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REPORT OF THE STANDING PUBLIC ACCOUNTS COMMITTEE ON
THE REPORT OF THE OFFICE OF THE AUDITOR GENERAL

“Improving Financial Accountability and Transparency: Long-Term Financial
Sustainability (February 2025)”

1. REFERENCE

The Standing Public Accounts Committee (“PAC” or “the Committee”) of the Parliament of the
Cayman Islands, established under Parliament Standing Order 97 (2025) and the Cayman Islands
Constitution Order 87 (2009), met to consider the following Report of the Auditor General,
hereinafter referred to as “the Report™:

e Improving Financial Accountability and Transparency: Long-Term Financial
Sustainability (February 2025)

2. DOCUMENTS CONSIDERED

In accordance with the provision of Parliament Standing Order 97(3) (2025), the Committee
considered the Report which was referred in the House of Parliament. The Committee also considered
testimony provided in a public hearing to the Committee by the Financial Secretary & Chief Officer,
Ministry of Finance & Economic Development; and the Deputy Governor, The Office of the Deputy
Governor.

3. CHAIRMAN AND MEMBERS OF THE COMMITTEE

The following Members of Parliament are the present Members of the Standing Public Accounts
Committee as of 4™ September, 2025:

e Mr. Roy M. McTaggart, |P, MP — Chairman

e Mrs. Julie ]. T. Hunter, JP, MP — Member

e Hon. Kenneth V. Bryan, JP, MP — Member

e Mr. A. Royston Tatum, Cert. Hon., MP — Mensber
e Hon. G. Wayne Panton, JP, MP — Mewber

e Mr. Christopher S. Saunders, MP — Meznber

The Clerk to the Committee is Ms. Tishel Mcl.ean.

4. MEETINGS OF THE COMMITTEE

The Committee held four (4) meetings to consider the Report and the Committee’s report on:
e 19" June 2025 (Administrative Meeting)
e 28" August 2025 (Administrative Meeting)
e 4" September 2025 (Hearing)
e 2" October 2025 (Administrative Meeting)
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“Improving Financial Accountability and Transparency: Long-Term Financial Sustainability (February 2025)”

5. ATTENDANCE OF MEMBERS

The attendance of Members at the meetings is recorded in the Minutes of Proceedings which are
attached to and form part of this report.

6. PERSONS IN ATTENDANCE

In accordance with Standing Order 97(7), the following persons were in attendance at the meeting
held with witnesses on 4" September 2025:

Mrt. Patrick Smith — Auditor General, Office of the Auditor General
Ms. Angela Cullen — Deputy Auditor General, Office of the Auditor General
Mr. Gabriel Ncube — Audit Manager, Office of the Auditor General
Mr. Mickel Alexander — Audit Project Leader, Office of the Auditor General

Mr. Kenneth Jefferson — Financial Secretary, Chief Officer, Ministry of Finance and Economic
Development

Mr. Matthew Tibbetts — Accountant General, Ministry of Finance and Economic
Development

7. WITNESSES CALLED BEFORE THE COMMITTEE

In accordance with the provisions of Standing Order 97(3), the Committee invited persons to give
information and explanations to assist the Committee in the performance of its duties. The following
persons appeared before the Committee to give evidence on 4t September 2025:

Mr. Kenneth Jefterson: Financial Secretary, Chief Officer, Ministry of Finance and Econonric
Development

Hon. Franz Manderson: Deputy Governor, Office of the Deputy Governor

Though not called to the hearing, the following persons accompanied the witnesses to the hearing:

Mr. Lee Ramoon — Director of the Revenne Office, Ministry of Finance and Economic Development

Mr. Adolphus Laidlow — Director of the Economics & Statistics Office, Ministry of Finance and Economic
Development

Mr. Michael Slade — Chief Risk Officer, Office of the Deputy Governor

8. PRACTICE AND PROCEDURE OF THE COMMITTEE

The Committee agreed that in accordance with the provisions of Parliament Standing Order 97(5)
(2025), all meetings at which witnesses are invited to provide information should be held in an open
forum. This decision was taken to promote openness and accountability in Government.
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9. GOVERNMENT MINUTE

The Public Accounts Committee wishes to draw Government’s attention to Parliament Standing
Order 97 sub-order 6 (2025) which reads:

“The Government Minute shall be laid on the Table of the House within three months of the laying of the report of the
Committee and of the report of the Auditor General to which it relates.”

The PAC expects the Government to honour the requirements of this Standing Order and that
includes responses to the Office of the Auditor General’s recommendations that the PAC endorses.

10. PAC OBSERVATIONS AND RECOMMENDATIONS

Per section seven of this report, the PAC heard from two witnesses at the Heating held on 4
September 2025: Mr. Kenneth Jefferson, Financial Secretary & Chief Officer, Ministry of Finance &
Economic Development; and Hon. Franz Manderson, Deputy Governor, Office of the Deputy
Governor.

On review of the Auditor General’s Report, Improving Financial Accountability and Transparency: Long-Term
Financial Sustainability (Febrnary 2025), together with critical analysis of witness testimony from the
witnesses listed in section seven of this report, the PAC strongly endorses and supports the six
recommendations made by the Auditor General in the Report.

In addition, the PAC makes the following observations and recommendations, with recommendations
notes in bold:

1. The PAC heard that the Financial Secretary and the Ministry of Finance and Economic
Development have no reporting authority over Chief Financial Officers and the financial
information they provide. The Financial Secretary stated that he has limited powers over
entities’ financial information, which is contributing to inaccurate financial reporting. The
Committee recommends that the Deputy Governor changes the accountability
structure within the civil service to ensure that Chief Financial Officers have dual
reporting lines to include the Financial Secretary on financial and budgetary reporting
matters and their respective Chief Officers on all other matters.

2. The PAC heard about different options for raising more revenue. For example, the Financial
Secretary mentioned stamp duty and the Deputy Governor mentioned immigration and
naturalisation fees. The Committee recommends that the Deputy Governor and
Financial Secretary commission a preliminary strategic assessment of the proposed
options (or alternative options), then present recommendations to Cabinet on
measures to increase future revenues and support long-term financial sustainability.

3. The PAC heard different views on the Cabinet Paper proposing COLA and honorarium for
civil servants in December 2024. The Committee may want to request to see the Cabinet Paper
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to address any ambiguity. The Committee recommends that all Cabinet Papers clearly

set out financial implications of proposals and decisions in the short, medium and

longer terms.

4. The PAC heard about proposals to ensure financial sustainability in the longer-term. For
example. Building up the general reserve. The Committee recommends that the Financial
Secretary develop and implement a strategy to build up the value of the General
Reserve over the short and medium terms, and sustain this in the longer term.

11. WITNESS UNDERTAKINGS

Per section seven of this report, the PAC heard from two witnesses at the Hearing held on 4"
September 2025: Mr. Kenneth Jefferson, Financial Secretary & Chief Officer, Ministry of Finance &

Economic
Governot.

a.

Development; and Hon. Franz Manderson, Deputy Governor, Office of the Deputy

The Deputy Governor committed to conduct the necessary research and consultations on
the issue of retirement age and related policies and to report back to this Committee with
proposed solutions and specific timelines within a few months of the date of this
undertaking.

The Deputy Governor undertook to provide a formal statement to the House at the next
meeting of Parliament detailing the Senior Leadership Risk Committee’s activities,
accomplishments, and risk-management efforts to date.

The Deputy Governor undertook to ensure that the Financial Secretary drafts a formal
paper for Government Caucus consideration outlining recommendation #6 of the
Auditor General’s report, namely, the establishment of an independent mechanism for
fiscal review and forecasting to provide assurance on the Cayman Islands’ long-term
financial sustainability.

The PAC welcomed the Financial Secretary’s decision to revisit the Auditor General’s
recommendation to create an independent mechanism for fiscal review, and noted the
Financial Secretary’s comments that the timescale, scope, membership and cost of the
body would need to be considered.

The Deputy Governor committed to provide a formal update to the House at the next
meeting of Parliament on the mobilisation of the initiative through which Her Excellency
the Governor, in coordination with counterparts in the United Kingdom, will facilitate
assistance to strengthen the Cayman Islands Government’s financial forecasting
capabilities.
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12. ACKNOWLEDGEMENTS

The Committee is most appreciative of the efforts of the Auditor General and the staff of the Office
of the Auditor General, for the constructive feedback given throughout the deliberations. The
Committee wishes to express its thanks to the Financial Secretary & Chief Officer, Ministry of Finance
& Economic Development; and the Deputy Governor, The Office of the Deputy Governor for their
time in providing information and evidence to the Committee in an effort to continuously improve
the work of the Cayman Islands Government and its entities.

The Committee also wishes to thank the Clerk of the Parliament, the PAC Clerk, and the Hansard
staff for the assistance provided.
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13. REPORT OF THE COMMITTEE TO THE HOUSE

The Committee hereby agrees that this Report be the Report of the Standing Public Accounts
Committee to the House on the following Report of the Office of the Auditor General:

e Improving Financial Accountability and Transparency: Long-Term Financial
Sustainability (February 2025)

Approved by Round Robin on I December, 2025.

Mr. Roy M. McTaggart, JP, MP Mr. A Royston Tatum, Cert. Hon., MP
JP, MP - Chairman Cert. Hon., MP — Member

Mrs. Julie J. T. Hunter, JP, MP Hon. G. Wayne Panton, JP, MP

JP, MP — Member JP, MP — Member

Hon. Kenneth V. Bryan, JP, MP Mzt. Christopher S. Saunders, MP

JP, MP — Member MP — Member
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Parliament of the Cayman Islands

THE STANDING PUBLIC ACCOUNTS COMMITTEE

Round Robin

1t December, 2025

We the undersigned Members of the Standing Public Accounts Committee hereby agree that the
following report of the Standing Public Accounts Committee be approved and Laid on the Table in
the next Sitting of Parliament, along with the accompanying report from the Office of the Auditor
General:

e Report of the Standing Public Accounts Committee on the Report of the Office of the
Auditor General, “Improving Financial Accountability and Transparency: Long-term
Financial Sustainability (February 2025)”

Signed on 1* December, 2025

Mzr. Roy M. McTaggart, JP, MP Mr. A Rosyton Tatum, Cert. Hon., MP
Chairman Member

Mrs. Julie J.T. Hunter, JP, MP Hon. G. Wayne Panton, JP, MP
Member Member

Hon. Kenneth V. Bryan, JP, MP Mr. Christopher S. Saunders, MP

Member Member
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STANDING PUBLIC ACCOUNTS COMMITTEE

MINUTES
Administrative Meeting
2025-2029 Term
Thursday, 19 June, 2025 | 10:00 a.m. — 11:00 a.m.

PAC Members Present:
Hon. Roy M. McTaggart, JP, MP — Chairman
Mrs. Julie J.T. Hunter, JP, MP — Member
Mr. Kenneth V. Bryan, JP, MP — Menzber
Mr. A. Royston Tatum, Cert. Hon., MP — Mewmber
Hon. G. Wayne Panton, JP, MP — Mewnzber
Mr. Christopher S. Saunders, MP — Member

PAC Clerk:  Ms. Tishel McLean — Procedural Clerk

Attendees:  Mr. Patrick Smith — _Awuditor General, Office of the Auditor General, (0.AG)
Ms. Angela Cullen — Deputy Auditor General (Performance Andit), (OAG)
Mr. Winston Sobers - Deputy Auditor General (Financial Audit), (0AG)

1. Meeting to Order

There being a quorum present, the Chairman called the meeting to order at 10:07 a.m.

2. Apologies: None.

3. Welcome by Chairman

The Chairman gave a brief welcome to Members and introductions of the staff of the Office of
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the Auditor General and Members of the Committee were also conducted. Congratulations were
extended to the newly appointed Auditor General, Mr. Patrick Smith, who assumed office on 1%
June 2025.

Presentation by the Office of the Auditor General on Role of the PAC, the Auditor General
and Their Support Arrangements

The Auditor General (AG), Mr. Patrick Smith, delivered a “PAC Introductory Briefing” and referred
to the accompanying PowerPoint slideshow, which was circulated to Committee Members after
the Committee meeting. In the presentation, the AG provided an overview of the number of
audits conducted as part of the Annual Financial Audits of the Entire Public Sector (EPS), which
is comprised of 46 entities. For 2024, audits had been completed for 36 entities, with 10 audits
remaining outstanding.

Ms. Angela Cullen, Deputy Auditor General (Performance Audit), provided an overview of
performance audits of the public sector, which focus on effectiveness, efficiency, and value for
money. Ms. Cullen agreed to provide Members of the Committee with a copy of the slideshow
presentation.

Mr. Winston Sobers, Deputy Auditor General (Financial Audit), provided an overview of the
financial audits conducted in the public sector, which emphasize the accuracy, reliability, and
compliance of financial statements. Additionally, Mr. Sobers provided details on the status of
backlogged audit, which at the end of the quarter there were 14 backlogged audits for five public
bodies (including EPS), which included 2 ministries and 3 SAGCs. As of 30th April, the combined
number of backlogged audits outstanding increased to 24, with eight audits for three core
government entities, 13 audits for seven SAGCs, and three audits for the Entire Public Sector’s
consolidated financial statements.

Members requested a list of acronyms and abbreviations commonly used by the OAG in their
Financial Audits, which the OAG has agreed to provide.

The OAG confirmed their availability to facilitate a more detailed training session on Performance
Audit for Committee Members. Additionally, in preparation for public hearings, the Auditor
General and his team offered to meet with the Public Accounts Committee beforehand to provide
a briefing and discuss potential lines of questioning for witnesses.

. Auditor General’s Update

5.1. OAG Quarterly Report (31 March 2025):

The Auditor General provided a brief overview of the report, which covers the period 1st
January to 31st March 2025. The OAG anticipates publishing the next quarterly report in July
2025. Discussion ensued.
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6. Consideration of Recent Auditor General’s Reports

6.1. Lmproving Financial Accountability and Transparency: L ong-term Financial Sustainability (February 2025)

The Office of the Auditor General has undertaken to prepare reports addressing the country’s
finances, including the report scheduled for today’s agenda: Improving Financial Accountability &
Transparency: Long-Term Financial Sustainability (February 2025).

The Auditor General noted this it was the final report of former AG, Mrs. Sue Winspear, and
that he was not involved in its preparation. Ms. Cullen briefed the Committee on key matters
in the report. During the discussion, the Committee raised the issue of its authority to summon
Ministers of Parliament as witnesses at Public Hearings conducted by the PAC. It was
confirmed that section 93(12) of the Parliament Standing Orders (2025) states that Members
can be requested as witnesses to Hearings.

The Committee agreed to hold a Public Hearing on the report. The Committee Clerk will liaise
with the Office of the Auditor General and Committee Members to confirm the list of

witnesses and coordinate the scheduling of the proposed Public Hearing.

6.2. Annual Report — 31 December 2024 (April 2025)

The Auditor General briefed the Committee on the report, noting the key matters. Discussion
ensued. The Committee approved the Report to be Tabled in the next Meeting of
Parliament upon a motion by Mr. Kenneth Bryan that was seconded by Mr.
Christopher Saunders.

7. Outstanding Public Accounts Committee Business from Prior to the 2025 General
Election

7.1. Approval/ Ratification of Auditor General’s Invoices

Members of the Committee questioned the Auditor General on invoice #208181 and
#208221. The Auditor General informed the Committee that the PAC funds the performance
audit work and also pays the Auditor General’s salary, with fees being charged to clients for
financial audit work.

The Committee ratified both invoices on a motion by Mr. Kenneth Bryan that was
seconded by Mrs. Julie Hunter. The Chairman signed the invoices and provided them
to the Committee Clerk.
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8. Any Other Business

8.1.  Consideration of a Proposal to Establish an Act for the Auditor General

The Chairman expressed interest in establishing a dedicated Act for the Auditor General. He
noted that during his tenure as Chairman of the PAC (2021-2025), he had discussed the
proposition of such legislation with the former Auditor General, Mrs. Sue Winspear.

Mr. Patrick Smith notified the Committee that his Office has identified the drafting of the
Act as a key priority and has already commenced work on a preliminary version. He advised
that the Office of the Auditor General would take responsibility for drafting the legislation in
the first instance and that the Bill would need to be tabled in the Parliament by the PAC
Chairman. Discussion ensued.

9. Scheduling of Next Meetings:

The Committee proposed that the next Public Hearing and Administrative Meeting be scheduled for
September 2025; however, no specific dates were confirmed. The Chairman advised Committee
Members that the confirmed dates will be shared by the Committee Clerk via calendar invitations.

The Auditor General confirmed that his Office would be able to proceed without the approval of
their invoices until the next meeting in September 2025. The Chairman advised the Office of the
Auditor General that, in the event of an urgent requirement for invoice approval, such approval
may be granted through Round Robin process.

10. Adjournment

Mr. A. Royston Tatum extended his congratulations to Mr. Patrick Smith on his appointment as
Auditor General and expressed that he looked forward to working with his Office. Mr. G. Wayne
Panton echoed these sentiments.

There being no further business, the Chairman thanked the Committee Members, the Auditor
General, the Deputy Auditor Generals, and the Committee Clerk, and adjourned the meeting at
12:12 p.m.

The minutes were approved in the administrative meeting held on 28" August 2025 upon a
motion by Mr. Christopher Saunders and seconded by Mr. Kenneth Bryan.
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PARLIAMENT OF THE CAYMAN ISLANDS
STANDING PUBLIC ACCOUNTS COMMITTEE

MINUTES
Administrative Meeting
2025-2029 Term
Thursday, 28" August, 2025 | 2:00 p.m. — 3:00 p.m.

PAC Members Present:
Mr. Roy M. McTaggart, JP, MP — Chairman
Hon. Kenneth V. Bryan, JP, MP — Mewber
Hon. G. Wayne Panton, JP, MP — Menzber
Mr. Christopher S. Saunders, MP — Member

Apologies:  Mr. A. Royston Tatum, Cert. Hon., MP — Member
Mrs. Julie J.T. Hunter, JP, MP — Member

PAC Clerk: Ms. Tishel Mcl.ean — Procedural Clerke
Attendees:  Mr. Patrick Smith — Auwuditor General, Office of the Auditor General, (OAG)

Ms. Angela Cullen — Deputy Auditor General (Performance Andit), (OAG)

1. Meeting to Order

There being a quorum present, the Chairman called the meeting to order at 2:21 p.m.

2. Apologies

Mr. A. Royston Tatum and Mrs. Julie Hunter extended their apologies as they are both traveling
abroad.
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3. Approval of Minutes

3.1. 19" June 2025 (Administrative Meeting)

The Committee reviewed and discussed the minutes. One revision was noted under 6.1, to
include the reference to the relevant section of the Standing Orders (2025) that confirms
Members can be requested as witnesses for PAC Hearings.

Pending this amendment, the minutes were approved on a motion by Mr. Christopher
Saunders and was seconded by Hon. Kenneth Bryan.

4. Matters Arising from Minutes

Per item #8 of the minutes, the Auditor General confirmed that his office has prepared an initial
draft of the proposed Auditor General Act. However, he advised that external legal assistance is
being sought to undertake the process of finalizing the Act for review by the Committee.

5. Approval of Auditor General’s Invoices

Members of the Committee questioned the Auditor General on the below listed invoices.

Discussion ensued.
June 2025: Invoice number 208222 - §79,009.44

July 2025: Invoice number 208257 - $122, 159.44

The Committee approved both invoices on a motion by Hon. Kenneth Bryan and
seconded by Hon. G. Wayne Panton. The Chairman signed the invoices and provided the
original copies to the Committee Clerk.

6. Briefing on Auditor General’s Report prior to Hearing

Ms. Angela Cullen, Deputy Auditor General (Performance Audit), provided a detailed overview
of the OAG Report, “Improving Financial Accountability and Transparency: Long-term Financial
Sustainability (February 2025)”, and referred to the accompanying PowerPoint slideshow, which was
circulated to Committee Members during the meeting.

Mr. Saunders requested that the numerical figures be provided for the chart labeled Exbibit 1: EPS
Revenue, Expenditure and Surplus, 2018 to 2023 (Actual) and 2024 to 2025 (Budget), on page 14 of the
Report. Ms. Cullen agreed to provide these figures post-meeting,.

The OAG provided briefing notes to the Committee regarding the upcoming Hearing, including

proposed lines of enquiry for witnesses. Mr. Saunders emphasized the importance of having
relevant Officers present at the Hearing, specifically from the Economics and Statistics Office
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(ESO), Risk Management, and Revenue Units to support the witnesses, Hon. Kenneth Jefferson
and Hon. Franz Manderson, in addressing the Committee’s inquiries. The Committee agreed and
instructed the Committee Clerk to inform the witnesses of the Committee’s request for these
individuals to attend the Hearing scheduled for Thursday, 4th September 2025.

Mr. Bryan expressed concern regarding the current effectiveness of the advertising of PAC
Hearings and emphasized the importance of ensuring full public awareness through adequate
advance publicity. He suggested utilizing multiple streams of communication, in addition to those
currently in use, through engagement with the Department of Communications, which provides
publication services for the House of Parliament. The Committee noted the concerns and

discussion ensued.

. Auditor General’s Update

7.1. OAG 2026/27 Budget

The Auditor General presented the proposed OAG 2026—2027 Budget to the Committee and
provided an explanation of recurrent expenditure, personnel costs, and allocation analysis for
the years ending 31 December 2026 to 2028. It was noted that the OAG is secking the
Committee’s endorsement of the proposed budget prior to its submission to the Financial
Secretary (FS). The Committee was informed that the IS is aware the proposed budget would
first be reviewed by the Committee. The Auditor General expressed the hope that, with the
Committee’s endorsement, the budget would be accepted by the FS without amendment or

restriction.

Members of the Committee questioned the Auditor General on the proposed budget. The
Chairman observed the projected increase in recruitment over the coming years and inquired
whether the OAG faced challenges in this area. The Auditor General advised that while general
recruitment is not an issue, sourcing qualified Caymanian auditors continues to be a challenge.
He noted that, in response, the OAG has established Professional Audit Trainee positions to
provide Caymanians with in-house training while they pursue professional certifications, as
part of its succession planning efforts.

The Auditor General advised that the OAG may need to relocate its office as the current office
as almost at full capacity but has not yet identified an appropriate space. It was further noted
that the increase under Lease of Building in the proposed 2026 & 2027 budgets is in the event
that the OAG has to relocate in the near future.

The Committee agreed to endorse the 2026/2027 OAG Budget. The endorsement was
approved on a motion by Mr. Christopher Saunders and seconded by Hon. Kenneth
Bryan.
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8. Any Other Business

None.

9. Scheduling of Next Meetings:

The Committee previously scheduled the next Hearing and Admin. meeting to be held on
Thursday, 4" September 2025. No further meetings were scheduled at this meeting.

10. Adjournment

There being no further business, the Chairman thanked the Committee Members, the Auditor
General, the Deputy Auditor General, and the Committee Clerk, and adjourned the meeting at 3:56

p.m.

The minutes were approved in the administrative meeting held on 2" October 2025 upon
a motion by Mr. Christopher Saunders and seconded by Hon. Kenneth Bryan.
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PARLIAMENT OF THE CAYMAN ISLANDS
STANDING PUBLIC ACCOUNTS COMMITTEE

MINUTES
Meeting with Witnesses
Thursday, 4™ September, 2025
Chamber, House of Parliament

Hearing on the Report from the Office of the Auditor General:
“IMPROVING FINANCIAL ACCOUNTABILITY AND TRANSPARENCY: LONG-TERM
FINANCIAL SUSTAINABILITY (FEBRUARY 2025)”

PAC Members Present:
Mr. Roy M. McTaggart, JP, MP — Chairman
Mr. Kenneth Bryan, JP, MP — Mesmber
Mr. A. Royston Tatum, Cert. Hon., MP — Mesmber
Hon. G. Wayne Panton, JP, MP — Mewnzber
Mr. Christopher Saunders, MP — Mezmber

Apologies:
Mrs. Julie J. T. Hunter, JP, MP — Menber

PAC Clerk:
Ms. Tishel McLean — Parliamentary Procedural Clerk (“Committee Clerk”)

Attendees:
Mr. Patrick Smith — Awuditor General, Office of the Auditor General
Ms. Angela Cullen — Deputy Auditor General, Office of the Auditor General
Mzt. Gabriel Ncube — Audit Manager, Office of the Auditor General
Mr. Mickel Alexander — Audit Project Leader, Office of the Auditor General
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Mr. Lee Ramoon — Director of the Revenne Office, Ministry of Finance and Economic Development

Mr. Adolphus Laidlow — Director of the Economics & Statistics Office, Ministry of Finance and Econonic
Development

Mr. Matthew Tibbetts — Accountant General, Ministry of Finance and Economic Development

Mr. Michael Slade — Chief Risk Officer, Office of the Deputy Governor

Witnesses:
Mr. Kenneth Jefterson — Financial Secretary, Chief Officer, Ministry of Finance and Economic Develgpment
Hon. Franz Manderson — Deputy Governor, Office of the Deputy Governor

1. MEETING TO ORDER & WELCOME FROM THE CHAIR:

There being a quorum present (Parliament Standing Orders 77(2) (2025) refers), the Chairman called
the Public Accounts Committee (PAC) hearing to order at 10:12 am. The Chairman invited Mr.
Kenneth Bryan to say the prayer.

The Chairman gave a brief welcome to Members of the Committee and Attendees and thanked them
for attending the PAC Hearing.

The Chairman acknowledged receipt of apologies from PAC Member, Mrs. Julie Hunter. The
Chairman recognised that the Committee was still quorate and could proceed with the hearing.

2. REPORT OF THE AUDITOR GENERAL FOR CONSIDERATION:

The Chairman welcomed Mr. Patrick Smith, Auditor General, Office of the Auditor General, Ms. Angela
Cullen, Deputy Auditor General, Office of the Auditor General, Mr. Gabriel Ncube, Audit Manager, Office of
the Auditor General; and Mr. Mickel Alexander, Awudit Project 1eader, Office of the Auditor General.

The Chairman invited the Auditor General to introduce the report.

The Auditor General introduced the report “Improving Financial Accountability and Transparency: Long-
Term Financial Sustainability (February 2025)” (the “Report”) for the listening public and the
Committee, highlighting the key areas of concern. The Auditor General noted that the report had
been completed and published by the former Auditor General, Ms. Susan Winspear.

The Chairman provided a preamble before inviting the first witness to be seated in the Chamber for
the first witness session.

i) WITNESS SESSION: MR. KENNETH JEFFERSON, FINANCIAL SECRETARY,
CHIEF OFFICER, MINISTRY OF FINANCE AND ECONOMIC DEVELOPMENT

The Chairman welcomed the first witness, Mr. Kenneth Jefferson, and reminded the witness to state
his name and title before responding to the first question. The Chairman read a prepared preamble
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before asking the first question of the witness and inviting PAC Members to further question the

witness.

Discussion ensued with questions being asked to the witness by the PAC Members.
The Hearing was adjourned at 12:18 p.m. for lunch and re-commenced at 12:56 p.m.
The committee resumed questioning to the witness.

The Chairman announced the Committee would take a fifteen-minute break.

Upon reconvening, the Chairman advised that questioning of the current witness, Mr. Kenneth
Jefferson, would be paused to welcome the second witness, Hon. Franz Manderson. After
questioning Hon. Manderson, the Committee would resume questioning Mr. Jefferson.

ii) WITNESS SESSION: HON. FRANZ MANDERSON, DEPUTY GOVERNOR, EX
OFFICIO MEMBER RESPONSIBLE FOR THE PORTFOLIO OF THE CIVIL
SERVICE

The Chairman welcomed the second witness Hon. Franz Manderson, and asked him to state his
name and title for the record before answering the first question addressed to him.

The Chairman invited Members to question the witnesses. Discussion ensued with questions being
asked to the witness by the PAC Members.

1. Committed to conduct the necessary research and consultations on the issue of retirement
age and related policies and to report back to this Committee with proposed solutions and
specific timelines within a few months of the date of this undertaking.

2. Undertake to provide a formal statement to the House at the next meeting of Parliament
detailing the Senior Leadership Risk Committee’s activities, accomplishments, and risk-
management efforts to date.

3. Committed to briefing the Caucus and the Cabinet on the activities, accomplishments, and
risk-management efforts of the Senior Leadership Risk Committee.

4. Undertake to ensure that the Financial Secretary drafts a formal paper for Government
Caucus consideration outlining recommendation #6 of the Auditor General’s report, namely,
the establishment of an independent mechanism for fiscal review and forecasting to provide
assurance on the Cayman Islands’ long-term financial sustainability.

5. Committed to provide a formal update to the House at the next meeting of Parliament on
the mobilisation of the initiative through which Her Excellency the Governor, in
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coordination with counterparts in the United Kingdom, will facilitate assistance to strengthen
the Cayman Islands Government’s financial forecasting capabilities.

Before departing the Chamber, the Chairman thanked the witness on behalf of the Committee for
attending the Hearing,.

iii) CONTINUED WITNESS SESSION: MR. KENNETH JEFFERSON, FINANCIAL
SECRETARY, CHIEF OFFICER, MINISTRY OF FINANCE AND ECONOMIC
DEVELOPMENT

The Chairman announced that the Committee would resume the witness session with Mr. Jefferson.

A discussion followed, during which Public Accounts Committee Members posed questions to the
witness.

Before departing the Chamber, the Chairman thanked the witness on behalf of the Committee for
attending the Hearing.

3. Any Other Business: None.

4. Adjournment:
There being no further business, the Chairman thanked the PAC Members, the Auditor General and
his team, the Financial Secretary and Accountant General, the witnesses, and the Parliamentary
Procedural Clerk.
The meeting was adjourned at 5:14 p.m.

The minutes wete approved in the administrative meeting held on 2°* October 2025 upon a motion
by Hon. Kenneth Bryan, and seconded by Mr. A. Royston Tatum.
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OFFICIAL VERBATIM REPORT
STANDING PUBLIC ACCOUNTS COMMITTEE
THURSDAY
4 SEPTEMBER, 2025
10:10 A.M.

IMPROVING FINANCIAL ACCOUNTABILITY AND TRANSPARENCY:
LONG-TERM FINANCIAL SUSTAINABILITY (February 2025)

Verbatim transcript of the Standing Public Accounts Committee Meeting held on Thursday, 4t September, 2025,
at 10:10 a.m., in the Chamber of the House of Parliament; George Town, Grand Cayman.

[Mr. Roy M. McTaggart, Chairman, presiding]

The Chairman: Good morning, everyone.

I'd like to welcome you all to the first meeting
of this Public Accounts Committee (PAC) where we
will be examining a report from the Auditor General.

As is our custom, before we begin these hear-
ings, we do say prayers. I've asked Mr. Kenneth Bry-
an if he would lead us in prayers this morning, so | just
ask if we could all stand, please.

Mr. Kenneth V. Bryan: Let us pray:

Dear heavenly Father, we first thank you for
the opportunity to be here today, a free democracy,
and freedom of speech as we examine this very im-
portant topic of our financial sustainability for future
generations. May you bless our hearts, our minds, our
souls, our thoughts, and our expertise to find the con-
clusions best suited for the good people of the Cay-
man Islands in our democratic duties as Members and
witnesses and technocrats of the Public Accounts
Committee. We ask all of these things in your son,
Jesus Christ's name. Amen.

The Chairman: Please be seated.

Welcome once again, everyone. | declare this
meeting quorate, though we have had apologies this
morning from Mrs. Julie Hunter, who | understand is
off island.

| would like to welcome everyone here this
morning. In addition to the members of the Commit-
tee, we have people from the Auditor General's Office
and the Ministry of Finance and Economic Develop-
ment. Welcome [in] particular to Mr. Patrick Smith,
who is the country's new Auditor General, having tak-
en up his post on the 1%t June. I'm delighted to wel-
come you to the Committee, Mr. Smith, and look for-
ward to a very fruitful and rewarding time with you as
we seek to fulfil our mandates and our roles as watch
keepers of the Government.

| also recognise Ms. Angela Cullen; she is
Deputy Auditor General in charge of the second seg-
ment of the work they undertake, value for money-
type audit reports — of which this one we are looking
at is one. Also, welcome to two audit managers from

her group, Messrs. Gabriel Ncube and Mickel Alexan-
der; welcome to you both this morning.

From the Ministry of Finance, we have with us
Mr. Kenneth Jefferson, the Financial Secretary and
Chief Officer for the Ministry. Mr. Matthew Tibbetts,
the Accountant General; Mr. Adolphus Laidlow from
the Economics and Statistics Office (ESO), and Mr.
Lee Ramoon from the Revenue Department of the
Ministry of Finance. Welcome to you all this morning,
I'm sure you will have much information that can en-
lighten us all in terms of the content of the report that
we will examine this morning.

For the sake of the listening public, the report
on which we are holding this hearing comes from the
Auditor General's Office and was released in February
2025, entitled Improving Financial Accountability and
Transparency: Long-term Financial Sustainability. A
very important topic, it is the third and final report in a
series that began several years ago undertaken by
the Auditor General's Office. At this point, | invite the
Auditor General to introduce the report to us this
morning.

OFFICE OF THE AUDITOR GENERAL

Mr. Patrick Smith, Auditor General: Thank you, Mr.
Chairman and again, good morning. Also, good morn-
ing to the Members of the Public Accounts Commit-
tee, officials from the Ministry of Finance, and the lis-
tening public. Mr. Chairman, thank you for the oppor-
tunity to open this hearing.

Today we are considering our report Improv-
ing Financial Accountability and Transparency: Long-
Term Financial Sustainability, which we published on
the 26™ of February, 2025. As you mentioned, Mr.
Chairman, it is the third report in a series. The first
report on budgeting was published in December 2020,
and the second report on financial management and
reporting was published in May 2021. This was the
last report published by my predecessor, Sue Win-
spear, immediately before she departed in February of
this year.

The audit covered three main areas:

1. Risks to and cost pressures on long-term

financial sustainability;
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2. Short and medium-term financial plan-

ning, monitoring and reporting; and

3. Planning and reporting on long-term fi-

nancial sustainability.

Our audit focused on the Ministry of Finance
and Economic Development as it has a critical role in
planning and reporting on the Government and the
Entire Public Sector (EPS) finances. The entire public
sector encompasses all ministries, portfolios [and]
offices within the Government, as well as all 26 Statu-
tory Authorites and Government Companies
(SAGCs).

The audit covered the six years between 2018
and 2023 but also considered budgets for the 2024 to
2025 period. When we refer to long-term, we mean
five years or more. | will now briefly summarise our
findings in each of these three areas. | will start with
risks to and challenges on financial long-term sustain-
ability.

The Cayman Islands Government introduced
a risk management framework in 2019, but it was not
fully implemented. The Deputy Governor appointed a
Chief Risk Officer for the first time in early 2024. Since
then, a new risk management framework has been
developed, which was expected to be rolled out in
2025. Our understanding is that the new approach
assesses the impact of global economic risks on the
Government's revenues but does not assess risk to
long-term financial sustainability. We found there is
some understanding of the risks and cost pressures;
however, the Cayman Islands Government has not
identified or assessed risk to long-term financial sus-
tainability. Therefore, we identified some risks. | will
now discuss some of these risks.

The financial performance of the entire public
sector was mixed over the six years between 2018
and 2023. There were annual surpluses in four years
and deficits in two years during the COVID pandemic.
However, more importantly, over that period public
sector expenditure increased at twice the rate of reve-
nue; expenditure increased by 51 per cent while reve-
nue increased by 25 per cent. This resulted in annual
surpluses reducing significantly and is not sustainable
in the long term.

| am concerned that the Parliament and other
decision makers may have incomplete information on
the financial implications of legislation, policies and
strategies before approving them. Acts, policies and
strategies are developed for the longer term and can
have significant cost implications. For example, har-
monising the pay and conditions across the public
sector has cost tens of millions of dollars, but was not
budgeted for.

Government spending on healthcare, includ-
ing funding to the Health Services Authority increased
by 74 per cent over the six years to 2023. Healthcare
costs are likely to continue to rise as the population
grows and the Caymanian population ages. An older
Caymanian population may also increase the demand

for and cost of social services in the longer term. This
is not unique to the Cayman lIslands, but funding for
healthcare and social welfare needs to be carefully
planned and managed in the longer term. | also want
to highlight the consistently poor budgeting for tertiary
medical care. Each year we see significant supple-
mentary appropriations for this, rather than realistic
budgets being set in place initially.

Public sector pay costs increased by over 50
per cent over the six years to 2023. | acknowledge
that some of this increase was to better align the pub-
lic sector salaries with the cost of living; however,
there is no public sector pay strategy, and pay uplifts
are not routinely factored into budgets.

The public sector needs buildings and other
assets to deliver public services. These need to be
maintained regularly and replaced in the longer term.
However, the long-term financial consequences of
new buildings, which can be significant, are often not
adequately considered when investment decisions are
being made.

The final risk | want to highlight is a rising lev-
el of public sector debt and other obligations which
may put a strain on public finances in the longer term.
Government debt more than doubled in 2021 and in
December 2023, reached $453 million. The Govern-
ment plans to borrow a further $150 million. This debt
will need to be repaid over the medium to longer term.

The civil service also has a significant post-
retirement obligation for its staff. As of December
2023, the cost of paying future pensions and
healthcare liabilities for civil servants was $2.7 billion.
Some SAGCs have similar terms and conditions for
their staff, resulting in a further obligation of over $400
million. Total post-retirement obligations are approxi-
mately $3.1 billion. Some statutory authorities have
set aside funds to cover these expenses in the future;
however, the majority is unfunded and the Govern-
ment will need to ensure it has the money to pay for
people's pensions and healthcare over the longer
term.

Moving on to short and medium-term plan-
ning, monitoring, and reporting — short-term means
one year or less, medium-term is over one year to four
years.

The Government plans for the short and me-
dium term through the current budgeting framework.
The strategic policy statements and other budget doc-
uments cover a three-year period, setting two years’
budgets and providing an indication for year three.
However, the Government does not adequately plan
for commitments and cost pressures. As mentioned
earlier, there's no pay strategy in place so it's unclear
whether pay uplifts are factored into budgets; and
budgeting for tertiary medical care is insufficient.
Some information could also be improved, for exam-
ple, by providing more detail such as time scales and
estimated cost on major capital projects.
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The Government monitors and reports on its
short-term finances, but there are significant issues
with the financial information being reported. Financial
reporting is done through the consolidated financial
statements for the entire public sector and unaudited
quarterly financial reports. However, the most recent
audited EPS financial statements are for 2020, so
they are out of date. In addition, these financial state-
ments have an adverse opinion, which means the fi-
nancial information cannot be relied upon. Although
the quarterly finance reports prepared by the Ministry
of Finance are Tabled in the Parliament, these are
unaudited; therefore, my office cannot comment on
the quality or accuracy of the financial information.

Finally, concerning planning and reporting on
long-term financial sustainability — as | mentioned
earlier, long-term refers to five years or more.

Long-term financial planning can help assess
the financial sustainability of government revenues,
expenditure, and debt over the longer term. It can also
aid discussion and decision-making about government
policies and plans, and the delivery of public services.
The Government does not plan for or report on its
long-term financial sustainability; however, interna-
tional accounting bodies and other agencies recom-
mend that the Government do so. Many other coun-
tries do so, some forecasting up to 50 years ahead.

As mentioned previously, it is unclear whether
all decision makers are aware of the financial implica-
tions of legislation, policies, and strategies before ap-
proving them. These are long-term in nature and
most, if not all, will have cost implications. Many coun-
tries and jurisdictions have independent review bodies
to help monitor, assess and improve financial sustain-
ability. This is not unique to large countries. For ex-
ample, Bermuda and Jersey have independent review
bodies to assess the credibility of long-term financial
assumptions, projections, and risks. The Cayman Is-
lands does not have such a review body, but in my
view, an independent review could add significant val-
ue.

We have made six recommendations: five to
the Ministry of Finance and one to the Government.
The Ministry of Finance accepted two recommenda-
tions and partly accepted three. The Government re-
jected the recommendation to create an independent
review mechanism.

As you mentioned, Mr. Chairman, | have my
staff with me today and at this time, with your permis-
sion, | would ask them to introduce themselves for the
record.

| thank you, Mr. Chairman.

Ms. Angela Cullen, Deputy Auditor General, Per-
formance Audit, Office of the Auditor General:
Thank you.

Through you, Mr. Chairman, I'm Angela Cul-
len, Deputy Auditor General for Performance Audit.

Mr. Gabriel Ncube, Audit Manager, Office of the
Auditor General: Thank you.

Through you, Mr. Chair, I'm Gabriel Ncube.
I'm Audit Manager at the Office of the Auditor General.
Thank you.

Mr. Mickel Alexander, Audit Project Leader, Office
of the Auditor General: Thank you, Mr. Chair. | am
Mickel Alexander, Audit Project Leader at the Office of
the Auditor General.

The Chairman: Thank you, Auditor General, and
thank you all as well for introducing yourselves to the
wider Committee. Again, | extend my welcome to you
here this morning.

Thank you too for that presentation on this re-
port and for giving us a bird's eye view of what is con-
tained in it and the issues and recommendations that
have been made by the Auditor General therein. I'm
going to lead off the questioning this morning, but be-
fore | do so, | wanted to make a short preamble to sort
of set the scene for the questions we are going to be
asking. The Auditor General published this report on
long-term financial sustainability in February 2025.
Long-term financial sustainability means the Govern-
ment can provide services and meet financial com-
mitments, both now and into the future.

We note from the report that over the six-year
period, from 2018 to 2023, expenses grew at twice the
pace of revenue; expenses increased by 51 per cent
compared to revenue growth of 25 per cent. This rais-
es concerns about the long-term sustainability of pub-
lic finances. We also noted that core government debt
increased from $223 million in 2021 to over $453 mil-
lion in December 2023.

The report identified several risks to long-term
financial sustainability including rising healthcare
costs, increasing public sector pay costs, and popula-
tion changes, namely demographics and population
growth. The Auditor General made six recommenda-
tions. Two of these were fully accepted by the Ministry
of Finance and Economic Development; three were
partly accepted and one was rejected. Committee
members, I'll lead off the questioning of the issues
highlighted in this report.

The first area I'm going to look at and ques-
tion is the area of risks and cost pressures, looking at
the revenue and expenditure trends within the Gov-
ernment. Mr. Financial Secretary, | welcome you too.
First question directed to you: I'd like to hear and get
your thoughts on the current revenue versus expendi-
ture trends and their effect on long-term sustainability
of government finances.

MINISTRY OF FINANCE
AND ECONOMIC DEVELOPMENT - (MFED)

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
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Development: Thank you, Mr. Chairman. Good morn-
ing to you and to all honourable members of the
Committee.

| heard your comments, Mr. Chair, which were
based on a particular paragraph in the Auditor Gen-
eral's report. On my notes, | see that it's connected
with Exhibit 1 on page 14 and paragraph 14 on page
13, where it talks about the performance. There's no
doubt that the performance in the period of 2018 to
2023 is not a good trend at all. In fact, as you said, Mr.
Chairman, these are referencing the Entire Public
Sector numbers and not central government numbers,
but central government numbers are obviously the
lion's share of the entire public sector numbers. We
see in paragraph 14, where the operating expendi-
tures have grown from almost $0.9 billion in 2018 to
$1.3 billion in 2023. That's the 51 per cent that the
Auditor General referred to. In annual terms that is
about 8.6 per cent compounded every year to get you
to that number in 2023.

On the revenue side, revenues have grown
and the growth rate is much less than the expendi-
tures. That is undesirable, Mr. Chairman. Where your
expenses are growing faster than your revenues,
there would come a point in time if those trends were
to continue, that we would break even and go into def-
icit. Had that trend from 2018 to 2023 continued ex-
actly into 2024, we would have had a deficit at the end
of 2024. Fortunately, we didn't. We did not have a def-
icit at the end of 2024; we actually had a surplus, but
the point that the Auditor General is making in the re-
port is a valid one. We cannot have the level of ex-
penditure rising faster than the rate of growth of reve-
nues.

It is problematic. It's not something that the
Government would want to sustain going forward. You
could end up with a breach of the FFR [Framework for
Fiscal Responsibility], which requires you to have a
surplus. The obvious thought, Mr. Chairman, would be
that the Government needs to increase its revenues
and/or (‘and’ would be better) lower its expenses. On
the revenue side, the revenue growth can actually
come from existing revenue sources being increased.

On 18t January, 2025, Mr. Chairman, the fi-
nancial services industry introduced fee increases
which were estimated to give an additional $67 million
in the course of 2025. Changes in connection with
immigration fees, work permits, et cetera were ex-
pected to give an additional $7.2 million in 2025 but
the Bill to do so hasn't yet been approved. I'm told that
the Cabinet is expected to do it this month and then it
will come to Parliament for approval.

Customs and Border Control also plans to do
increases requiring a change in regulations which are
to take place in September. The amount is not as sig-
nificant as the others; $2.3 million is the expected in-
crease.

Mr. Chairman, generally speaking, it is not a
desirable trend that we have experienced up until

2023, and it is not something that we want to continue
into 2025, 2026, 2027, and onwards. | would like the
Government to get back to the surpluses it enjoyed
around 2016. In the year ended June 2016, we had a
surplus of $130 million; in 2017 (an 18-month period),
we had a surplus of $93 million; in 2018, we had a
surplus of approximately $166 million; and in 2019, we
had a surplus of $144 million.

COVID destroyed 2020, whereby we had a
deficit. 2021, we had a deficit; 2022 [we had] a smaller
surplus of $54 million so you can see what the Auditor
General’s Report is resulting in, going from $100 mil-
lion-plus surpluses down to $54 million at the end of
2022, $40 million surplus at the end of 2023 and a
surplus in 2024 of around $60 million. | would like the
Government to aim to get back to a $100-million sur-
plus annually. That would obviously allow it to finance
a bigger proportion of its capital expenditures from
revenues.

Importantly too, | think it would allow it to put
aside amounts into its general reserves. At the end of
July, the government’'s general reserves were $119
million. Right now, all that's happening with it is that
it's sitting in a fixed deposit. It's growing because it's
earning interest, but if the Government achieved sur-
pluses of $100 million we could take, say, $40 million
per year. It sounds a bit aggressive, but if we take $40
million per year out of that $100 million surplus and
put it in the general reserves for 10 years, we would
have an additional $400 million to add to the present
$119 [million]. At the end of 10 years, aggressively,
you could end up with general reserves of half a billion
— which is what is desirable, Mr. Chairman.

| know the report goes on to talk about risk, et
cetera. I'll probably stop there, but | leave the point
that | think one of the best ways of addressing the
risks that the government faces, particularly external
risks like an economic downturn, would be having a
great war chest of dollars in the form of general re-
serves to fight whatever comes along. You would re-
call that during COVID times that was precisely how
the government was able to assist the public — it had
built up significant surpluses and it enabled the gov-
ernment to assist, so achieving $100 million surpluses
a year is a trend that | would like the government to
get back to.

Obviously, on the expenditure side, Mr.
Chairman, there is a great need to have a critical look
at our expenditures as well in the hope of reducing
those. The Honourable Premier, in his memorandum
of July this year, asked the civil service to do their lev-
el best to have expenditure savings and reductions in
certain areas. The budget circular issued for the 2026,
2027, and 2028 years tells the civil service to, once
achieved, continue those reductions in those years’
budgets. We shall see, Mr. Chairman.

This strays a bit beyond the question, but I'm
giving information to the Committee which | hope is
helpful. Currently, the submissions for the 2026, 2027,
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and 2028 revenue and budgets (budgets are on the
expenditure side), are being collated; so this month
we will know whether there is a surplus or a deficit in
those years. If there is a deficit, and you, Mr. Chair,
and most of the Committee Members have been
through that process before, we have to start chipping
away probably at the expenditures and possibly, if the
gap is severe, introduce more revenue measures.

| think I'll stop there, Mr. Chairman, but |
agree with the sentiment in the Auditor General's re-
port that such a trend should not continue. If it does,
it's going to cause severe difficulties for any govern-
ment in the future.

The Chairman: Thank you, Financial Secretary, for
that response.

You referred to the graph on page 14 of the
report with plotted revenues and expenditures, which
clearly shows the narrowing of the gap between the
revenues and expenditures and mentioned this being
unsustainable because eventually the expenditures
would exceed the revenues and we would fall into a
deficit situation. Given what we are hearing today
about the potential for a $60 million deficit this year, it
seems to me that time has arrived.

Do you have any observations on that?
What's being done to alleviate it?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. Just to clari-
fy: You are seeking observations on the possibility of
the $60 million deficit.

[Affirmative response]

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Okay. Thank you.

Mr. Chairman, the $60 million “deficit figure”
arose out of discussions that concern the Pre-election
Economic and Financial Update (PREFU) document
which said there was a potential for a 2025 deficit of
$26 million — a potential. The conclusion of the doc-
ument said words to the effect that a deficit for 2025
was not inevitable. It could be averted; you could take
action on both the revenue and expenditure sides that
could either get it to break-even [or] turn it into a sur-
plus, [which] is what is desired. That's what the
PREFU said.

Obviously, it was a highly discussed docu-
ment in the political arena at the time. | would say to
the Committee and honourable Members that there's
a two-week window in which the PREFU document
could have been gazetted. In an attempt to keep it out
of the political fray as long as possible, we chose the
very last day of the two-week process — 2" April —
but legally, it could have been two weeks earlier. That
obviously caused concern. The election came shortly

after that on 30t April, and we had our election re-
sults.

The Honourable Deputy Governor asked the
civil service to have another look at the 2025 year
which occurred in mid-May 2025 and Chief Financial
Officers and Chief Officers — at that time we were
talking about 12 ministries, 2 portfolios and 9 offices
so we're talking about 21 (sic) agencies, were can-
vassed to say, what do you think now? As a result, we
got a figure of $60 million as a possibility, so the pos-
sibility of a deficit had actually grown by then. Obvi-
ously, the Government took note of the need to take
action, hence the 16" July memo from the Honourable
Premier, who was the Acting Finance Minister at the
time, asking for reductions.

Mr. Chairman, | will close by saying quite suc-
cinctly that from what | see now, unless something
goes completely haywire in the last five months of the
year, | do not believe we will have a $60 million deficit.
| don't see that happening. As | said, it's caveated on
the basis of— if things go awry in the last five months,
well, they go awry, but | can't foresee... We don't see
anything happening.

The latest set of financial information we have
is the seven months ended on the 31st July. Shortly
we will have the month of August — we'll probably
have that available next week; but for the first seven
months of this year, with the action the Premier has
taken, namely, pausing recruitment for the rest of the
year unless it's really essential. | know the RCIPS
[Royal Cayman Islands Police Service] desperately
wants additional staff and will probably come to Fi-
nance Committee this month, | believe, to get addi-
tional resources — subject to change, of course, in
terms of the timing. The RCIPS wants additional re-
sources, staff resources in particular, so | know that's
coming.

Mr. Chairman, even bearing in mind those
sorts of additional requests, we will get additional re-
quests for the usual tertiary care which could easily
be, maybe, another $20 million. We are going to get
requests for financial assistance, possibly. There will
be other pressures, but | don't see a $60 million deficit
at the end of 2025.

The Chairman: Thank you for that answer. If | could
ask you, do you see an actual deficit occurring for the
year 20257

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: My honest answer is, Mr. Chair...

If you ask me how do you assess the effect of
what the Premier's memo has done, | couldn't do so
today but with the action taken, | don't see the Gov-
ernment having a deficit. | see a break-even position,
a small surplus position.
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The Chairman: Thank you, sir. | don't want to hog the
questions, so I'll ask other Members to take care. You
had yours first. Go ahead, Mr. Bryan.

Mr. Kenneth V. Bryan: Thank you, Mr. Chairman.

Good morning members, and thank you. Mr.
Jefferson. | am very encouraged to hear that things
are looking a bit better with the Government. Thank
you for enlightening the Committee [in] trying to un-
derstand how the complicated finances of the country
work.

The report, on page 52 paragraph 130,
speaks to your Ministry’s limitation in being able to
control the levers for change that may sometimes be
needed. We know that over the last, | think it was
within 20 years, we decentralised the financing func-
tion in government whereby you can only advise; you
cannot control many of the expenditure concerns you
highlighted just now. You referred to the Premier
sending out a memo to control spend or hiring freezes
and so forth.

It makes it difficult for you as the constitution-
ally responsible advisor to the government on control-
ling mechanisms. Do you think that should change in
law because it seems it is a common practice? This is
not the first time we've been around a situation where
you give advice — basically you can send it to the
ministries [but] the ministries don't really have to ad-
here to your direction, yet you're still the one held ac-
countable for the guidance from an FFR perspective,
along with the government. How do you feel about
that, and do you think the law should be changed?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. Before |
attempt to answer, | just want to clarify with Member
Bryan whether he has in mind the question of should
the accounting function...?

He's nodding, Mr. Chairman. Should the ac-
counting function be centralised within the Ministry of
Finance, as opposed to the present situation where
each Ministry (there's 10 at present) is required by the
Public Management and Finance Act to have a Chief
Financial Officer [yet] there are CFOs who cover two
ministries — one person covers two ministries.

Member Bryan, thank you for the question. It
is a difficult one to answer, to say [that] if we central-
ised we would be in a better position, et cetera. It's
difficult to say a definitive ‘yes’ to that. For a long time
in the Ministry of Finance, we have struggled with the
frustration of CFOs — and I'm not talking badly of my
colleagues. CFOs, in particular, do not see the Finan-
cial Secretary as their boss. They don’t; they see the
Chief Officer of their ministry, portfolio or office, and
ultimately, the Deputy Governor as their boss.

An interim step, Mr. Chair, Member Bryan,
would be that Chief [Financial] Officers could report to
the Financial Secretary but continue to have a rela-

tionship with the ministry's Chief Officer. Whether they
are all on the third floor or a different floor or they stay
on their different floors is a practical question, but we
could try to see whether that change made a differ-
ence.

| apologise if it's vague and woolly, but that's
the honest answer. We don't know for certain in ad-
vance.

Mr. Kenneth V. Bryan: Through you, Mr. Chair.
Thank you, Mr. Jefferson. I'll ask the question to the
Deputy Governor as well when he comes along, be-
cause from an authority in reporting he may be able to
opine further. | know it's quite difficult for you to opine
because you're speaking on your colleagues.

Let's move away from the operational ex-
penses, which you've covered and enlightened the
audience today quite adequately. About revenue op-
portunities, which is the other half of this equation of
sustainability, we talked about new revenue streams
or current ones that can be increased or expanded.
From your perspective, do you have any recommen-
dations for this committee that should be considered,
or an idea of where we may go while we try to balance
this equation of reducing expenses [while] at the same
time increasing revenue to cut down our debt and pay
for the rest of the things that we need to do for the
country?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Member Bryan. Mr.
Chairman, through you.

Mr. Chairman, the one area that comes to
mind immediately would be the stamp duty regime.
That is perhaps a promising area. As an example, |
know that in 2023 the stamp duty on land transfers
was $78.5 million; in 2024, it was $88.7 [million]; to
July 2025 it is $57.7 million. The reasonable expecta-
tion for the whole of this year could be something
close to $90 million. | know this was an area that the
previous administration planned to do something
about. In fact, it was one of the revenue measures
they thought about, [but] it was not actually imple-
mented.

I'm kind of reluctant to give the specific de-
tails. | certainly don't want to scare away the real es-
tate business at all, but | do know the general idea
was that there were certain areas within the Islands
where the standard rate of 7.5 per cent could be in-
creased. A past and current Member of Parliament
said that in his view maybe it could go as high as 15
[per cent] in certain selected areas. | don't think the
past administration supported 15, but it certainly was
open to it going higher. | think that's one area, Mem-
ber Bryan.

As | said earlier, the financial services industry
has already introduced some measures that took ef-
fect on 1%t January. | think they would be reluctant to

Parliament of the Cayman Islands



Official Public Accounts Committee Transcript

Thursday, 4 September, 2025 7

make any further changes to that area, so | think the
most promising would be the stamp duty regime. |
also know that the Lands and Survey Department has
a proposal in mind to change the regime. For exam-
ple, Mr. Chairman, one possibility under that scheme
is for Caymanians to pay a lower rate of duty than the
current 7.5 per cent, so you're introducing a nationality
regime into the stamp duty regime. | know it is a pos-
sibility.

To me, that is the most fruitful area for further
revenue.

Mr. Kenneth V. Bryan: Thank you, Mr. Jefferson.

Mr. Chairman, | know that other Members al-
so want to ask questions, so I'm going to wrap this up
quickly with two minor ones per what the Secretary
said. | know you were unable to further clarify about
the past administration and this discussion of potential
duty waiver increases because you wouldn't have
been at the Caucus level, but just for confirmation: It
was rejected; that's why it didn't happen.

Could you say whether the current administra-
tion is considering them as a revenue stream now, in
light of SPS [Strategic Policy Statement] coming up
soon?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair. Just to clarify,
Member Bryan, did you say import duties?

Mr. Kenneth V. Bryan: The duties on land transac-
tions — the increase in certain areas in Cayman,
which you referred to as a potential new revenue
stream.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Yes, sir. Thank you, Member Bryan.

| haven't got any feedback on whether it is ac-
tively considering that or not. | haven't got such feed-
back, so | can't say yes or no. All | can say is that
there is a proposal from the Lands and Survey De-
partment to change the regime, and | believe the cur-
rent administration is aware of such a proposal. Fur-
ther, | do not believe that it has gone to Caucus as
yet. It is an initial stage that would have to go through
to get approval.

| can't answer for certain with a yes or a no
that they are for it or against it. | think it's something
they obviously will consider and debate and go back
and forth, and a majority view will prevail.

Mr. Kenneth V. Bryan: Thank you, Mr. Jefferson.
Thank you, Mr. Chairman.

Mr. A. Roy Tatum: Good morning. Thank you, Mr.
Chairman. Financial Secretary, thank you very much
for your comments so far.

| want to go back to the issue with regard to
projections. | have had a concern for many years
[and] you might have heard me say so publicly as well
that I'm of the firm belief that we have a problem as a
country with making accurate projections with regard
to the country’s finances. | believe during a Meeting of
Parliament, perhaps the last Meeting, the current Fi-
nance Minister also had concerns about bringing the
SPS now because the forecast may be widely differ-
ent from where we are at.

Having listened to your explanation of the fact,
I'm heartened that it doesn't sound like we will have a
deficit, but do you agree with me given the number of
times since the PREFU and along the way that the
possibility of a deficit has changed, will you opine on
whether or not we have a challenge, as a country,
with accurately forecasting, even over short periods of
time like a year.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Member Tatum and
through you, Mr. Chairman.

There is no doubt about it, Mr. Chair. Perhaps
we can put it down to human nature. There is an al-
most inherent desire by Heads of Department to un-
derstate their revenues. I'm going to use a ridiculous
example: | know, as a Head of Department, that | real-
istically can collect $9, but | want to appear in a fa-
vourable light at the end of the financial year, so I'm
going to say that my revenue estimate is $6. If | get
$8, then | look good. There is an inherent tendency to
want to do that, Member Tatum, which has caused
problems in the past. There's no doubt about it.

Mr. Chairman, the best example | can give is
tertiary care, where we see the revenue projections
coming from the ministries, portfolios, and offices. The
procedure is that the Revenue Unit has its own projec-
tions. Mr. Ramoon is the director of that unit. For a
number of years, he will have his own projections as
to what revenues are going to be for the government;
and his concentration is on the coercive revenues—
the big revenue earners in government which account
for, like, 92 per cent of government’s revenue. We're
talking import duties, financial services fees, stamp
duties, work permits, tourism accommodation tax, and
so forth. Member Bryan will remember quite well.

If those revenues are understated, Mr. Chair-
man, the government's need to have a surplus means
that expenditures have to be lower than they could
and should be. The result is that you get an individual-
ly significant expenditure appropriation, like Tertiary
Care at Local and Overseas Institutions for Those in
Need, given the budget code of NGS 55 (meaning
Non-Governmental Supplier; 55 referring to all the
different healthcare). In the 2025 budget that [item] is
stated at $15 million whereas the reality is that in 2024
it was in the region of $57 million. | have the precise
number; | could give it to you.
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The consequence of that is that revenues can
be understated and expenses are understated in or-
der to arrive at a surplus, and once the year starts, the
revenues perform better than the projections. Then
you take care of the expenditure side by having sup-
plementaries. We've already seen that in June of this
year the Finance Committee approved a supplemen-
tary for NGS 55, amongst other things. There were
others — Financial Assistance to Seamen and Veter-
ans supplementary and so forth, but that's the general
point; so, Member Tatum, I'm admitting to that and
definitely know that we need to do better.

| was talking to the director of the ESO just
yesterday, and his department is actually able to do
some forecasting as well. The current situation, Mr.
Chair, is that the Revenue Unit has its own forecast all
done by itself. When the SPS and the budget process
starts — this is probably old news to Member Tatum
— we write to all the ministries and ask for their sub-
missions. Those submissions come in and include
both revenues and expenses. We compare those
submissions of revenue from the ministries with the
Revenue Unit's numbers; and oftentimes, there is a
difference. The Revenue Unit, the budget unit, will
contact Ministry X and say, “Your estimate is $100,
the Revenue Unit’s is $61,” or it could be the other
way, “how are we going to resolve those differences?
Do we reach a compromise or do we stick with your
number?”

In many instances, Mr. Chair, the deference is
toward the Ministry that's responsible. If we are talking
of tourism accommodation tax as an example, if the
Department of Tourism and the Ministry of Tourism
said, “We feel that the revenue estimate is this be-
cause we know more than the Revenue Unit,” we
would defer to them. That's the current situation where
you have two sets of numbers being compared. The
director of the ESO has said his area can produce its
own and it is something we will be pursuing. You then
have three sets of numbers and hopefully that will be
even better.

Mr. Chair, | do know that, and I'm jumping
way ahead, the recommendation for the independent
fiscal review contains the comment that the Ministry of
Finance rejects it and does not want to pursue it. That
comment was made purely on the basis of our
knowledge of what such a review body actually does.

Taking the Office of Budget Responsibility
(OBR) in the UK as an example. It was established in
2010 by the UK Chancellor at the time, Mr. George
Osborne, so obviously, it's been around for 15 years.
Something the OBR is tasked with is to advise the UK
Government of any changes in legislation. On any
new policies they want to pursue, [they] will advise
them this is the financial impact of what you propose;
but the prior period of time is 10 weeks, so if the UK
Government wants to introduce something, they have
to give it to the OBR 10 weeks prior.

Now, | know there is no comparison between
the UK and the Cayman Islands, so in Cayman’s con-
text the 10 weeks could become five or two [weeks].
Our concern was the practicality of the timing of it and
how it was going to work. | certainly don't object to
another independent review of our projections. The
PAC can obviously make that recommendation. We
would have to go through the practical considerations
of who is going to fill this role. Since it [would be] in-
dependent, it obviously can't be from government; but
in all likelihood, it would have to be paid for by gov-
ernment. | don't know the arrangement in the UK, [but]
| think that office may be funded by the UK. It is cer-
tainly not for free.

Mr. Chair, saying all that to say— yes, reve-
nue projections and expenditure projections can im-
prove and they should improve. In principle, we don't
have any objection to the establishment of an inde-
pendent fiscal body; our concern is more about timing.
| would also say that we worry about... It's not imme-
diately clear to us how the body would work, who it
would consist of and so forth. That's the only reason.

Mr. Chair, sorry, | had a slip of memory there
as well. | wanted to make an additional point about
deferring to any ministry for their input into revenue
estimates in particular, but it's also expense esti-
mates. If you read the PREFU document deeply, you
will see the revenue estimates for all the major
sources in government, and you would find that the
revenue estimates for 2025 for import duties — all of
those categories; alcoholic beverages, duties on to-
bacco, duties on gasoline and diesel, duties on motor
vehicles, and the broad category of “other import du-
ties” are precisely to the dollar equal to what the actu-
al revenues were in 2024. Not a dollar more, not a
dollar less. They were precisely equal. The Ministry of
Finance questioned it and basically, we were told,
“That’s what we're sticking with.”

| used that as a prime example for, in many
instances, having to rely on what a particular ministry
has told us. That's a long spiel, Mr. Chairman, but |
hope I've answered Member Tatum's question.

Mr. A. Roy Tatum: Thank you, Mr. Chair. Financial
Secretary, thank you; yes, you did.

Just for clarity, | want to ensure that the pub-
lic, you, and your colleagues realise that my question
isn't about blame. All right? | just want to make sure
that's clear. It is about how we fix it going forward, be-
cause this is an important part of this issue of sustain-
ability, our being able to suss out— to use a good old-
fashioned word— as Government develops policies,
exactly what the cost and the impact will be. The
[idea] of a separate oversight body, | have no issue
with, if that's the direction the Government of the
country wants to go, but | certainly think we need to
sort out our problems in-house.

| wrote it down and then my colleague asked
about it: Is there an issue with decentralised finance
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reporting and as you spoke, | got — well, | won'’t put
words into your mouth. Could you tell me what you
think some of the main issues are and how we solve
them, in terms of our ability to improve forecasting?
What could be done. I'm guessing you may be looking
at centralising some of the finance aspects. I'll stop
there and let you respond.
Thank you.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Mr. Chairman, before | attempt to answer
Member Tatum's direct question, | would really beg
your indulgence to present some information because
this is a critical area, particularly for myself and Mem-
ber Bryan. He questioned me [on it] some time ago
and on reflection, it wasn't answered; so | would like to
answer it now. If | could ask the Deputy Serjeant to
just hand these out. | should have enough for every-
one.

Mr. Chairman, the Deputy Serjeant is handing
out quite detailed information on the government’s
coercive revenue numbers. | actually printed the col-
umn letters, row numbers, et cetera. The J column is
the PREFU projection. The C column is the revenues
on those different items collected in Q1 of 2024. Col-
umn E is the actual revenues in Q1 of 2025, January
to the 31st of March, and what the expectations were
for those individual numbers as per the original 2025
budget which was compiled in November/December
2023. Taking as an example, row 7 — “Company fees
payable by exempt companies”, the Q1 revenue for
2025 for that category was $110 million. The budget
expectation per the original 2025 budget for Company
fees - Exempt companies was $79 million, so that
gave a $31 million variance between what the original
budget expectation was and what we actually
achieved in Q1. That's in column H.

From my recollection, Member Bryan's origi-
nal position was: Can you tell me whether the fantas-
tic results in Q1 of 2025 were included in your PREFU
numbers because it's an incredible number. On the
very last page of this stapled document, Mr. Chair-
man, it says that the variance on the higher coercive
revenues were a positive $60.6 million. That's an ex-
tract from the Q1 report. The important point in this
schedule is, again, taking row 7 (the company fees)
the actual revenue for that item of $110 million for
2025, and comparing that to column J, which is the
PREFU number. We see that the PREFU number for
exempt companies for the year is almost $124 million,
so it does include the $110 million in Q1 of 2025, and
so we go down the line, Mr. Chair.

The financial services fees have obviously
done quite well, so that category, collected by the
general registry, was $200.4 million in Q1. The
PREFU projection for that entire lot was $216.7 [mil-
lion] so I'm concluding that as you go down this list,

the PREFU number is going to exceed the number in
Q1.

Kenneth V. Bryan: Mr. Chair.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Sorry. Just let me finish Member Bryan
— so if you go down, highlighted in yellow on page 3,
we see the $60.6 million variance that's mentioned in
the Q1 report; therefore, my answer to what he asked
is, Yes. The fantastic Q1 results were actually con-
tained within the PREFU projections. Then on page 4
we see the totals. We see that the PREFU revenue
projection for 2025 of $1,121,264,000 is remarkably
close to the actual revenue in column L of
$1,124,998,000. The difference between the two
numbers is only about $3.6 million.

Hence, a further point would be that the
PREFU number was not recklessly or negligently
done, Mr. Chair. It reflects the submissions that we
got then from 12 ministries, 2 portfolios, and 7 offices.
It was the submission that we got. Their actual num-
ber was even a bit less, so the result of the Ministry of
Finance getting involved actually improved the reve-
nue projection very slightly from what the CFOs had
predicted, and also it was credible in relation to the
2024 actual revenue collection.

The answer to Member Bryan was, we believe
we can see from these figures that the Q1 revenues
sit within the PREFU numbers.

Mr. Kenneth V. Bryan: Mr. Chairman, I'm reluctant to
open up this line of questioning, but I think it's good for
the public to get some clarity. | don't want to take
away from my colleague [since it] was in his line of
questioning, but as Mr. Jefferson aligned to answering
a question | previously posed, which | appreciate the
clarity, | feel compelled to intervene a little bit.

As I'm trying to [follow] along your analysis
with the documentation that you provided for us, I'm
happy to be corrected, but I'm still not sure | get you
because what you're saying with the numbers that
you've given us is that the PREFU revenue figures
were considered in its conclusion of a $26 million defi-
cit. Then you used column E to show the relevance of
it to be somewhat covering, but column E is just for
one quarter and column J is for the full year.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Correct.

Mr. Kenneth V. Bryan: If the full year figures you
highlighted in J are what they are, particularly if you
even recognise the $60 million extra, you still have
three quarters (nine months) to go. | could understand
if it was quarter-to-quarter liability reference, but to
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say a quarter to a full-year revenue... I'm a bit lost.
Maybe you can [elaborate] further.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. Thank you,
Member Bryan;

No; the question that was put to me quite
some time ago on the margins in this Chamber was —
there was disbelief that there would be a deficit of $26
million at the end of the year, given the great perfor-
mance in Q1. | recall the question being, “Are you
sure that the PREFU captured the fantastic results in
Q1 in the PREFU numbers?” Because it was a $60
million positive variance on the coercive revenue,
could you make the quantum leap of saying, “If that
positive variance of $60 million persisted to the end of
the year, why don't you then have a surplus? Why
don't you have $26 million as a deficit but take into
account that in Q1, you had a positive variance of $60
[million] and put that at the very bottom so you would
go: $26 million deficit, a positive variance of 60, and
then end up with around $30 million, or whatever the
difference is.

The problem with making that quantum leap is
that, first of all, you do have precisely nine months to
go, so some of that $60 million positive variance is
going to slip as you go through the year. It's not al-
ways going to be $60 million at the end of the fourth
month, the fifth month, and the twelfth month. It is not
always going to be $60 million. You are going to have
a really positive number at the end of Q3 because
financial services come in that quarter.

Also, Mr. Chairman, the comparison is made
to a budget that was put together in 2023, so the
comparison is old, right? In addition to that, we also
have the expenditure side so it's not just a positive
variance of $60 million in Q1 persisting all the way
through to the end of the year, we have to look at
what has happened or could possibly happen on the
expenditure side as well. When you put those two to-
gether, that is how we ended up, at that time, with a
deficit possibility of $26 million.

Mr. Kenneth V. Bryan: Mr. Chairman, | think it may
not be fruitful for our time for me to further expand on
this, but I'm going to say that I'm not sure if I'm in
agreement with you. The good news is that as long as
the Lord doesn’t come before the end of the year, the
actuals will be better analysed as to whether the pro-
jections were off or not. Ultimately, my colleague
asked about the projections.

Most importantly, what can we do today,
whether [it be] legislative change, cultural practises
within the civil service, [or] authority from your office
(based on change), to ensure that we don't find our-
selves in this situation [due to] what you outlined,
which is under forecasting of revenue and under
budgeting of expenses; because what | have conclud-

ed, Mr. Jefferson, is that maybe you, and your team
has been taking heat for a structural problem within
our system.

Therefore, the first question | ask is what au-
thority do you have to control the information you get,
which ultimately produces something that cannot be
relied on even in this honourable House, whereas we
have the Minister of Finance saying, “/ don't even
want to accept it to do an SPS, because it's not relia-
ble within a six-month period” — and it may not even
be your fault; and we just highlighted the fact that we
may need a third assessor of revenue and expenses
that should possibly be independent, so we accept
that.

The question today for this Public Accounts
Committee is what do you recommend, being the sole
person charged with guiding the country and its lead-
ers as to what to do because as a Minister of Cabinet
| saw your frustration within the civil service. Most of it
is about operational costs — and we know the prob-
lem is within the operational component because we
recently saw the Government buy a $5.5 million piece
of land while suggesting there's a $60 million deficit,
but that's a capital component so | don't want to
wrongfully put too much pressure on you. | know your
team is under pressure.

For the purposes of what this report is sug-
gesting, we need to have better systems so we can
have sustainable forecasting and management of our
money for generations to come; so again, as my col-
league asked: What do you think needs to be done so
we have better projections of revenue and better
budgeting of expenses? That was the question.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman, and thank
Member Bryan for that.

What comes to my mind as the most practical
way forward is for us to report the differences in reve-
nue and expenditure forecasting we come across to
the Deputy Governor’'s Office as the leader of the civil
service, and someone whom the CFOs and Chief Of-
ficers see as their leader.

For finance to report the differences we disa-
gree with to the Deputy Governor, in the knowledge
that he will intervene; chat with individual ministries
and portfolios to try to get an agreed position.

Mr. Kenneth V. Bryan: Mr. Chairman, | will close by
asking this, which is the political side, because | don't
think the civil service is alone in taking the blame for
much of this, and | am here to inform the public, which
is what this committee is about. In the practical sense,
is it factual that sometimes, even if the Chief Officer
may want a particular outcome or tries to be responsi-
ble in the projections, the ultimate figure by which the
budgeting of expenses or revenue projections is con-
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cluded is the political arm, which would be the Minister
responsible for that area? Would that be fair [to say]?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair.

Mr. Chair, generally my experience has been
that the vast majority of times the Ministers, to my
knowledge, don't tend to override the “dollar figure”
submissions too much. | don't have any evidence at
all of a Minister contradicting a submitted projection or
asking for and obtaining a different revenue or ex-
penditure number. | am not aware of any such evi-
dence, so | can't really answer the question either
way.

Mr. Kenneth V. Bryan: With that assumption then, we
assume it's solely on the civil service side of things
that we are getting the, dare | say flawed, projections
and figures causing the problems we're talking about?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chair, thank you. | would agree
with that. Perhaps 75 per cent.

The Chairman: Mr. Tatum, go ahead.

Mr. A. Roy Tatum: Thank you, Mr. Chair.

Financial Secretary, thanks again. | will close
by saying that my takeaways from what you said are:
an outside, independent body is perhaps needed; the
conversation with the Deputy Governor is a good idea
and should be taken up — | hope it is. | heard you say
there are conversations with the ESO in terms of as-
sisting, and | think it is also a positive move. | think
improving the link between the CFOs and yourself
should be considered. | will leave that alone and move
on to the last item | have.

| want to agree with you, sir, about the need
for a war chest. Whilst | wasn't elected, you obviously
know that | worked in the Premier's Office under Sir
Alden and was part of the Government Caucus, so |
know what the conversations were. | know about the
concern of the Caucus and the Elected Members at
the time, having gone through the 2008 recession, of
being prepared, not wanting that situation to occur
again and wanting to ensure we did a couple of
things, one of which was to put aside money, expect-
ing the possibility of a recession. Nobody expected a
pandemic, but as you rightly said, thankfully, it was
the case; we closed down the country and there was
money there.

Given what you said earlier about the need to
get back to that, could you maybe advise us on exact-
ly what the process is in advising the Government on
matters like this, if that makes sense. If you have con-
cerns, how do you go about informing, making sug-
gestions, and so on? It's a very straightforward [ques-

tion]. I'm not trying to get into politics with it; | would
just like to know what the process is. Thank you.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

| will address concerns first. In that respect |
think the principal way we in the Ministry of Finance
do it at present, and have done for quite some time, is
placing our comments about the financial implications
of what the Government is about to embark on into
Cabinet Papers.

All Cabinet Papers should now come to the
Ministry of Finance for the insertion of comments un-
der the “Financial Implications” section. There's a
similar section for legal implications. If we have con-
cerns, we place them in [the relevant] section of every
paper. In fact, Mr. Chair, we receive Cabinet Papers
for input even if they are not financially related; they
all come to us, and in many instances, we say “there
are no financial implications here.” Our concerns
would certainly be with reference to whether the Gov-
ernment is in jeopardy of breaching FFR ratios. That
would be our primary concern, our primary way of as-
sessing in ourselves whether there is a concern the
Government should address.

In terms of advice, Mr. Chair, obviously the
best way of giving our advice would be through our
Minister, the Minister for Finance. Where we talked
about increasing the general reserves of the country,
we would advise that through a Cabinet Paper drafted
for the Minister for him to take to Cabinet. “As we ap-
proach the end of the year, shortly into the New Year,
we need to put aside X dollars for the general re-
serves.” That is our best way of advancing things that
we think should happen — through our Minister.

Mr. A. Roy Tatum: | have another question, but in the
interest of time I'll just leave it there for now, sir. Thank
you.

The Chairman: Are there any other questions? Mr.
Panton.

Hon. G. Wayne Panton: Thank you very much, Mr.
Chair.

| want to thank the Financial Secretary and his
team. The comments made today have been quite
illuminating. | think, rightly so, that we've cut across
many aspects of this report which deal with financial
sustainability. We're talking about monitoring and
tracking expenses and revenue in the short to medium
term, but also trying to identify how we ensure the
long-term sustainability of the country’s finances and
ultimately, its success.

Mr. Secretary, in your earlier contribution |
think you indicated that the end of the 2024 financial
year was looking like... | can't remember whether you
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said it was going to be a break-even or potentially a
deficit. Then | think you suggested—

[Inaudible interjection]
Hon. G. Wayne Panton: 2024.
[Inaudible interjection]

Hon. G. Wayne Panton: It was a surplus, but | think
you indicated it looked like it might not have been;
then it turned out to be a surplus, which | think is in-
dicative of what we have been discussing here: the
difficulties you've identified with tracking and monitor-
ing expenses on your side, and the well-known diffi-
culties of being very accurate with our revenue projec-
tions. Was that a fair summary of what you indicated
at the time?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair and thanks,
Member Panton. | think my comment [was] we could
possibly have ended 2024 with a deficit, whereas in
fact, we didn't. | guess that comment was more aca-
demic than anything else.

Hon. G. Wayne Panton: It is now, for sure.
[Laughter]

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: [Through] pure arithmetic, if that trend
from 2018 to 2023 had continued into 2024 whereby
every year your expenses are rising 8-plus per cent,
but your revenues are only rising [by] 4.5, it would
have resulted in a deficit around Septem-
ber/October/November 2024. Fortunately it did not
happen, so the comment was more theoretical than
anything else.

Hon. G. Wayne Panton: | thank you very much, Mr.
Secretary. | think you would probably agree that for
the financial security of the country, it will always be
better to try to control your expenses. You have more
control over your expenses sometimes than you have
revenue, particularly given in the context of our expe-
rience of having difficulties being accurate with reve-
nue projections. | think it is something the country and
any government need to bear in mind.

Based on a question from a colleague along
the lines of what suggestions you have, you referred
to revenue measures and stamp duty. | think there
was an indication that there was a proposal to have
higher rates of stamp duty. | wanted to clarify that be-
cause | think as of back in 2021, we issue Cabinet
summaries which indicate what actions Cabinet has
taken and what decisions have been made, so the

public has an idea. | wanted you to be able to clarify
for us whether that was making a distinction between
stamp duties paid by Caymanians versus non-
Caymanians? Are you able to say that?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Sorry, Mr. Chairman, just to clarify,
[it's] the previous decision you are talking about, Mr.
Panton, is that correct?

Hon. G. Wayne Panton: Yes.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: No, Mr. Chairman. That decision, from
recollection and memory, did not distinguish.

If you were from Uganda but became a Cay-
manian, once you became a Caymanian, then yes,
you would be entitled to a possible stamp duty break
on your first purchase and if you then acquired your
second property, the normal rate of 7.5 per cent would
become 3.75 per cent; but it did speak to the need to
be Caymanian in order to get those concessions.

Hon. G. Wayne Panton: No, Mr. Chair. Just to clarify,
I'm not speaking about the concessions in respect of
Caymanians who have purchased homes for the first
time or even the second time. I'm talking about a pro-
posal which you referenced for stamp duty changes; |
think at one point, you indicated that there was a con-
templation of moving some of it up to as high as 15
per cent. What I'm asking you to clarify from whatever
was discussed at that time is whether the 15 per cent
would have been relevant to all purchasers or just
non-Caymanians.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman and thank
Member Panton for the clarification.

| don't recall. It's a bit vague and woolly now
because it's been some time since | looked at it. |
know that the Lands and Survey proposal actually
contained an element of Caymanians paying a stamp
duty rate, whether it was their 10, 11t or 7t pur-
chase. They would pay a lower rate than the present
7.5, regardless of the number of purchases they
made, once they were Caymanian.

Mr. Matthew Tibbets, Accountant General, Ministry
of Finance and Economic Development: Mr.
Chairman, | believe Member Panton is referring to the
proposal from Lands and Survey. | believe the most
recent consideration was that over a certain threshold
the rate would change, [while] under that threshold, it
would be 7.5. | believe that's what the Member is ask-

ing.

Parliament of the Cayman Islands



Official Public Accounts Committee Transcript

Thursday, 4 September, 2025 13

Hon. G. Wayne Panton: Mr. Chair, just to clarify, |
agree with Mr. Secretary’s comments on the potential
for revenue measures from the stamp duty area to be
improved and be an even more significant contributor,
but the comment was made in relation to increasing
stamp duty to 15 per cent...

| would say during COVID and post-COVID,
countries around the world have recognised that an
issue that has arisen has been a housing crisis, and
one of the policy levels that exists is to differentiate
property tax between locals versus non-locals, and |
thought that was what you were alluding to when you
mentioned the contemplation of going up to 15 per
cent; if that's not the case, then that's fine.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair. Unless | have
the proposal in front of me, which | don't, | can't say
yes or no to that. | simply don't recall.

Hon. G. Wayne Panton: Thank you, Mr. Chair.

The Chairman: Mr. Saunders, | think you had ques-
tions.

Mr. Christopher S. Saunders: Yes, Mr. Chair, but |
will yield to my colleague. He has a question that may
be relevant to what's being discussed before | open a
new thread.

Mr. Kenneth V. Bryan: Mr. Chairman, | thank my col-
league for giving way in the spirit of comments recent-
ly made. We were trying to do structured topic areas
and we kind of went off that a bit. | don't want to wait
for when this question may happen later on and com-
ment. What | would like to ask the witness is based on
something recent, so it's probably best | ask it now,
then try to get back on the scope of the line of ques-
tioning.

The Honourable Financial Secretary acknowl-
edged that we recently implemented the obligation for
financial comments on Cabinet Papers. Is that fair?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair.

Mr. Chair, no, | wouldn't say it's recent. It's
been in existence for a while

Mr. Kenneth V. Bryan: Fair, | accept that. For some
time. The acknowledgement also highlighted by you
was that there ended up being a surplus for 2024. Do
| understand that correctly as well?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Yes, Mr. Chairman, of approximately
$60 million.

Mr. Kenneth V. Bryan: The one area we're going to
further examine in this PAC line of questioning is pro-
jecting for cost for policy decisions.

You would recall, | think everybody is fully
aware, that right before the New Year the past admin-
istration took a policy position of a 5 per cent increase
for civil servants and an uplift for seamen and poor
persons with benefits, which should have had, the
cost implications for the future within that Cabinet pa-
per; and whether you would be able to meet the FFR
requirements as well as whether you would have a
projected deficit or not based on whether the Cabinet
made that decision. Would that be fair?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: That would be fair.

Mr. Kenneth V. Bryan: Thank you; so when the past
administration made the decision in December to in-
crease the civil servants by 5 per cent, which ultimate-
ly increased the pension liabilities and reoccurring
costs for 2025 which were not budgeted for, you
would say for certain that it was outlined in the Cabi-
net Papers.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chair, when the announcement of
the 5 per cent COLA [cost-of-living adjustment] was
made by the then government in late 2024, it was
done rather quickly at an afternoon Parliament ses-
sion. | was asked very quickly what would be the im-
pact of a 5 per cent COLA, and we estimated it in the
region of $20 million.

The good news was we knew the substantial
underspending of personnel costs that had been
budgeted within the civil service would be able to ac-
commodate a $20 million additional personnel emol-
uments figure without need for a supplementary fund-
ing request.

Mr. Kenneth V. Bryan: Thank you, Mr. Jefferson.
That paper then would have advised the Cabinet,
which includes the Governor, that there would not
have been a deficit projection for the end of 2025 be-
cause the monies would have been available. Is that
correct?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, | believe the request |
received was via a WhatsApp message from the then
Honourable Premier during a Parliament Sitting and
we were within the halls. | cannot say yes or no be-
cause | don't recall accurately whether there was a
subsequent Cabinet Paper; obviously, there could
have been as well as there might not have been, but
the request for a calculation as to how much it would
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cost was done via a WhatsApp message whilst we
were here.

Mr. Kenneth V. Bryan: Thank you.

Mr. Chairman, through you. Are you suggest-
ing the Government passed and approved a 5 per
cent cost of living increase plus an uplift in poor per-
sons' relief via WhatsApp and not a Cabinet Paper?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair. I'm speaking
specifically about the 5 per cent COLA, nothing else.

Mr. Kenneth V. Bryan: Thank you.

Mr. Chair, through you — and let me be direct
with the question. Was a Cabinet paper approved for
the 5 per cent, and in that 5 per cent Cabinet Paper
approval, which had to be done, were there future
cost implications for 2025 from your Ministry, saying if
you implement this there would not be a deficit for
2025 or there would be a deficit?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair.

| think | answered previously. There are many
Cabinet papers that pass through the Ministry of Fi-
nance in the course of a year. My answer is honest
and it's direct. | don't recall such a paper — it doesn't
mean it doesn't exist. | don't recall it.

Mr. Kenneth V. Bryan: Okay, let me come off of that
line of questioning because you can't answer it if you
don't recall. | can't put that pressure on you.

Do you think Her Excellency would have al-
lowed a Cabinet Paper to be approved if requests for
approval, for example, the cost of living increase and
the poor persons' relief uplift would ultimately result in
a deficit?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Mr. Chairman, the answer is: regularly, no,
that would not have happened. The Governor would
not have approved such a thing.

| can say though, Mr. Chairman, that there
have been instances where Cabinet Papers for sup-
plementary expenditures were approved by Cabinet
that did not contain comments in the financial implica-
tions section. That has happened. Not commonly, but
it has happened in a few instances. The act of prepar-
ing a Cabinet Paper and submitting it [directly] to Cab-
inet is not supposed to happen. The Cabinet Office
should reject such papers, Mr. Chair; if a paper does
not contain implications, the Cabinet Office should
reject it.

I'm saying to Member Bryan that ordinarily the
answer to that is no; but | have seen instances where
papers have been approved by Cabinet and the
comments were either absent or there were com-
ments in those papers that did not come from the Min-
istry of Finance. They could have been drafted by the
requesting Ministry itself.

Mr. Kenneth V. Bryan: Thank you. We have to draw
some conclusions here, Mr. Jefferson. Either the
comments were not there and approved by Cabinet
with the Governor's supervision and acknowledge-
ment, which does not give indication as to whether or
not this major policy decision, which you suggested to
[have an] above $20 million effect—

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: About $20 million, and that was specif-
ically for the cost of living aspect. Nothing more.

Mr. Kenneth V. Bryan: Thank you for clarity on that.
Let's just do the cost of living because that's the bulk
of it, right? The poor person’s relief about which the
Government of the day made that policy decision is
probably a quarter of this hypothetical figure, so let's
just deal with the cost of living.

What I'm trying to get at, Mr. Jefferson, is
whether our Cabinet, with the supervision of the Gov-
ernor, had a Paper with or without financial implica-
tions for the next year — because it's going to be a
recurring cost, not only on salaries but also on pen-
sions; and what did it say, because if it did not say
there was not going to be a deficit, what transpired
between December, when it was approved, and
March, when your report was done to cause a $26
million deficit?

It's either the Paper suggested there was go-
ing to be a deficit and the question then becomes,
how was it approved by Cabinet with the Governor's
supervision or if it didn't [indicate] a deficit, what
changed between those three months to cause a $26
million deficit PREFU for 2025 because there were no
major policy cost decisions between December and
March.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chair, the only way to conclude
this is for the committee to request a copy extract of
the particular Paper being referred to.

| cannot say anything more apart from saying
if it was a 2024 matter and there was a Paper, | can't
see how it would make the quantum leap at that time
to necessarily talk about [2025]. It would be too early
to talk about the impact at the end of 2025, but the
definitive way forward would be to request the Paper
to answer all these questions. To see if it is forthcom-
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ing and whether the response is yes, you can have a
copy of the Paper or not.

Mr. Kenneth V. Bryan: Mr. Chairman, | know you
want to go on, but | think what the witness just said is
a significant thing to the body of what we are talking
about today. He just said — and clarify if | got it
wrong; that he could not possibly see... With a deci-
sion like that they would be unable to estimate the
effects of that policy decision all the way up to the end
of 2025. That's the foundation on which we are here
today.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, no, sir. That's not what
I'm saying at all, sir.

I'm saying that December 2024 would have
been quite early for us, not even into 2025 yet, to
make a projection. Our answer to the WhatsApp query
was that the approximate cost of implementing it was
in the region of $20 million and the personnel budget
in 2024 and 2025, providing not all vacancies were
filled and so forth, was capable of funding the request
for a COLA without requiring an additional supplemen-
tary.

The Chairman: Mr. Saunders, let's move on. We're
still on 1.1 and we've had two hours. We've got to pick
up the pace here today.

[Laughter]

The Chairman: Our next witness is waiting outside as
well, and we need a lunch break, so I'm going to ask if
you could try and make it as quickly as possible.

Mr. Christopher S. Saunders: Oh, | guarantee you
mine will not be quick, so if you want to do your lunch
break now we can take the lunch break, because
mine is not going to be quick. If you want, | can start it
and continue after lunch.

The Chairman: No, we need to move, so go ahead
and start and we’ll take a break when we're ready.

Mr. Christopher S. Saunders: First of all, Mr. Chair-
man, | want to thank the Office of the Auditor General
for this report, and also the Honourable Financial Sec-
retary and his team for the answers thus far.

What | think is missing from this report, ulti-
mately, is the political directorate, because at the end
of the day, the budget is something that is approved
by Cabinet and by Parliament, and the last time |
checked, those are all people who are elected. To be
putting the civil service in the hot seat here to answer
for things that the politicians deal with is a bit unfair.

| think there are other things that the report,
while comprehensive, did not take into consideration,

[like] the mindset of the Government at the time. | look
at the makeup of this Public Accounts Committee and
maybe it is providence that three former finance minis-
ters are members of it. Mr. Chairman, while | cannot
speak for the years when you or Mr. Panton were Min-
isters of Finance; but to give the public greater clarity,
| can say to the country and explain the mindset that
goes into these decisions and how the Government
actually makes such decisions.

For example, Mr. Chairman, the report spoke
about revenues growing by 25-26 per cent over a six-
year period and expenses growing by 51 per cent.
During my time as Minister of Finance, revenues went
from $983,712,000 to $1,295,417,000 over a two-year
period and expenses went from $1.107 million to
$1.224 billion. While | accept that during the six-year
period that was looked at, expenses went up by 51
per cent and revenues by 25 per cent, during my time
revenues went up by 31.7 per cent and expenses only
went up by 10.5 per cent. That is not to throw shade
on previous finance ministers because, again, we
don't know what the environment was at the time that
people looked at. As such, every finance minister op-
erates in a different environment based on different
economic concerns.

| can say that for two out of those six years,
revenue growth exceeded expense growth; and
something the Financial Secretary and his team can
attest to me being very keen on is something called
“positive jaws”, whereby the percentage increase in
revenues is greater than the percentage increase in
expenses. | can also say, Mr. Chairman, that | made
myself and my team available to sit with every single
Minister to go through their numbers; and can honest-
ly say the two Ministers who consistently took up the
offer sitting with me and going through the numbers
every month were then-Minister Bryan and then-
Minister Jay Ebanks.

| also think it is important to recognise that
Government does not make decisions in a vacuum.
There are other things to factor in. Case in point: civil
service salaries. | know the issue has been coming up
but something that needs to be considered which is
not included in the report —and | wouldn't expect the
Auditor General to be looking at it, but again, speaking
for the political directorate— is that in a consumption-
based economy where the government is the largest
purchaser of goods and services and the largest em-
ployer of Caymanians, [how much] money goes in the
local economy is very important to us when we look at
other economic factors.

We talked about the government expenses
growing during the six-year period, but GDP growth is
not included in this report. GDP was $4.3 billion in
2018 and $5.7 billion in 2023, so there was actually a
$1.4 billion growth in GDP during the same time
again, by government putting money into the econo-
my. In terms of real GDP growth, which is adjusted for
inflation, between 2015 and 2023 real GDP went from
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$4.1 billion to $4.8 billion; again, while we may be
looking at government finances and our government
spend, in this context, we also have to look at the
overall picture in terms of impact to the local economy
— how it moves economic growth within the country.

For example, when we did the electricity as-
sistance [programme] to help people when things
were going up back in 2022, | think it was, whereby
we worked with CUC and gave the civil service a $450
honorarium, | think, to help with high electricity bills. If
you look at previous revenues that customs would
have collected during that period of time [compared
to] when we assisted by putting more money in peo-
ple's pockets, that summer we got some of that mon-
ey back in import duties because people had more
money to spend in the supermarkets and on other
goods that actually attract duty. While it may have
cost us, we got back some — again — through eco-
nomic productivity and economic growth.

It is important for the public and for everyone
concerned [to understand] that at the end of the day,
when these spending decisions are made, the majori-
ty of government spending is still going into the local
economy and with the multiplier effect, et cetera, it
actually increases economic growth, economic
productivity, which overall is good for the economy.
It's not just to look at the government one way, but to
look at the economic environment at the time. | am not
going to sit back and say, well, Mr. Chairman, your
increase when you were Minister of Finance back
then was X in terms of revenues versus expenses,
because there would have been other factors you
would have considered that | would not have consid-
ered. Equally so for Mr. Panton when he was Minister
of Finance. It would be presumptuous just to say,
“Well, you guys should have done this or that,” when
in fact, we only make decisions based on information
and other economic factors we had at the time.

If the Government sees a situation where the
private sector isn't spending money, it is the govern-
ment’s duty, in order to keep economic growth going
and to keep the economy going, to pump more money
into the economy. Now, will it affect the government’s
increases in revenue and expenses? Absolutely; but
that's the way it is.

The other thing this report does not address,
Mr. Chairman, is the private sector's responsibility. |
mean, healthcare is a major issue in this country. For
too long we have sat inside this Chamber and known
that Caymanians have inadequate pensions when
they retire. Let's say you worked 50 years with a 10
per cent contribution rate; it basically means it takes
you 10 years to see one year's salary. If you worked
for 50 years, that's five years’ salary. Even if that
money doubles during that time, you're looking at 10
years’ worth of salary, yet women are living 19 years
[and] men are living 14-15 years past the age of re-
tirement. What are they going to do with only 10
years’ worth of salary?

We see the rise in healthcare costs and social
costs, but no one looks at the private sector's ability to
take care of their employees. We expect the govern-
ment to take care of its employees and, after a while,
take care of the private sector's employees, too. | can
tell you from CINICO's numbers that right now we lit-
erally have civil servants subsidising private sector
retirees; it is unfair to the civil servants and unfair to
government as a whole, when the private sector is
making a ton of money. There are other structural is-
sues that go beyond this report that it did not consider,
and | think, when it comes to government spending,
those things also need to be considered.

| want to personally thank the Financial Secre-
tary and his team, because | can tell you, | worked
with them and they are a good set of people, they are
professional and they have done a really good job—
but it's important that the public doesn’t walk off just
looking at the government expenses as is because at
the end of the day, the numbers we're talking about go
to educating and taking care of our people. This is
exactly what it is. Ultimately, it's not as if the govern-
ment is sending money overseas. This money is being
spent on local associations and organisations.
Whether it be Meals on Wheels or a sports pro-
gramme, this money goes right back into the econo-
my. People need to understand that when you talk
about cutting government expenses, you're talking
about possibly cutting civil service headcount or sala-
ries, cutting public costs the government has in terms
of providing healthcare and education.

Going back to the Financial Secretary’s point,
when you have a budgeting situation where a Ministry
came in with revenues being the same as 2024 — I'm
willing to bet that same Ministry went and increased
their expenses based on inflation. If they're going to
keep the revenue flat and increase the expenses
based on inflation, what do you think is going to hap-
pen? Exactly what we have here today, so a certain
amount of discipline is needed in the process, but Mr.
Chairman, that discipline starts in this Chamber with
the Elected Members. At the end of the day, whatever
assumptions are given by the Chief Officers or the
Financial Secretary, the political directorate still needs
to accept it; once we come here and accept it, we own
it. Every single one of us has our own point when we
can opine on the budget and the government spend-
ing.

Now, something that needs to come out of
this entire exercise is that certain structural changes
need to be made. | support [that] every Chief Financial
Officer should be a dotted line under the Financial
Secretary. Why? Because Chief Officers generally do
not have the technical skills to evaluate a person’s
financial competence. The Ministry of Finance does.
They can tell you which CFOs — listen, I've had CFOs
give me negative depreciation in one month. How can
you have negative depreciation?! Yet those persons
are still employed. In the private sector, you would be
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fired for that; and we're not talking about $10-$20 —
we're talking millions of dollars. Those are the kind of
things that throw off the government numbers. Unless
you have someone really technical going into the
numbers every single month, we're gonna have this
problem.

Financial Secretary, | want to thank you for
what you have done and thank the Office of the Audi-
tor General for at least bringing it to the fore, but the
structural changes start in this Chamber, with us as
politicians. We are the ones who accept it and the
ones who need to fix it. That's where it needs to start,
and as a matter of fact | am going to leave it there be-
cause I'm gonna go on a rant.

| can say there are other things that need to
be factored in to give the public a more complete
view, [but] we can take it up after lunch, Mr. Chair-
man.

The Chairman: Thank you, sir; you had no questions
then? | just want to make sure.

Mr. Christopher S. Saunders: Well, | mean, if you
want, we can start. | do have questions, but we're still
on the very first point and there are other areas we
need to get to. | really don't want to draw out the time,
so | will leave my questions for now and take them up
with the other points.

The Chairman: Thank you very much. Let's go ahead
and take the lunch break. I'm going to cut it short, to
be honest with you, and say let's be back by 1 o'clock.
If we can get back quicker than that, let's do it. If
Members want to say 30 minutes for lunch, that's fine
with me.

All right. Well, we'll be back at 12:45p.m. Let's
take the lunch break.

Committee suspended at 12:18p.m.
Committee resumed at 12:56p.m.

The Chairman: Members of the Committee, when we
took the lunch break, | took time to re-evaluate where
we are and how we might move things along.

The Deputy Governor was here waiting to be
questioned. Since the questioning of the Financial
Secretary has really taken much longer than we origi-
nally anticipated, | thought we would take the Deputy
Governor's testimony first, allow the Financial Secre-
tary to take his seat where he normally would, as part
of the Committee, and once the Deputy Governor fin-
ished his testimony, we would [revert] to questioning
the Financial Secretary. As it is, the Deputy Governor
left the precinct — | understand to have lunch; so we
are going to continue the Financial Secretary’s ques-
tioning and once the Deputy Governor gets back, we
will find a convenient place to pause the Financial

Secretary's testimony and take the Deputy Governor’s
testimony. That's the plan.

A couple of you asked what time we planned
to finish this afternoon. | really think we are going to
push against the four o'clock hour before we con-
clude; | wouldn't even say we will be finished at that
point, but we will work up until four o'clock. If we
haven't finished questioning the Financial Secretary at
that point, we can take a decision in terms of recon-
vening a meeting.

We are going to continue on to section 1.2 of
the Report, which deals with risk identification and
assessment. That line of questioning will be led off by
Mr. Roy Tatum, who will have a couple of questions
for the Financial Secretary, and then we will open it to
other members of the Committee.

Mr. Tatum, the Floor is yours.

Mr. A. Roy Tatum: Thank you, Mr. Chair.

As you said, this section deals with risk identi-
fication and assessment. Some context to start: The
Auditor General's Report states that the government
has not identified or assessed the risks to and cost
pressures on its long-term financial sustainability. The
report also states that “the Government has estab-
lished new processes for a government-wide quar-
terly internal risk assessment and an annual ex-
ternal risk assessment; [however], the draft exter-
nal risk assessment does not include risks to
long-term financial sustainability”.

The Auditor General recommended that “the
Ministry of Finance and Economic Development
should identify and assess risks to and cost pres-
sures on the Government's long-term financial
sustainability, quantify these where possible and
factor them into financial planning and budget-
ing”. We are pleased to note that the Ministry of Fi-
nance and Economic Development agreed to imple-
ment this recommendation by the end of this year and
[also] note your response, FS, that it needs a collabo-
rative approach across government. | would agree
with you on that, sir. First question, if | could.

Could you advise us who is the current Chief
Risk Officer (CRO) and give some context around
what the role is and what the person is responsible for
doing.

MINISTRY OF FINANCE
AND ECONOMIC DEVELOPMENT - (MFED)

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Member Tatum.

Mr. Chairman, through you, sir. The Chief
Risk Officer is Mr. Michael Slade. He was appointed
by the Office of the Deputy Governor to lead the risk
assessment formulation and the documentation of
government risk. It's obviously not a one-person effort;
the Chief Risk Officer reports to Ms. Mary Rodriguez,
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Chairman of what has been established as the Senior
Leaders’ Risk Committee, and at the moment has one
analyst with him.

The Senior Leadership Risk Committee con-
sists of eight Chief Officers so it's pretty wide across
the government. | am on it with the usual [people] we
would expect, | guess; therefore, it would be the Cabi-
net Secretary and the Chief Officers of the Ministry of
Financial Services and the Portfolio of the Civil Ser-
vice, to name a few. The committee meets four times
a year to consider what it has identified as internal
risks across the government; and once a year to con-
sider what is classified as external risks to the gov-
ernment. To give the Committee a flavour of these
risks...

As | said, external risks number 1 to 16 and
obviously refer to causes of risk that exist outside of
the government itself [and] | won't name them all. It
speaks to the very first one as a major economic
downturn, and goes to the usual ones such as a hurri-
cane, aviation accident, major oil spill, a terrorist at-
tack, et cetera. Sixteen have been identified and the
list does not have to be stagnant; items can be added
or dropped — in fact, they've added items to the list.
Each of the areas identified is owned by a particular
Ministry. For example, the Ministry of Finance and
Economic Development is the owner of the major
economic downturns risk. The Cabinet Office, with the
Cabinet Secretary as its Chief Officer, is responsible
for obvious things like hurricanes because the Nation-
al Hazard Management falls under that Office.

Sixteen external and 9 internal risks have
been derived as a result of meetings and considera-
tions of the committee. Obviously, the distinction be-
tween internal and external risks is that internal risks
relate to actions or lack thereof of the civil service that
cause the government to be at risk in certain areas.
One of them, for example, is internal fraud. | own that,
and the Accountant General assists very strongly with
it. A data breach would be another internal risk and
the owner is the Chief Officer of the Social Develop-
ment Ministry, and so forth.

The committee has identified 25 risks in total
and what happens is that the lead person or lead Min-
istry essentially has to come up with a plan with the
help of the Chief Risk Officer as to how a particular
risk is to be addressed, and you get peer reviews. For
example, Mr. Chairman, | would consider a risk as-
sessment documented by another owner, and they
have to defend their assessment. | think those are the
nuts and bolts of it.

The Auditor General's Report states that
presently, financial sustainability risks are not explicitly
stated in the risk assessment and that is obviously
true, Mr. Chairman. It is something that can be ad-
dressed and needs to be addressed, and can be add-
ed to the registers we have. In terms of risk registers,
the 16 external and 9 internal risks identified thus far
have been documented, and when you put them to-

gether, they represent the government’s Risk Register
at the moment.

Mr. Chairman, | would also say that at the
moment there is difficulty in necessarily matching the
risks that have been identified with their descriptors,
such as a major economic downturn or internal fraud;
there is no direct link between those descriptions and
the budget that we will see for 2026 and 2027. None-
theless, if we take an internal or external risk like a
hurricane threat, whilst you wouldn't see a budget ap-
propriation with the label of hurricane threat, for ex-
ample, we would expect that if hazard management
needs more people or more equipment, those re-
quests would be embedded in other existing appropri-
ation requests. Like | said, the financial sustainability
risks that have been identified in the report need to be
included, and | will be seeking to do so with the Chief
Risk Officers Committee.

| think that would be a summary of where we
are right now, Mr. Chairman. Only to reiterate that |
think one of the best ways of addressing the risk is if
we are able to increase our general reserves to a real-
ly good level. | don't think $119 million is sufficient at
the moment; it needs to be much higher. Building up
the Environmental Protection Fund (EPF) is also a
good tool for fighting risk, particularly climate-related
risk — hurricanes and so forth. During Hurricane Ivan,
| remember that funds were drawn from the environ-
mental fund and were used to assist in the Islands’
clean-up, in particular. | believe some of the general
reserves were used as well, so building up general
reserves and the EPF are decent ways of tooling
yourself to face and deal with future risk.

For the Committee's knowledge as well, Mr.
Chairman, at the end of July, the cash balance in the
EPF fund was about $44 million but some of that has
actually been encumbered; so the Parliament Finance
Committee has said we want to use ‘X’ dollars for this
purpose. When we subtract those purposes from the
$44 [million], we end up with about $35 million free
funds in the EPF that have not yet been assigned a
particular purpose to which they will be applied.

Mr. Chairman, in terms of hopefully the long-
term aspect of it, | am probably repeating myself a bit
by saying that the Auditor General's Report is correct
in that we do not do any long-term planning. At a min-
imum, the period of time that's probably sensible is a
10-year period. What the government — past and cur-
rent governments — does is, obviously, we take two-
year chunks of the 10-year period and the sustainabil-
ity aspect of it is assessed by reference to: has the
government complied with the FFR ratios? If the an-
swer is yes, we are considered to be sustainable. If
you go two years at a time, which is the way it is cur-
rently being done, it is not advisable.

We should take a longer look because you
can come across a two-year period in which you have
to deal with something pretty drastic and you either
have to increase government revenues pretty drasti-
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cally, or you have to reduce some expenditures pretty
drastically so it's a shock, a shock to the economy.
Planning is meant to be long-term. Financial sustaina-
bility planning is meant to look forward to the future to
try and assess expenditures arising in the future and
what revenues we would need to cope with those fu-
ture expenses. That's the way it should be. At the
moment, we are taking two-year chunks of that period
of time.

There was some consideration, Mr. Chairman
and Committee members, of possibly... It's an idea
that's in the minds of, certainly, staff in the Ministry of
Finance, whether the government would eventually
move to a four-year budget. You got two years at the
moment; whether you would go to a four-year budget.
That is just moving a little closer towards ultimately
ten years, but you'd have four years of budget set out
in one budget session. | know Jersey does it, Mr.
Chairman.

Mr. A. Roy Tatum: Thank you, FS. Thank you, Mr.
Chairman.

FS, I'm quite heartened to hear that there is
an actual — what was it called? Senior Leaders Risk
Committee. The work that | understand you to say
they are doing is extremely important, but before we
lose sight of the main question, which is the role of the
CRO, | just want to make sure I'm understanding you.
The CRO works as a part of the committee. They work
with the owners of the various risks that have been
identified to develop strategies to combat them and
mitigate them. | think that's what you indicated, but I'm
assuming the CRO is also the person who continues
to drive the process to ensure that the committee not
only meets, | think you said four times a year, but that
in between those meetings work is actually being
done to help mitigate or limit the risks that have been
identified. Is that really the main function of that indi-
vidual, because if it is, | think it is an extremely im-
portant role.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. | think that
is roughly right.

The principal role of the Chief Risk Officer for
the first year and a bit that he has been in office has
been to develop and roll out, if you like, what is con-
sidered best practice for identification of risks [and]
recording it. It's a methodology that he has put in
place, referred to as Enterprise Risk Management.
The whole of government is your enterprise, so we
are managing risk over the entire government. One of
his first priorities was to set out the way in which you
go about assessing, documenting and... Yes, he and
the Chief Advisor — that is the title of the DG's Of-
fice’s Ms. Rodriguez — they are quite pushy in want-
ing the Ministries, Portfolios, and Offices to get on with
the risk assessment.

Mr. A. Roy Tatum: Thank you for that, FS. The work
that has been done so far, is it available for parliamen-
tarians or the general public to see, just to be able to
get an idea as to exactly what benefit has come of the
role and what exactly is happening? Is that available
somewhere to be looked at?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Certainly, | know that the work of the commit-
tee thus far would be available to MPs should that
request be made. | don't have any doubt that it will be
forth coming. | would say that the purpose of the work
thus far is that you now have documentation of the
risk that the government is facing, so there is
knowledge of what the risks are. It's not the case that
we have a perfect solution to all of those risks; that
would perhaps take some more time, so | get back to
the build-up of the general reserves, et cetera. It is
one approach. It is documentation, identification, and
therefore knowledge of what we are facing. That list-
ing can obviously change, and has changed in the first
year. We've added risks in the first year of documen-
tation.

Mr. A. Roy Tatum: Thank you for that, FS. I'm going
to continue this for just a short while.

What you are describing is actually extremely
important. Who actually overseas to make sure that...
It should not just be that parliamentarians should be
just requesting. Is there an oversight body that actual-
ly oversees, makes sure that the important work that
this Senior Leaders Committee is doing is actually
progressing and helping to resolve/mitigate the seri-
ous issues that have been identified?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

I mean, ultimately, it would be the Office of the
Deputy Governor. That's where the CRO is employed.
That's where Ms. Rodriguez is employed. The Senior
Leadership Risk Committee is chaired by Ms. Rodri-
guez, and the CRO is essentially a staff member
along with an analyst; but ultimately, they would report
to the Deputy Governor.

Mr. A. Roy Tatum: Thank you, sir. | won't belabour
that anymore. | do believe there's more that could and
should be done, but I'll let it be.

If you could elaborate a bit on the process in
place now for your office or the Chief Risk Officer to
identify, assess, and quantify risks and cost pressures
to be addressed as part of the next budget cycle. Is
that part of the process this individual is involved with?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
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Development: | would have to bring that as an agen-
da item, for example.

What | can say is that the costs that have
been identified in the Auditor General's Report, such
as the effects of pay increases being awarded and the
fact of health care costs rising significantly in exist-
ence, are currently not one of the identified risks. They
would have to be brought to that committee for record-
ing and a possible course of action to address it.

Mr. A. Roy Tatum: Thanks, FS. | will leave it there
and let other members ask [questions], but | am
pleased to hear you say that you'll be adding that ad-
ditional area to your risk register (the sustainability of
public finances).

Mr. Kenneth V. Bryan: Thank you, Mr. Chairman,
and thank you, Mr. Jefferson for that analysis and the
financial risk component.

| think the report speaks to the short term for
one-year, medium term for four years, and beyond
being long term. | want to see if we can clarify the dif-
ferent sets of risk, | think, and analysis. In my mind—
and if | am confusing myself please help clarify it for
me—there is stagnant risk and more variable risk, and
what | mean by that is, risks that you know are con-
stant — hurricane season, exposure to health care
outbreaks, the list can go on.

| think you said you had a list of 15 [sic], if my
memory serves me well, that have been identified; but
the risks | want to talk about are the soft ones which
are variable because you don't know what they are
until they present themselves through a Caucus Paper
that would ultimately become a Cabinet Paper like
what are the risks of increasing salaries for the civil
service; or what is the risk of creating an immigration
policy that would add to the population growth of
Caymanians by 10 per cent?

Does the government have a professional, a
risk officer, or is it spread across Ministries, to help
advise of those types of risk which are more in the
short to medium term, but can also be in the long term
because | think what you're talking about there now,
those risk inputs, don't seem to be getting into the
Cabinet approvals because, obviously, they will have
a financial component. Can you opine at all as to what
the current structure is and if there isn't one from an
input of policy perspective, should there be one?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman and thanks
to Member Bryan for his question.

He started by speaking about stagnant risks
and then went on to soft or variable risk. The stagnant
risks, Mr. Chairman, would best be classified currently
under this regime as an external risk, so at the mo-
ment we're talking about a list of 16 external risks.
Certainly, a stagnant one, as an example, would be a

hurricane; that's one of the 16 major economic down-
turns— a major oil spill, and so forth. Those are clas-
sified as external risks [because] they are caused by
events that arise outside of the government itself.

Like | said before, actions or lack of action by
the civil service itself are classified as internal risks;
they are self-inflicted, if you like. The possibility of
those happening is self-inflicted. We get things like a
major project delivery problem whereby the govern-
ment of the day says we would like to do this project
and for whatever reason the civil service doesn't live
up to it, isn't able to deliver it. The Brac High School
doesn't get finished, as an example. Such an example
of internal risks would probably be the result of a mix-
ture of external and internal civil service, causing it not
to happen.

Internal fraud — if we don't have proper pro-
cedures in place to prevent internal fraud within gov-
ernment and it actually happens, depending on the
magnitude of the fraud, it could have a significant fi-
nancial impact on the government. | would appreciate
if Member Bryan could repeat his question about the
policy aspect of it.

Mr. Kenneth V. Bryan: Through you, Mr. Chair.

Basically, it seems that you have a good pro-
cess or structure for what we consider the external
ones—firmer, on a bigger scale. What I'm trying to get
at is the ones that are not just sitting out there waiting
for you, but the ones that come by way of policy. Say,
for example, there is going to be some level of finan-
cial stability and sustainability risk with, hypothetically,
the East-West Arterial. You hear people talk about if
you implement this, the maintenance of it, and so
forth... so, is there an assessment done from a cost
perspective—and further on in the report, which |
know you've read—the cost of maintenance for things,
et cetera, because these decisions on infrastructure
are policy driven and they have not only the first cost
but the continued cost — and that's a risk.

Therefore, we the policymakers, the Cabinet,
the Caucus, the government, have to know what the
risks are when making this decision not only for one
year, not only for a two-year budget, not only for the
medium term of four years, but for the next genera-
tion, because it's constantly reoccurring, so I'm asking:
Is there an input into the analysis before the decision
is made on a Cabinet level? Before we went to the
break you [mentioned] that in the UK it goes to a
board I think you said, and correct me if I'm wrong, for
10 weeks to take a risk assessment and that body
comes back and advises the government before the
legislation — What do we do?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thanks, Mr. Chairman.

If it's the latter aspect, currently we don't have
such a body; such a review process. The closest you
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would come to that review process is that the respon-
sibility would fall on the Ministry itself that needs a
particular service done or additional funds in order to
do something, to put a paper forward outlining its
needs. At present, the Senior Leadership Risk Com-
mittee does not take on that role, but there are areas
identified that would probably fringe what Member
Bryan is saying. Under internal risk, the category of
major capital project delivery, (meaning it fails), is cur-
rently on our list. That would involve an assessment;
how likely is it that a project doesn't get completed?

Another example would be IT (Information
Technology) resilience and cybersecurity. Often times
what emerges from this consideration is that we need
more people or more equipment as the case may be,
and find themselves into the budgets, but the commit-
tee itself doesn't necessarily sit down and start to think
afield as to what the risks are. | think what the commit-
tee would probably do is consider their particular area
and brainstorm, because you have risk registers that
are unique to a particular Ministry. There are risks per-
taining to the Ministry of Health, Ministry of Tourism,
and so forth. There is enterprise risk as well as de-
partmental risks.

Mr. Kenneth V. Bryan: Thank you so much, Mr. Jef-
ferson. | got one more question, Mr. Chair, and I'll
wrap it up. Before asking the question, maybe as a
committee we should consider whether the Risk Of-
ficer who falls under the Deputy Governor's Office
should be a witness, because | think there's a level of
unfairness for Mr. Jefferson to opine on what should
or shouldn't be done when he's not specifically
charged with it. That's just my opinion. Maybe some-
thing we should consider in camera.

Mr. Jefferson, you said we do not have a simi-
lar body to that in the UK. Do you think we should
have something like it? Maybe, you know, more ap-
propriate and sized for Cayman, to help us with our
sustainability [as] a financial controlling mechanism?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Yes, Minister Bryan, | referred to the Office for
Budget Responsibility (OBR) in the UK, which was
established in 2010. There is a recommendation in the
report that we should have such a body, and we said
we didn't think it was practical. | think the Ministry of
Finance can move away from saying we don't accept
it. Our concern is the practicality of the timing.

You mentioned ten weeks is the normal time
in the UK for this body to consider the policy. That
wouldn't work for Cayman; | don't think so. If you have
a government election in April, the government comes
into office in May. If you're able to — which would be
quite impressive, a government coming into office in
May and developing new policies so quickly; and then
have to give ten weeks, right, which is almost three

months. By then you're into October of that year and
you have to be presenting your budget pretty quickly,
so I'm saying ten weeks is definitely too long for Cay-
man, but it doesn't have to be ten weeks for Cayman.
It could be three or five, but it requires some degree of
coordination on the government side as well, as to
how quickly it can get its ideas together.

| think we are supportive of such a body
which, like | said, is usually tasked with consideration
of policy; what it's going to cost. As an example, if we
had such a body in place it would have been able or
should have been able to advise the government of
the day from 2017 to 2021, the Public Authorities Act
section 47 is going to have a tremendous impact.
Have you thought about this fully? That's one of the
roles of such a body in the UK — to advise on the fis-
cal impact of intended policy. What is it? The other
aspect is that it gets involved with the forecasting of
revenues and expenses.

Mr. Kenneth V. Bryan: Mr. Chairman, the Secretary
has triggered something, so | hope you can give me
leeway for one more [question].

[It is] interesting that you brought up the Pub-
lic Authorities Act because it is mentioned so many
times as a major financial risk. Why is it not one of the
15 [risks]? Is it because it is considered more of an
internal one? If so, are you aware whether the gov-
ernment will consider that as a financial sustainability
concern for the next two years because technically,
it's a law.

Either we're not going to have the Law any-
more, and we make changes to that obligation, or
budget for those obligations whereby those entities
can say, listen, this is legislation; you have to fund me,
because most of the entities that need such assis-
tance are SAGCs — not profit-making entities which
the government would ultimately have to budget for.
Are there any discussions around that risk?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. Thank you,
Mr. Member Bryan.

| think | said earlier that it was an area that |
would bring up with the committee to see their feelings
on it, but just to elaborate a bit more because we may
be kiling the bird now, as opposed to later in the
questioning. Obviously, the primary focus of budgeting
for section 47 of the Public Authorities Act would be
on the statutory authorities and government compa-
nies, so they would include in their budgets what the
impact would be of getting equal to government, but
certainly, being realistic as well, government ultimately
ends up feeling the pinch as well, because many of
the major authorities and government companies
have a budgetary relationship with government.

As an example, the Health Services Authority
provides a tremendous amount of services to the gov-
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ernment for health reasons, and we have to pay for
them. If their costs go up because of section 47 im-
plementation and they are producing outputs, and the
government buys those outputs, then it's going to be
buying additional costs. Cayman Airways is another
one. | know that is the case and so ultimately, the ad-
ditional cost of the section 47 implementation easily
finds itself back into the central government's own
budget under the category of Outputs from Statutory
Authorities and Government Companies.

Mr. Kenneth V. Bryan: Thank you, Mr. Chairman.

Mr. Jefferson, | was trying to find in the report
the entities and the total amount... | don't know if the
Auditor General could identify the specific location or
what the estimate would be if all of those SAGCs that
are not profitable actually came in line with the Public
Authorities Act, but it's a substantial amount of money.

Not a question but more of a statement bring-
ing it to the attention of the government; for the gov-
ernment to say what it plans to do about the Public
Authorities Act as to its legal obligations for the next
budget.

Thank you, Mr. Chair.

Mr. Patrick Smith, Auditor General: Through you,
Mr. Chair. We don't have the exact number in the re-
port, but we do know it is tens of millions.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chair, | have a bit more infor-
mation because the Accountant General wrote to the
statutory authorities this week and asked them.

As an example, even a year earlier, back in
March 2024, the submissions were in respect of the
2023 year and it looks as though most of the major
statutory authorities had replied at that point. The im-
plementation of section 47(1), which is getting the ac-
tual salary equal to the civil service scales, was $4.1
million in respect of 2023, but the costlier aspect they
reported collectively was section 47(3), which is health
care and pension being made pretty equal to the gov-
ernment.

Prior to the Public Authorities Act (PAA), most
of the statutory authorities and government compa-
nies’ employees contributed to pensions and health
care. The reverse is the case in government. Civil
servants don't contribute out of pocket to pensions nor
health care, so the two were not equal, and the cost of
doing so in respect of the 2023 year was about $20
million. When we wrote this week and said, give us an
update of the additional cost — we tried to make it
clear, I'm not sure whether it was completely under-
stood at the other end — you would incur to bring
these sections into force, so:

— what was your cost prior to the PAA; and

— after the PAA implementation, what is your
cost. What is the increment cost as a result
of implementing?

For section 47 (making the salaries equal),
the estimated amount for 2024 was $10 million, and
for 2025, the forecast was about $10.4 million. Then
we moved to section 47(3), which makes the health
care and pension aspects equal. The cost for 2024
was $1.3 million, and for 2025 it was $2.8 million.
Some of the numbers are a bit confusing, especially
with the $19 million in 2023. It may be that these addi-
tional costs are in comparison with the 2023 year, but
the point is valid that the costs are substantial.

Just a bit of history, Mr. Chair, | think the irony
of it is that in the Public Authorities Act, section 47
was actually meant to reduce costs in the SAGCs, but
| think the error was made in the thought process...
The concentration was at the very top; the employees
at the very top of the SAGCs, where it was said that
many at the CEO level, at the MD level, were making
salaries in excess of the Governor. That wasn't right
and we had to bring it down; but the reality we now
find is that the staff, the rest of the organisation, were
on lower salary scales than central government so
when you made the two equal, the SAGCs cost actu-
ally increased.

Mr. Kenneth V. Bryan: Considering that you came to
that conclusion, it was very succinct. | hope someone
takes that clip and sends it viral because my next
question is: Do you think we need to either do away
with the PAA or go back to the old system because,
obviously, | don't think we are saying we can afford it
or... What is your viewpoint? Maybe | should just
leave it there.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chair.

Mr. Chair, obviously, the PAA covers more
ground than just section 47. There are other aspects
such as how the Authorities should be conducting
their business, how their Board should operate, et
cetera, so | don't think you would necessarily want to
do away with that aspect.

The question about whether you want to re-
scind section 47 in a year's time is a very problematic
one policy-wise for any government because now, as
a result of it being implemented, the staff in those Au-
thorities and companies are in a better financial posi-
tion, so to say a year from now, well, we're gonna take
it away from you... It's going to be a hard decision for
any government to make a policy decision to say that
section 47 is no longer in effect. That's where the hurt
would be; so you remove it from the legislation and if
a SAGC then says, Okay, it's gone from the legisla-
tion, | don't have to do this legally but I'm going to
maintain where we were before using the government
scales and so forth; I'm going to try to maintain that,
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the SAGC would have a hard time explaining to its
staff why they should swallow that.

Mr. Kenneth V. Bryan: Thank you so much and I'm
glad that you clarified, | wasn't suggesting the whole
Public Authorities Act but section 47, so thank you for
highlighting that.

You're saying that it's going to be difficult, and
| agree it is, but we got to do something. | don't know
who will be advising the government on what they
should do, because this is the liability component that
the Office of the Auditor General's report speaks to
and there needs to be an answer and a direction from
a policy perspective. | guess it's not your place to an-
swer that, but | would encourage the government as
well as yourself as the financial advisor to the gov-
ernment, to make sure that's in their policy position,
because it's a liability and if they do not recognise it in
their SPS or their budget, they're doing a disservice to
the country because it's going to be a cost factor.

Thank you, Mr. Chair.

The Chairman: Okay. FS, | have one question for
you, then I'm going to take a break because the Depu-
ty Governor is here. | just wonder about these risks. |
don't remember if you said it or not; if you did, | apolo-
gise, but I'm going to ask a simple question.

Are the risks you have identified through the
group ranked in any way in terms of their potential
effect or outcome if the risk does materialise so as to
make sure the government is providing the right re-
sources to address or mitigate the risks they have
identified? Are they ranked in any way?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. No; no, | did
not address it earlier, so you did not miss hearing it.

The part of the process of documenting the
risk is not just to identify it with a description, but to
consider areas such as how likely it is to arise and
different gradings given to it— medium, high and so
forth. Another area is what its impact is in terms of a
dollar figure if it does happen. That process is stand-
ard now. | can't definitely say what is ranked number
one in the external risk; | can't go and say that has the
greatest impact, but the process of considering how
likely it is, what the impact would be, and a possible
impact on the economy, yes, that's part of the pro-
cess.

The Chairman: Thank you very much, sir. I'm going
to excuse you for the time being.

| understand the Deputy Governor (DG) is
here, so | would ask that he be allowed into the
Chamber at this time.

Thank you.

[Pause]

The Chairman: Good afternoon, Deputy Governor.
Welcome to the Public Accounts Committee. | do
apologise to you, sir, for keeping you so long. | know
you were waiting since before the lunch break, so
apologies from us.

As you are aware, Deputy Governor, we are
discussing the Auditor General's Report, Improving
Financial Accountability and Transparency: Long-
Term Financial Sustainability. There are a few sec-
tions here that were raised by the Auditor General in
his report that we wanted to seek your input and your
views on.

Deputy Governor, you probably heard while
sitting out there that the Auditor General mentioned
that over the six-year period from 2018 to 2023, ex-
penses of government grew at twice the pace of reve-
nue. Expenses increased by 51 per cent; revenue in-
creased by 25 per cent, which raises concerns about
long-term sustainability of government finances.

I'm keen to hear from you, sir, your thoughts
on the current revenue versus expenditure trend and
its effect on the long-term sustainability of government
finances.

OFFICE OF THE DEPUTY GOVERNOR

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, thank you and good afternoon to all
members of the Public Accounts Committee; mem-
bers of the Audit Office, and FS and his team. Franz
Manderson, Deputy Governor and Head of the Civil
Service, (PoCS) and with me is Mr. Michael Slade
who is our Chief Risk Officer.

Mr. Chairman, it is a very good question. |
think the Auditor General has laid it out very clearly
that there is an issue we should all be aware of. It is
certainly not sustainable if the government continues
to have rising costs and the cost is more than your
revenue. | guess the thing to look at is what is driving
some of these factors. We have:

— Rising health care costs. Everyone in the
Committee would be familiar with the infa-
mous NGS-55 whereby the government is
carrying out its responsibility to take care of
those who can't take care of themselves;

— The cost of our statutory authorities, some
of which are not able to pay all their bills, so
they rely on the government to fund them;

— Capital costs, of course; the government
has to continue to build and provide more
services for our people; and

— Staffing costs — the area I'm responsible
for.

As the country develops and the population
increases, the civil service can't decrease. We will
require more policemen to ensure our people are kept
safe — | think the RCIPS (Royal Cayman Islands Po-
lice Service) is doing a really good job there.
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As we build more and higher buildings, we will
need more fire officers. As our tourism rebounds, we
will need to continue to look at our ports — at how we
process people coming into the Islands. We can do
some innovation in those areas, but mostly we are
going to need people to greet our visitors coming in to
the Islands. It is something we must look at.

We have not raised revenue substantially in
many, many years, Mr. Chair. You were a member of
a government that for eight years, | believe, never in-
creased revenue. | don't think that model is sustaina-
ble either. We haven't raised a number of fees in
many years, and | know it is something we should
look at very carefully; however, to answer your ques-
tion, it is something we spend time thinking about;
how can we be more efficient, you know.

The government of the day is looking at inno-
vation — how can we utilise Al (Artificial Intelligence),
how can we drive more innovation across the service?
Are there areas that we can turn over to the private
sector so they can do some of the work we do? Itis a
real challenge for us in the civil service, and some-
thing that the government as a whole certainly thinks
about, and | think it will be reflected in the upcoming
budget. It is something we have been talking about as
we prepare for the budget that is coming to Parliament
shortly. | think you will see some innovations or new
procedures, maybe even revenue measures, as we
continue to grapple with the challenges we are facing,
but the question is: Is it controlled, and | would say,
yes.

The members of this Committee would know
the fight that we have on a daily basis, meeting with
Ministers who ask the tough questions — Do you real-
ly need this? Is it something you can do without? |
think our budget process is robust. We get challenged
by our elected leaders, as we should, when we put
forward a budget.

Like | said, | think our growth is controlled by
this Parliament but it is an issue for us to look at very
carefully how we continue to do our best to contain
spend while looking at revenue, because | think eve-
ryone agrees the way we're going now is not sustain-
able.

Mr. Kenneth V. Bryan: Thank you, Mr. Chairman.
First off, | want to say good afternoon, DG.

The Deputy Governor, Hon. Franz I. Manderson:
Good afternoon, sir.

Mr. Kenneth V. Bryan: It's an honour to officially work
with you in this capacity.

The Deputy Governor, Hon. Franz I. Manderson: It
feels a bit weird.

Mr. Kenneth V. Bryan: | miss seeing you in Cabinet.

I just want to clarify something before | get to
the questions: You said our Chairman’s administration
didn't raise revenue. | think you meant they didn't raise
taxes but they raised revenue, and it is an important
distinction because the ability to raise revenue without
taxes should be seen as a success, right? That's the
Progressives’ government.

With that being said, | think you're suggesting
that at this moment it is unsustainable because the
expenses which you have outlined are justified with
the growth of the population, the services that we of-
fer, a first-world nation, and a first-class civil service,
and it should be paid appropriately, and | support that.

Are you saying, then, that the government has
to start thinking of more revenue opportunities? | think
you're saying the amount of money we spend on the
service is appropriate, the right amount, because it's
not like you have staff that are not necessary; and
they're not getting overpaid. | don't think you're saying
that, so the only way to fix this equation is to increase
revenues, correct?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, through you. | think increasing revenue
is one thing, but | also mentioned efficiencies. How
can we be a bit more efficient? Are there things we
can hive off to the private sector and embracing inno-
vation — doing more with Al to ensure that our growth
is constrained as much as possible.

Mr. Kenneth V. Bryan: Thank you for that and good
point: efficiencies do cut costs.

However, the highest costs we have within the
service are mainly salaries — working Caymanians. |
don't think anyone in this room would want to suggest
that we're going to cut any jobs from Caymanians or
reduce their salaries, so you may be able to do some
efficiencies moving forward rather than saying, you
know, we're gonna cut back, but any growth that we
need, use it in a more efficient way, which leads to my
first question.

Something | noticed as Minister, and | speak
from experience: Are you comfortable with the transfer
of civil servants’ skill sets from one place to another,
because you will have changes in government and
these civil servants who were at this Ministry don't get
transferred to another one. You then have a decent
[group] of people who are not as efficient as they need
to be. When | say not as efficient as they need to be,
[l mean] they're not being utilised well; they are totally
efficient but they are not being utilised. They sit there
and, from a value perspective per dollar they get paid,
we could probably get more out of them and that's
what we need to offer services, right?

Do you think you can be more efficient by say-
ing, Okay, | have some people in that Ministry who are
not being utilised as greatly as they need to be; rather
than hiring in this Ministry that says they need staff,
why don't we transfer from here to over here so we
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don't add the cost? Do you think you're doing a good
job with that?

The Deputy Governor, Hon. Franz I. Manderson:
Sir, | think we do. Can we get better? Of course, but |
think we do. Something happening at the moment
which happened during your administration is that we
are sharing many services.

Take the Ministry of Sustainability, for exam-
ple. Your government created it and | think it has been
a great benefit for our country in bringing sustainability
and climate resiliency to the forefront. That Ministry
was able to borrow resources from other ministries —
a CFO and HR were shared with another Ministry. |
think it is a model we need to continue to push across
the civil service for the points you just raised: to en-
sure we are utilising our staff to the very best of our
ability.

This is happening daily where as we look to
keep our costs down, rather than taking on a new staff
member, we are looking to say, can you give John
Brown a bit more responsibility? If you give him a
$400-a-month duty allowance, and he takes on the
majority of the work, it is better than paying someone
$5,000 a month. We are looking at things like that at
the moment. It is happening, so | embrace what you
said.

It is the way to go to constantly see that we
are getting the very best from our employees. Giving
people stretched goals is not a bad thing because if
you don't give them a bit of a challenge, they don't
know how good they can be, how well they can per-
form. I've seen great examples where people have
said, Oh, DG, I'm not sure | can do that — then they
do an absolutely amazing job, but it's about having
trust and confidence and giving our people an oppor-
tunity to shine, so, sir, we are together on that.

Mr. Kenneth V. Bryan: Thank you so much, DG.

Through you, Mr. Chair, | agree with you fully.
The [civil] service is being paid adequately. Obviously,
the administration | was a part of gave them the COLA
(Cost of Living Allowance).

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir — thank you.

Mr. Kenneth V. Bryan: Some people were not happy
about it and allocated it as a fault for the sustainability
of the future finances. | do not accept it and | don't
think you do either, but what we are acknowledging
based on our conversation is that we're not going to
reduce.

What we have to do is keep at bay. | think it is
what the memo was sent out by the now Premier to
say — can we not add any more to the costs? How-
ever, we still haven't fixed the equation, because right
now the projections are that we're not in a good place.
We're not bringing down the expenses because bring-

ing down those expenses, particularly the operational
component, means cutting back, and we're not going
to do that to our people, so it means we have to fix the
other side of the equation.

Correct? Yes?

The Deputy Governor, Hon. Franz I. Manderson:
You have to do a bit of both.

Again, it is saying our costs are going up; let's
stop the growth. Let's try to get it down without com-
promising services so our fire service, we're not going
to compromise there; our prison service, we're not
going to compromise there. We're not going to com-
promise on our teachers. We're not going to compro-
mise on our police, and they may ask, well, what else
is left? There are always agencies where we can say,
you may not need that secretary or that receptionist at
the moment. Can somebody fill in just for a while? In
those kinds of areas we can look to see whether we
can delay until we are in a better position, but yes,
also looking at revenue.

Mr. Kenneth V. Bryan: Thank you, DG. Through you,
Mr. Chair.

| accept that. It is the operational component
controls, but you said we need to do a little of both; so
you would agree that the government really needs to
find some revenue to get this back into the position
the Financial Secretary has advised us — if we really
want to address the debt, get ourselves to a place
where we can be sustainable, we got to get those
revenues up.

How do you see it outside of increasing taxes;
because there's only one way, either through taxes or
through the business models that currently generate
revenue, whether it's duties from goods, land transac-
tions, company fees, or tourism accommodation tax-
es. The only other way is taxation of the people, and
we don't want that. Do you have any guidance, or
what do you think the government needs to do with
respect to increasing its revenues?

The Deputy Governor, Hon. Franz I. Manderson:
Sir, | think there are a couple of ways. | think immigra-
tion should be the first area that we look at. We have-
n't raised work permit fees, probably since | was at
Immigration.

Mr. Kenneth V. Bryan: Okay.

The Deputy Governor, Hon. Franz |I. Manderson: |
don't think we have had a real, hard look at that.

I will give an example: My office has been do-
ing some work around naturalisation and we have
found that the UK charges maybe double what we
charge for naturalisation so as you can imagine, sir,
I'm writing a Cabinet Paper to say I'm going to align
Cayman with the UK. Again, it's those areas | think we
can look at, which are not going to affect your average
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Caymanian. It's not going to directly raise the cost of
living for some of our people.

Obviously, if you raise work permit fees dra-
matically it could be passed on to the consumer, but |
think we could find a middle ground to look at some
things that people will be able to implement without
passing it on to the consumer; but immigration is the
number one area that | think we should look at.

Mr. Kenneth V. Bryan: Thank you, DG.

| want to switch gears now a little bit to some
of the cost pressures of the future. You've publicly
said, | think in a media house, that the crunch we're
having for the future liabilities for pensions is because
of lack of funding. How do you feel about the future of
our pension liabilities for the [civil] service?

The Deputy Governor, Hon. I. Franz |. Manderson:
Thankfully, Mr. Chairman, we have an excellent team
at the Public Service Pensions Board. | want to ap-
plaud the work of Ms. Jewel Evans Lindsey, an out-
standing Caymanian who works really hard to protect
our pension fund. We are blessed that the fund rou-
tinely gets double-digit returns on its investment. It is
very stable. It runs really well. The government has
been putting money in from time to time to help re-
duce our liabilities, and it has continued to go in the
right direction.

In terms of the overall viability of the fund, |
feel really good. I'm sure the Pension Board and its
team are doing a great job. Our investments are
sound and we have been working very well with the
Board to ensure they get the right people on board—
that it is very important—to be a bit more efficient in
allowing people to have access to their pensions in a
timely manner; but in terms of pension, | feel good.
We need to have a plan to ensure the liability contin-
ues to be reduced, but as | said, successive govern-
ments have been putting money into reducing our
pension liability.

Mr. Kenneth V. Bryan: Thank you, Deputy Governor.
I'm quite sure you had a chance to look at the report.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: The first thing you see on
page one is a set of graphics that talk about our cur-
rent positions, at least over the time period they were
looking at it.

One of them is the estimated Caymanian
population aged 65 or over by 2023 [sic], and I'm cer-
tain, based on the number of great employees we
have in the civil service, many of them are going to be
civil servants. With their contributions into the pension
right now, at the cost-of-living projections 10 years
from now — Are you comfortable the future of those
civil servants who today are between 45 and 55, is

going to be okay and adequate from a pension per-
spective?

The Deputy Governor, Hon. Franz I. Manderson:
As you know, | have a vested interest in this. Next
year | intend to join them, so...

[Laughter]

The Deputy Governor, Hon. Franz I. Manderson:
The answer to your question is yes, | feel confident
that the Public Service Pensions Board can meet its
obligations.

However, there is liability so, as | said earlier,
we need to continue to put more money into the Pen-
sions Board so that we will continue to reduce the lia-
bility. Once we do that, once there are regular contri-
butions to ensure the liabilities are reduced, | think the
fund is sustainable.

Mr. Kenneth V. Bryan: Thank you, DG. I'm going to
move on now to another section, a different area.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: | see you have your Senior
Risk Officer with you.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: Please. | think this is the first
time | would officially meet him in his capacity.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: Before you came in, the Fi-
nancial Secretary spoke about external and internal
risk. One of the areas that | am truly concerned about
and want more clarity on is what | guess you would
consider internal risk, which is the day-to-day Cabinet
Papers and how they will affect future liabilities and so
forth.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: Do you think there is ade-
quate advice on all Cabinet Papers from the relevant
risk officers or within the relevant Ministries as those
Papers are done as to the liabilities of any one policy
decision made by Cabinet?

The Deputy Governor, Hon. Franz I. Manderson:
That's a good question, sir.

First of all, sir, let me welcome Mr. Mike
Slade. It is actually the first time that | am aware that
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we have had a Chief Risk Officer on staff and he is a
member of my team. | also want to give a shout out to
our young Caymanian Ms. Teresita DaSilva, a won-
derful young Caymanian we recruited, who's under-
studying Mr. Mike Slade. He has been doing a great
job training her.

Tough question, sir. Are we doing our best...

Mr. Chairman, through you. | think we were
doing the best with the knowledge we had at the time.
What our Chief Risk Officer has brought to us is a dif-
ferent level of thinking. In the past, we have been in a
very reactive mode — Oh, a group of Cubans has ar-
rived; we need a place to put them, we need some
tents, we need a secure place. We need all these
things. What he has been developing is a framework
to ensure that we identify the internal risks that could
be facing our country and ensure we have a plan in
place to address them.

Mr. Chair with your indulgence, | want to give
the Committee just an idea of some of the risks we
have worked very hard to identify:

o Major economic downturn;

¢ Financial services scandal — as you know,

sir, if we start losing revenue from our finan-
cial services we have major issues;

¢ Disruption to the food supply — ships can't

get into our country with food;

o Electricity infrastructure failure;

¢ Disruption to the water supply;

e Submarine cable failure;

e Hurricanes [and other] inclement weather;

o Aviation accidents;

e Mass influx of illegal migrants;

e A serious crime event — a mass shooting
for example;

Terrorist attack;
Harmful disinformation;

¢ Public health emergency;

o A major oil spill;

o A major cyber incident.

Mr. Chairman through you, those are some of
the external enterprise risks we have identified. We
are then assigning them owners. Mr. Slade's job is to
sort of oversee and help drive. He is not an expert on
dealing with illegal Cubans but the Ministry of Home
Affairs is; therefore, his job is to work with that Chief-
Officer to ensure he has put in place the necessary
measures to ensure that if a group of Cubans arrives
tomorrow, we know exactly what we are going to do
— and I'm using that because it's probably a matter of
time before it happens, right? It happened before; it
could happen again.

We have good risk registers and everything to
do with hurricanes. We are all well-versed in what we
would do if a hurricane is coming our way, but have
we really looked at the risks if for a few days aero-
planes and ships could not get to our country with
food, you know? What have we really done about

that? The work that Mr. Slade and his very small team
are doing along with chief officers in this area is trans-
formational; and Member Bryan, | can tell you, sir, it is
working. It is changing the way we think in the civil
service, which means we are now getting better with
the advice we are giving to Ministers.

Mr. Kenneth V. Bryan: Okay.

The Deputy Governor, Hon. Franz I. Manderson: |
can tell you, sir, we are getting better and | use myself
as an example.

When I'm thinking about my retirement — you
and | talked about this many times; however, | look at
the risks. Now, | guarantee you, five years ago, |
would never have thought about the risk the way I'm
thinking of it now, and | said, if | give the Governor
three months’ notice... Really, my contract says 30
days’ notice. | could have given the Governor 30 days’
notice, but | would think the risk to the civil service in
not having a smooth transition of Deputy Governors is
severe.

That is why | gave almost a year's notice so
there would be a smooth transition of authority be-
cause, remember: if a Chief Officer is promoted to
Deputy Governor that person too, will have to be re-
placed. There are many things happening when the
Deputy Governor leaves the service, so I'm trying to
manage the risk of having instability in the civil service
if | leave.

Mr. Kenneth V. Bryan: Well, thank you for that ex-
planation.

The Deputy Governor, Hon. Franz I. Manderson:
Sorry it is a long answer.

Mr. Kenneth V. Bryan: No, no, it's a good one. It
gives context and remember, we are here on behalf of
the good people, not just for us in this room, so they
get context. They hear this, they understand.

| think you primarily focused on the external
there rather than the internal, which was my primary
focus, but it is good that you explained it because |
think what you're saying in examining the external—

The Deputy Governor, Hon. Franz |I. Manderson: |
gave you the external. | have the internal risks as well,
if you want me to list them.

Mr. Kenneth V. Bryan: Okay, but | want to opine a
little because the reduction of risk [means] you assess
them, you put policies in place to reduce the chances
of it happening. This report is about sustainability from
a financial perspective whereby, if it does happen to
flatline any ripples in normality, you have a contingent
plan in place.

It's almost like insurance, and that's what we
and this report are here to say — what are you doing
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for long-term external or internal risk to ensure it
doesn't give a shock to the system and everything still
runs smoothly? Granted, reduction of risk by prepara-
tion and identifying; but there are some which you
may not be able to avoid, for example, preparing for
Cubans to arrive, and actually being financially pre-
pared to deal with it when they arrive, are two different
things.

The Deputy Governor, Hon. Franz |I. Manderson:
Exactly, sir. Yeah, yeah.

Mr. Chairman, | don't think we're saying that
we are going to prevent these things from happening.
What we are doing is preparing if these things hap-
pen. We will certainly try to ensure there is not a ter-
rorist attack; but | don't know what we can do... For
example, we can't prevent a hurricane from coming,
but if it does, we need to be ready.

The Auditor General has made good recom-
mendations and if there's anything | have learnt during
my time as Deputy Governor, it is to follow the rec-
ommendations the Auditor General has made. She's
made some very good recommendations around our
risk and if we can work with the FS and his team to
implement what the Office has recommended, then |
think we would be in a much better place than we are
today.

Mr. Kenneth V. Bryan: All right, DG, I'm mindful of
my colleagues so there are a couple left to wrap up.
We're going to switch gears again.

Are you aware whether the Governor's Office
intends to bring outside expertise to help the finance
team with projections because you know there's been
much talk about the projections and their effect. We
recently had an election and a report that has projec-
tions in it ultimately affected the voters and how they
thought about a returning government and so forth.
Are you aware whether the Governor is intending to
bring in special help?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, through you.

In consultation with the Financial Secretary
and the Governor, the answer is yes. It is being ac-
tively done by Her Excellency and her team. | con-
firmed it this morning before coming here just to en-
sure there was no misunderstanding, and | can assure
the Committee that the Governor's Office is looking at
how it can be done; what assistance can be given to
us to ensure we improve in this area. | don’t think eve-
ryone is saying that we're doing an absolutely world-
class job in that area; we need to get better, so the
answer to your question is yes, sir, the Governor's
Office is involved.

Mr. Kenneth V. Bryan: Okay. Thank you, DG. Last
two questions now — from me, at least.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: Through you, Mr. Chair.

The last major policy decision of the last ad-
ministration obviously had a major component with the
current talk of deficits — Pre-Election Economic and
Financial Update (PREFU) at $26 million; recent con-
firmation by the Minister of Finance suggesting poten-
tial projections of $60 million. Happy to hear today that
we're hopeful such may not be the case, which is
good for the country.

However, a major policy decision on which |
think we both agree was the cost of living increase for
the civil service which amounted to around — is that
the right word, around — $20 million in cost, which
obviously in a $26 million deficit is a significant
amount because if you didn't do that, then one would
assume that the PREFU would only have been a $6
million deficit, right? What we are trying to establish is
whether the Cabinet at the time considered that policy
decision.

This report is about sustainable practices and
decisions [meaning] we know what we are doing so
every cost effect isn't bad for the future. Did that big
policy decision have financial implications in the Cabi-
net Papers — and I'm not sure how far I'm going into
the realm of Cabinet discussions’ confidentiality; but |
think it is important that this Committee understands
that one of the foundational principles of what the Au-
ditor General is suggesting we should be doing is to
know what the financial implications are of any policy
decision, especially ones that could [cost] about $20
million.

Are you aware of whether there were any fi-
nancial implications attached to the Cabinet Paper
before the decision was made to increase the cost of
living by 5 per cent, and if so, what did it say?

The Deputy Governor, Hon. Franz I. Manderson:
Well, Mr. Chairman, it was my Paper, so | am very
familiar with it.

Mr. Chairman, | beg your indulgence to give
some context on something I'm very passionate
about: My job in the Civil Service is to oversee the
performance of the Service, but also to look after its
staff. We don't perform at the level that we are at the
moment without talent, and our ability to attract and
retain talent whether from within or outside the Cay-
man Islands depends on remuneration. As simple as
that.

Mr. Chairman, when | became Deputy Gover-
nor in 2012, | used to watch civil servants pay for
breakfast out of their change purse. That hurt me. We
had just rolled back salaries by 3.2 per cent and the
team was hurting. | made it a mission — certainly my-
self and my team — that that would be a thing of the
past. I'm proud to say, Mr. Chairman — and | try to go
to the canteen as much as | can — | don't see that
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anymore; and it is because successive governments,
and | thank them from the bottom of my heart, took
decisions, whether popular or unpopular, to do the
right thing for the people of the Cayman Islands.

| think Mr. Saunders said it earlier: when you
take care of the civil service with the numbers that we
have, we are actually taking care of almost the entire
Cayman Islands. Almost everyone in the Cayman Is-
lands is touched when a civil servant gets $100 more,
okay? Based on that, | challenged the PoCS team to
look at where we were with our cost of living and | had
a discussion with the Premier at the time, Ms. Juliana
O’Connor-Connolly. She said, “I will talk to my col-
leagues; give me some scenarios”, so we did some
numbers with a 2.5 per cent, a 5 per cent, and a 7 per
cent increase and we gave them to her.

After discussion with her colleagues — and |
will use this word very importantly — it would be sus-
tainable if we settled at 5 per cent because, given the
track record of HR costs and managing HR costs ef-
fectively that we have, there was no doubt in my mind,
my Chief Officers’ minds, the Premier's mind, [and]
the government at the time, that we could afford this
and we could pay for it with how our HR cost was pro-
jecting and looking, but based on the previous track
record as well. Having got that direction, the Cabinet
Paper was developed. It went to the Ministry of Fi-
nance; they opined on it and said, we don't see any
issue with this Paper. If we give the COLA, it will not
go against the principles of financial management. In
other words, it won't affect our surplus at the end of
the year.

| would not have taken a Paper to Cabinet
that said otherwise. The Premier would not have
agreed if we believed it would put us in a deficit, so to
answer the member’s question: It was my Paper. It
was done exceptionally well by the PoCS team and |
was proud to take it to the Cabinet and that it was ap-
proved — and what we have seen today is that we
were right. Despite giving a projection of $20 million
on the COLA, the July results show that [even] paying
the COLA for half a year we are still $11 million under
budget — $771 million; so technically, we could be
spending $11 million more on HR at the moment but
we are restrained because we know the government
has other obligations.

Remember, too, that coming out of my HR
cost is the increase we gave to pensioners as well, so
it's not just $20 million coming out of my HR [budget];
yet we have realised $11 million in savings as of July
— and you can hold me to it: | have no doubt that by
the end of the year that $11 million would have in-
creased substantially and it would have been shown
that the decision made back then by the government
of the day was a good and sustainable decision.

Mr. Christopher S. Saunders: Mr. Chairman, through
you. | want to close the loop on this COLA issue.

If memory serves me right, a Private Member
Motion came to this Parliament asking for a 13 per
cent increase over a three-year period and it passed
unanimously. The last time | checked, Parliament is
senior to the Cabinet, so the will of the Parliament
overrides that of the Cabinet. This Parliament ap-
proved 13 per cent over three years. At that point, a
Cabinet Paper became almost non-existent because
the will of Parliament was clear.

Therefore, the only question | want to ask is
when is the civil service getting the other 8 per cent
and the reason I'm asking is:

1. 26 per cent of my constituents are public

servants;

2. We have a minimum wage increase come

January.

| have single mothers who have to either hire
babysitters or pay helpers, et cetera, with an increase
in terms of minimum wage, so | need to know when
my constituents are going to get that 8 per cent. I'm
not worried about the 5 per cent — that's gone. | want
to know when the other 8 per cent is coming, so...

Through you, Mr. Chairman, to the Deputy
Governor: Can we get an update as to the other 8 per
cent, because lest we forget that one year alone, infla-
tion was 9 per cent.

The Deputy Governor, Hon. Franz I. Manderson:
That’s right.

Mr. Christopher S. Saunders: You know what |
mean, so we are playing catch-up.

The reason we went to 13 per cent was be-
cause inflation went up to 13 per cent over a three-
year period and we recognised that we couldn't go
there in one go, but had to get there gradually and so
the plan was 5 per cent one year, 4 per cent the other
year, and another 4 per cent the [other] year so the
question for me in all of this is, when is that 8 per cent
coming?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, through you. Even with the 5 per cent,
if you look at the cost of living since 2018, we are still
5 per cent behind in catching up with the cost of living,
so the numbers the Member has given would seem to
be correct, and that's only if | go back to 2018. If | go
back further, it is going to be 7 or 8 per cent.

The Auditor General in her report talked about
the absence of a pay policy. | think what she meant
was a COLA Policy, so we have developed a COLA
Policy and we will present that to the government be-
cause the member is correct in that we are still far
behind the cost of living. We are very mindful of the
instructions from Parliament, and so | will do my best
to ensure the government of the day considers the
COLA Policy, and ensure that we do our best to meet
the Parliament’s wishes.
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Obviously, | cannot give assurances. Addi-
tional HR costs are a matter for this body. | can only
spend what Parliament gives me in terms of HR, so
during the budget time there will be [opportunity] to
discuss those kinds of issues; but my job is to present
the government with options and | give the undertak-
ing to the member that it is going to happen.

Mr. Christopher S. Saunders: Sorry — and the 8 per
cent?

The Deputy Governor, Hon. Franz |I. Manderson:
Well, | don't want to get into specifics. We're talking
about sustainability, so | want to ensure whatever we
are putting forward is sustainable.

Mr. Christopher S. Saunders: Through you, Mr.
Chairman to the Deputy Governor.

The thing is, when the government puts $20
million into the civil service, using a conservative mul-
tiplier of 2.5, which is about what it calculates to, $50
million goes into the local economy and the govern-
ment gets back a portion of it. Anywhere from 10 to 15
per cent; whether through fees, duties, or whatever,
the government does recoup some, but that money
goes very far in the economy. Those are the kinds of
things that are very difficult to quantify.

What is easy to quantify, and we have started
looking at, is our people’s quality of life. We have al-
ready started looking at that and the truth of the fact is
with the high interest rates, high house insurance, et
cetera, | am hoping the private sector will follow suit
and also start paying their people more. This is a situ-
ation where we still have not caught up on the inflation
that has passed. People are still struggling, and | can
tell you because | see it every day. Right now people
are contemplating which bill to pay, from which bill not
to pay. What we need to do right now is try to get
more money in people's pockets so I'm more interest-
ed, like | said, in how we can get more people up-to-
date going forward.

Government has done a good job in terms of
setting $3,000 a month as a minimum and | really
hope to God the private sector will follow suit, be-
cause if you even look at what the minimum wage will
get to, many people are still going to be living below
the poverty line.

Mr. Kenneth V. Bryan: Mr. Chairman, a great posi-
tion to put, but | wouldn't mind continuing my line of
questioning. | was getting ready to wrap up, and you
were so succinct about your position that the decision
made for the cost of living increase was sustainable.
You also said there was financial input in that Cabinet
Paper that suggested there would not be any deficit.
Obviously, | supported it because | was in Cabinet,
and | do believe the civil servants deserve every pen-
ny they get. As a matter of fact, | [concur] with my col-
league, member Saunders, that | think we need to

start thinking about the other 5 per cent for the civil
servants in a sustainable way, right.

What I'm trying to get to is not whether the
civil service should have got it. They should have got
it, they got it, and no one should ever take it away
from them [because] they work really hard. Where my
problem lies is, DG, if at that time (December) — you
have January, February, March — if that Paper said
there would be no implications of a deficit for the fu-
ture, then what could potentially have transpired in the
months where there were no other major policy deci-
sions made due to the election sensitivity period? How
in the world do we get to a PREFU that suggested a
$26 million deficit? | tie that back to the question |
asked about whether the Governor's Office is bringing
specialists for projections because by all means, I'm
not here to get into the blame.

| think what we have to recognise is [that] our
system is flawed; and with a flawed system and the
public depending on authorities such as PREFU re-
ports, financial reports, and the Auditor General re-
ports to make decisions on their government, at the
very least they have to be perfect for them to make
the right democratic decision. Now that I've said that,
I'm going to wrap up with this last question.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: | have in my hand a copy of
an article by the Cayman News Service dated the 27"
August, 2025 — “Premier Reveals Long Policy Wish
List for Change”. Some serious comments on it, too.
Some even have the little punchy faces like you have
across the [civil] service, you know, your smiley face,
angry face, and some seriously angry faces. If you
want, you and the public can take a peek.

The last paragraph in the article reads — and
| want to give you an opportunity to clarify it or not:

“Manderson said that one of the main rea-
sons why the public finances are currently ‘in a
crunch’ is because of the unbudgeted increase in
payments to pensioners and civil servants last
year by the minority UPM administration, which
was propped up by the PPM Opposition at the
time.”

First off, before we go back to what you said
— that everything looked good on the Cabinet Paper
before we approved it... How do you feel about that?
Is that factual?

The Deputy Governor, Hon. Franz I. Manderson: |
can't even remember saying it but if they said | said it,
I'm not going to question [it]. | recall mentioning those
two areas because it's a fact. Remember now, when
we looked at the HR projections we certainly saw that
we could afford it based on savings that we had
banked and our track record; but it is $20 million. It
meant we would have to be even more constrained to
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ensure that we could meet these costs. | think in 2024
we saved close to $40 million in HR, so there was no
doubt in my mind that we could afford to do it, but it
was not budgeted, so we had to find the money within
our existing budget for both of those things.

The government decided not to increase the
budget so, obviously, if things get very tight they're
going to look at us [and ask], Well, what were the poli-
cy decisions you made that made things get a bit tight,
and | can't get out of the fact that those are two of the
drivers. They are not the only drivers — it is the
healthcare costs, the cost of the SAGCs, all the other
things that we have to pay from time to time, so | don't
think I'm going to dispute that because it is a fact. It is.

However, you said it earlier; | believe at the
end of this year we're going to be fine.

Mr. Kenneth V. Bryan: | agree with you.

The Deputy Governor, Hon. Franz I. Manderson: |
don't think | can get away from saying that those two
things had us tightening our belt the very best that we
could, but not putting us in a deficit.

Mr. Kenneth V. Bryan: I'm concerned about splitting
hairs, but here's what I'm getting at, right.

It's either, one, that Cabinet Paper and the
advice that was given to the representatives in Cabi-
net, who are the people's voices, to make the decision
on that costly $20 million... The technocrats either
advised them that it was not going to be a factor,
which is what you just said, or it was going to be a
factor. It can't be both, right?

Of course, it was not budgeted for, but at the
time, there was an assessment — can we afford it?

The Deputy Governor, Hon. Franz I. Manderson:
Yes.

Mr. Kenneth V. Bryan: The decision given and the
financial response given to the Cabinet Ministers
were: Don't worry, we're going to be fine.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. Kenneth V. Bryan: That didn't happen, did it?

The Deputy Governor, Hon. Franz I. Manderson:
No; what was said was, if we give this COLA we will
not breach any of the principles of financial manage-
ment, and one of those is to have a surplus, right? To
have a surplus — and | think that is true today.

| think what | said is true, but hindsight is
2020. Should we have said, “it won't breach; but it's
going to mean that we are going to have to keep our
feet to the fire a little bit to make sure everything is
okay’? Yes, | guess we could have gone further with it
because | think we all agree [that] if you spend $20

million more than you did last year, there is going to
be a consequence.

However, sir, like | said: It was my Cabinet
Paper and | take full responsibility for bringing it to
Cabinet. | listened to what the FS and his team said to
me; | would always consult with the FS and his team
and the government at the time decided— they could
have met with a greater number, but we all agreed
that 5 per cent was the right figure and it was sustain-
able and | think history will prove—

Mr. Kenneth V. Bryan: That we were right.

The Deputy Governor, Hon. Franz I. Manderson:
We were right.

Mr. Kenneth V. Bryan: DG, thank you so much.

| take this opportunity because I'm not going
to ask any more questions. Congratulations on your
retirement, fine sir.

| want you to know that, by all means, the de-
cision was never second guessed. The civil service
deserves it. What I'm trying to point out in my synopsis
today is simply this: We have to fix our projections’
system because truth be told, when the end of this
year comes and it shows that there is going to be at
the very least a break even or a surplus, the public will
be like, but hold on; that's not what they told us.

We made the decision to make sure your
hard-working civil servants, who are majority Cay-
manian, get paid appropriately; and | have no shame
in making that decision — and the actuals that are
going to come out, are going to be in our favour. I'l
leave it there.

Thank you, DG.

The Deputy Governor, Hon. Franz I. Manderson:
Sir, thank you, and thank you for the kind words.
Thank you very much.

Mr. Christopher S. Saunders: Mr. Chairman.
The Chairman: Yes.

Mr. Christopher S. Saunders: The government is
spending $1 billion a year on operational expenses.
Ten per cent is $100 million, $20 million is 2 percent.
If you want to have this discussion, the main culprit is
the $80 million a year we are spending on NGS 55
and HEA 2. That represents the private sector not tak-
ing care of their employees’ post-retirement, which |
consider a bigger threat to this country's long-term
financial stability than pumping money back into the
economy via our hard-working public servants, and |
go back to the point in this report. No one wants to
say it, but | will: The private sector needs to start tak-
ing better care of their employees in their retirement
age.
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We have ageism in this country for the simple
fact that once people reach a certain age, the private
sector is quick to push them through the door because
their health insurance premium costs too much. That
is why this Parliament agreed unanimously to create
the health care protection fund — to start offsetting
those costs, because | can tell you that $80 million
over a 10-year period is $800 million; it will be hitting a
billion anytime soon at the rate we are going. More
than anything, that is an issue and | want to make it
clear out there because | am coming back for the 8
per cent for my public servants. | don't want anyone to
even believe that this $20 million is really what is put-
ting the government in a financial bind, when there are
other issues that need to be dealt with.

Switching gears, Mr. Chairman through you to
the Honourable Deputy Governor.

The retirement age for civil servants is set at
65. As a former civil servant, when | joined, the gov-
ernment had only one plan which was the defined
benefit plan whereby you needed a seat-in because
the actuaries needed to see when your vested period
was, which | think you were fully vested at 33-and-a-
third years.

The government [then] went to a defined con-
tribution plan for new civil servants with a 12 per cent
contribution rate similar to the private sector where
there is really no retirement age, only the age at which
you stop paying pension. That is what it is in the pri-
vate sector. When is the government going to imple-
ment a move within the civil service for those on the
defined contribution plan, because if you're contrib-
uting 12 per cent every year, it's going to take you
about eight years to save one year’s worth of salary.

Even working with the 50-year analysis | did
earlier, civil servants on the defined contribution plan
are still not going to be covered when they reach the
age of 65. We have women living until [age] 84 and
men living until [age] 79, so civil service males [go] 14
years past the age of 59 and females [go] 19 years
past the age of 65. Recognising that even the gov-
ernment pension is going to be short with a 12 per
cent contribution rate, what steps are going to be tak-
en to allow them to continue working till they're able,
because ageism is a real issue. | recognise some
folks in the uniformed [services] will have challenges
— | mean, you do not expect a 70-year old man to be
climbing up a fire ladder unless he's really fit or [prac-
tises] Tai Chi or something; but at the end of the day
that is a bigger risk.

| raise this, Mr. Chairman, because while the
ESO looks at the overall dependency ratio, when you
go through the Labour Force Survey Reports and look
at the dependency ratio they calculate (I think the last
one they calculated was 28 for the 2024 Labour Sur-
vey); if you were to extract the non-Caymanians, we
have a dependency ratio of 50 per cent, which is an-
other issue for this country’s long-term sustainability.

These are the kind of issues we need to be
focusing on if we really want to get to the crux of the
matter in terms of what we can do to survive. We have
around 14,000 Caymanians who will be hitting 65 in
the next 12 years, and it is going to be a bloodbath for
whichever government if we don't start taking correc-
tive action from now.

While the DG can't speak for the private sec-
tor, at least for the public sector while he's still there,
and for the civil servants under his care, [could he
say] what is the long-term plan for public servants who
are on the defined contribution plan?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, through you, and thank the Member for
that question. Actually, | think he has raised this issue
now for a couple of years.

[Inaudible interjection]

The Deputy Governor, Hon. Franz I. Manderson:
Yes; and we did respond. We raised the retirement
age to 65.

Mr. Chairman, before | answer, | want to en-
dorse the statement he made earlier in terms of what
is happening in the private sector where they are kick-
ing their staff out when things get expensive. We end-
ed up picking up the tab and next thing | know, the
private sector says government costs too much. Well,
if you give us all your aged employees to take care of,
we are going to cost more, so I'm with the Member
that we really need to get a handle on this and come
up with solutions for it.

| just want the Member to know that | agree.
I've seen really sad examples of good people being
kicked out the door at 60 or 65 and being told, “You
have to go; your pension is going to be $1,200 a
month and your health care cost is $1,300 a month for
you and your husband.” What is that family supposed
to do if they don't have a serious nest egg, so | think it
is an issue this Parliament and the government will
have to grapple with.

Mr. Chairman, we were doing quite a bit of
work on the raised retirement age. | am putting my
hand up saying we paused it; we had other pressing
issues to deal with, but now that the Member has
raised it, I'll give him and this Committee a commit-
ment: give me a few months to research and come
back with some, some timelines. Just to say that | am
not against it at all.

Please don't hold me to these numbers, but |
would think we have close to 200 persons in the civil
service right now who are over 65 and are doing an
outstanding job for us; and some of those persons
can't afford to retire — because of necessity they have
taken on the responsibility for an aged relative or
some of their grandchildren. | want to see people re-
tire when they want to, not being sort of forced out the
door, you know, so member: I'm with you. Give me a
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few months, sir, and I'll come back with some solu-
tions and some timelines. Yes.

The Chairman: Okay. Let's move on—
Mr. A. Roy Tatum: Mr. Chair. Sorry.
The Chairman: You have a question?

Mr. A. Roy Tatum: A quick comment before we move
on.

The Chairman: Okay. Make your comment; the next
section is for you, really, so go ahead and lead into it
when you are ready.

Mr. A. Roy Tatum: DG, the sad situation that you
mentioned occurs in the private sector, occurs in the
SAGCs as well; so | would implore you, sir, as you
deliberate about extending the retirement age for
those who want to stay employed, to have a chat with
the SAGCs to see whether we can apply a single poli-
cy across the public sector. Thank you.

The Deputy Governor, Hon. Franz I. Manderson: Of
course. Yes, sir.

The Chairman: Yeah, we are going to move on to
section— which | think we have probably spoken
about and addressed to a great extent. We talked
about risk identification and assessment.

Mr. A. Roy Tatum: We have, but | have one or two
additional questions if | could. | will read the preamble

anyway.
The Chairman: Okay.

Mr. A. Roy Tatum: Just for consistency, this is the
risk identification assessment section. I'm dealing with
the right one? Yes, | am.

The Auditor General's Report states that the
government has not identified or assessed the risks to
and cost pressures on its long-term financial sustain-
ability. The Report also states that “the Government
has established new processes for a government-
wide quarterly internal risk assessment and an
annual external risk assessment. The draft exter-
nal risk assessment does not include risks to
long-term financial sustainability”. The Auditor
General recommended that, “The Ministry of Fi-
nance and Economic Development should identify
and assess risks to and cost pressures on the
Government's long-term financial sustainability...”
— and as we heard earlier, | think we agree, so | won't
continue with that. I'll just start with the questions for
the Deputy Governor.

I would also like to welcome Mr. Michael
Slade. Good to meet you, sir. DG, if you could,

please, provide additional updates other than what's
been provided earlier on the roll-out and implementa-
tion of the new risk management framework?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, thank you.

I'l ask Mr. Slade to chime in if | miss out any-
thing. To answer the question: The team comprises
the Chief Risk Officer and an analyst working out of
my office to build a stronger and more consistent ap-
proach. In agreement with the Deputy Governor they
have three priorities:

— Facilitating an annual cross-government

view of acute external risks that require a
whole-government response;

— Facilitating a quarterly internal assessment
of risks to the effective running of the civil
service such as talent, internal fraud, IT re-
silience, and cyber security;

— Providing the framework for ministries and
portfolios to maintain their own risk regis-
ters, which are now being moved into a
central system for consistency and visibil-
ity.

The foundations that are now being embed-
ded are consistent registers, cross-government as-
sessments and oversight, and better visibility of risk.
That is what we're doing now. We have “owners” of
these risks, who are our Chief Officers. The internal
risks are: major capital and project delivery, IT resili-
ence and cyber security, business continuity, internal
fraud, strategic misalignment, data breach, talent,
employee safety and well-being, and sound financial
management. Each one of these has an owner, Mr.
Chairman, who my Office can hold accountable to
ensure they are doing the work they are charged with
after our Chief Risk Officer sets the framework in
which they should operate.

| attended a meeting yesterday because | am
the owner of strategic misalignment, which talks about
whether the civil service is equipped to deliver for the
government; to make sure that we are aligned, work-
ing together, breaking down silos, making sure that
we're all aligned in delivering for the government. That
is the job of the civil service: to deliver for the elected
government.

It was a very informative meeting and one of
the areas that we looked at was cost which has been
raised here on a number of occasions, and sustaina-
bility. Something we talked about, for example, was
the decentralised models of HR and finance, and look-
ing at efficiencies in those areas. | won't go into much
detail there, | just want to give the Committee a fla-
vour that we are asking ourselves the tough questions
and looking at risk — the external risks and internal
risks; and we have owners of those risks who we can
hold accountable and ensuring that the ministries
themselves are developing their own risk registers to
ensure areas...
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As you know, major capital project delivery
has been a big hot topic for years but there's a team
now focused on dealing with that. The Auditor Gen-
eral's Office has flagged project management for a
while so now it is a risk that we have identified major
capital project delivery and we're working to ensure
that we address that in a very appropriate manner.

Mr. A. Roy Tatum: Thank you very much for that, DG.
| don't know if you were listening earlier on when |
mentioned a concern | have which is that there is a
Senior Leaders Risk Committee.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

Mr. A. Roy Tatum: The CRO works within that infra-
structure and they report to you. | was asking earlier
whether there is another oversight body and the rea-
son | was saying it [is because] the risks that you are
mentioning are hugely important for the country.

The Deputy Governor, Hon. Franz I. Manderson:
Yes.

Mr. A. Roy Tatum: | would hope, and if you aren't, |
would ask for an undertaking that at a minimum you
report pretty regularly to the Cabinet in terms of the
work of the steering committee and the CRO. If you
could talk to us a bit about the elected arm, and
whether they are being [made] aware of the work of
the committee and the progress being made.

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman through you, just to talk a bit about the
purpose of the Senior Leadership Risk Committee.

The committee oversees the top risks facing
the Cayman government. It reviews assessments,
conducts deep dives into the key risks, and oversees
implementation of the risks’ framework. The commit-
tee works on behalf of the Deputy Governor and com-
prises eight Chief Officers from across the civil service
including the Financial Secretary, the Cabinet Secre-
tary, and the Chief Officers for PoCS, Ministry of Fi-
nancial Services and Commerce, and the Ministry of
Planning, Lands, Agriculture, Housing and Infrastruc-
ture. The committee meets five times a year. Just a
little highlight on what the committee does.

Mr. Chairman, | think it's a very good sugges-
tion. We already briefed our National Security Council
on the work of Mr. Slade and his team; | cannot say
for certain that we have briefed the new Caucus. I'm
not sure but certainly, we will do so and | will also give
an undertaking that at the next Meeting of Parliament,
| can give a statement to the House about the work of
the committee and some of its accomplishments thus
far. | think everyone should know exactly what's going
on and if we have not briefed the Caucus or the Cabi-
net yet, I'll make sure that it happens.

Mr. A. Roy Tatum: | appreciate that. | strongly believe
it should be a regular brief, not a one-off. At a mini-
mum, the Cabinet should certainly be aware of what is
happening there. They are the elected government
and the elected arm needs to know what is happening
with these important things.

If | could, please. | want to go back to the first
thing | asked because I'm not sure; if you did, | missed
it. | asked if you could provide an update on the rollout
and implementation of the risk framework. If you said
it and | missed it, | apologise. Just summarise it for
me, please.

The Deputy Governor, Hon. Franz I. Manderson:
Yes. I'm going to ask Mr. Slade to answer because,
obviously, he's the expert on this. Go ahead.

Mr. Mike Slade, Chief Risk Officer, Office of the
Deputy Governor: Thank you, DG. Mike Slade, Chief
Risk Officer for the Office of the Deputy Governor.

Thank you for the question. Through you, Mr.
Chairman. The risk framework has three elements:
the first is the external assessment, which looks at
acute sudden events that might require a whole-
government response. We look at those annually, and
the ambition is to try and drive better preparedness in
terms of being able to respond to those risks if they
happen. That is now an established annual process,
so that element of the framework is fully implemented.

The second is looking at internal risks to the
effective and efficient running of the civil service.
These are typically more organisational risks — Do
we have the right talent and capability to be able to
deliver? Are we protecting government data properly?
Do we have good IT resilience and cybersecurity de-
fences? Those types of things. Again, those assess-
ments are looked at quarterly, and that element of the
framework is implemented and operating fully.

The third is providing guidance to ministries
and departments to maintain their own risk registers.
Ministries and departments are responsible for identi-
fying and assessing their own risks, but we provide
guidance and a central system that enables them to
do it. That is what we are focusing on at the moment;
it is not fully implemented.

We know some ministries and departments
have risk registers while others are still developing
theirs. We know there's a gap there and that's the fo-
cus of the current rollout — to provide training begin-
ning in October that will allow us to both close the gap
and improve the quality of those risk registers. We are
working per a plan — the risk committee has signed
off that plan so they're providing oversight for how we
implement it; but we're aiming to have 32 prioritised
departments within the system operating to the new
framework by the end of this year with the rest to fol-
low early next year.

That's the status of the rollout. The first two
elements are complete; the third one is in progress,
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and we're hoping to make good progress by the end
of this year with full completion early next.

Mr. A. Roy Tatum: Thank you, DG; thank you, Mr.
Slade.

I'm encouraged and have been encouraged
by several things here today. I'm encouraged that you
are in the role and this is being looked at. It's hugely
important and the public should really be aware of it,
so thank you very much. I'll stop there.

Mr. Kenneth V. Bryan: Mr. Chair.
The Chairman: You have the next one.

Mr. Kenneth V. Bryan: | have one quick question.

Mr. Slade, can you say what your resume
background is? | would like to know, and | think the
public should know. You occupy a very important po-
sition for the future of this country's financial stability,
so we'd like to know a little more about you.

Mr. Mike Slade, Chief Risk Officer, Office of the
Deputy Governor: Thank you for the question.

Through you, Mr. Chairman. | have a risk
management background. I've been in risk manage-
ment and assurance for 23 years. I've set up risk
management programmes in both the public and pri-
vate sector; | worked in central government in the UK,
and also worked in industry. | used to work in aero-
space, so I've worked for private enterprise as well.
I'm a Chartered Internal Auditor by profession, and |
have a Master's in risk and resilience.

The Chairman: Mr. Tatum, | think you have the next
section too, looking at section 1.5 — public sector
debts and obligations (post-retirement obligations);
although | think we have spent some time discussing
it.

Mr. A. Roy Tatum: Yes, | think we have, sir.
The Chairman: You are satisfied with that, then?

Mr. A. Roy Tatum: | am satisfied. | don't know if other
members are, but | think we've covered it quite a bit.

The Chairman: Okay. | have the next section, which
is the public sector pay costs. | believe we already
discussed that, Deputy Governor. You told us where
you were with it and the establishment of the pay
strategy.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir.

The Chairman: | want to go to 2.12 then, which is
tertiary health care costs. I'm going to turn to Mr. Pan-
ton to lead off with it.

Hon. G. Wayne Panton: Thank you, Mr. Chair.

Mr. Chair, if | could. | tried to get your atten-
tion twice. | want to step back for a moment and say
thanks to the DG and Mr. Slade as well for the
presentation; | was curious. First of all, DG, | can con-
firm that I'm not aware of any presentation yet to ei-
ther Caucus or Cabinet.

The Deputy Governor, Hon. Franz I. Manderson:
Okay.

Hon. G. Wayne Panton: Although | can't be 100 per
cent sure about the latter.

I'm curious in that context. Obviously, we
identify risks to ensure that we either mitigate the im-
pacts or eliminate them if possible. | don't want to
waste too much time on this, but could you give us
like 30 seconds. Having done all of this, are we doing
things like assessment, scenario planning, you
know...

What happens if we're in this, because we do
many things like planning for hurricanes and all that.
We have those elements covered, but are there any
other sort of scenario planning or assessments being
done which would help to provide some sort of prac-
tise, for example, in mitigating or eliminating risk.

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, I'll ask Mr. Slade to answer that,
please.

Mr. Mike Slade, Chief Risk Officer, Office of the
Deputy Governor: Thank you, DG. Thank you for the
question. Through you, Mr. Chairman.

Yes is the short answer. The external risk as-
sessment is scenario-based, so the lead ministry for
each risk is responsible for defining a worst-case sce-
nario for that particular risk and assessing it using a
common framework. Part of sort of testing our prepar-
edness might be to do simulations or drills on, you
know, what would we do in that particular circum-
stance and would it work? That is absolutely part of
risk management. Assessment, but also management
of those risks.

Hon. G. Wayne Panton: Thank you. Finally on that,
how often do you propose to be reporting on risk to
either Caucus or Cabinet, or both?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, through you.

Mr. Chairman, | think we are in a good place
now. We've made good progress whereby it is time to
update the new government on where we are so when
we get back to the office we can contact the Caucus
Secretary about scheduling a time to come in. Then |
would think we would want to update the Caucus,
Government, [and] perhaps Parliament probably twice
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a year at least as to what's happening, if not more fre-
quently.

Hon. G. Wayne Panton: Well, | think more frequently.
Maybe quarterly in some cases; | guess when things
might be relevant but perhaps there are some that
would [require], you know, every six months or some-
thing.

Mr. Chair, gentlemen, thank you for your re-
sponses. | really appreciate it — Mr. Chair, apologies
for that quick side step.

Going on to the tertiary healthcare cost is-
sues... Mr. Chair, the Auditor General's report states
that the government does not adequately plan for
commitments and cost pressures in the short and me-
dium term. For example, actual expenditure on tertiary
medical care was significantly higher than the budget-
ed amounts in each of the six years from 2018 to
2023, requiring supplementary budgets each year.

We also know this to be true for the current
year. We noted agreement with Recommendation 2
that all commitments and cost pressures in the short-
and medium term should be included in the budgets;
however, the Ministry of Finance and Economic De-
velopment noted this is the responsibility of each
Chief Officer as outlined throughout Part IV of the
Public Management and Finance Act. We know that
you plan to obtain written assurances from the respec-
tive Chief Officers that all short to medium-term com-
mitments and cost pressures are included in the sub-
mitted financial plan and budgets.

Mr. Chair — Oh, wait a minute...

Mr. Chair, can | ask for confirmation?

| think this particular one was not noted for the
DG to be responding? According to our schedule the
Financial Secretary and his team were to be respond-
ing, but I'm open to clarification.

[Inaudible interjection]
Hon. G. Wayne Panton: Yes, but I'm just talking—

Mr. Patrick Smith, Auditor General: Mr. Chair, |
think we're looking at page number 16, [item] 2.1.2?

Hon. G. Wayne Panton: 2.1.2? Yeah.
Mr. Patrick Smith, Auditor General: Yes, sir.

Hon. G. Wayne Panton: Yes; and just to be clear,
the—

Mr. Patrick Smith, Auditor General: Yeah. This is for
the DG.

Hon. G. Wayne Panton: It will be the Financial Secre-
tary who we are addressing in this case — albeit he's
relocated. Is that correct?

Mr. Patrick Smith, Auditor General: No, sir. This is
also for the DG to answer in his capacity.

Hon. G. Wayne Panton: Not on my— anyway...

| think the issue DG, is one that we're obvi-
ously very familiar with, namely the under-budgeting
in relation to the — infamous | believe was the term
you used — NGS 55 and HEA 2 amongst maybe one
or two others, that relate to health care. It is an issue
that | think the Financial Secretary noted earlier in his
contribution, sees things like NGS 55 being budgeted
at 20, 30 per cent or more than that, sometimes, as
what the actual cost is.

From your perspective, sir, and I'm open to
the FS responding as well, how are we going to ad-
dress this in terms of trying to ensure that we have
more realistic budgeting on this, because the impact
of it is not only that we have to come back and have
supplementary funding, but we have decisions being
made on the basis of budget numbers which suggest
there's room in the budget to accommodate other,
perhaps less-priority issues. | think that leads to a sit-
uation where the budget is not particularly accurate
and we have to come back and find space for sup-
plementary spending to make up the shortfall or the
gap which we know exists to begin with.

How do we, you know, ensure that the budg-
ets are reasonable and reflect the best estimates; and
what plans can we have to ensure that we try to make
this more realistic in the future. | mean, | can say, as a
former Minister of Finance, that in the four to six
months that | dealt with the issue, something I tried to
do was to push the budgeting up to at least 75 per-
cent, but | know it's not just an issue for yourself and
the civil servants and the Ministry of Finance.

In many respects it is a lack of political disci-
pline but, collectively, it's an issue that we have to
deal with and you know we've had comments from
others today indicating these are real risks. The level
of growth in those costs is astronomical and, you
know, we're talking about the country's financial sus-
tainability. It is one of the big risks in relation to it. Any
thoughts on our solution?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, maybe the DG and |
can help one another since this is a question that
would be posed to both of us. Just some quick stats
which | think everyone is familiar with.

When we started the 2024 year the budget for
Tertiary Care at Various Institutions was $18.6 million.
That was the budget for 2024. The actual spend at the
end of the year on that same budget item was $57.9
million.

Mr. Christopher S. Saunders: Sorry, Mr. Chairman
just for my understanding.
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Mr. Kenneth V. Bryan: Mics.

Mr. Christopher S. Saunders: Sorry. Are we talking
about civil servants’ post retirement, or about NGS
55?7 This is NGS 55 we're talking about? For civil
servants? Civil servants get paid out of NGS 557 Oh!

Sorry. You are saying budget, so I'm trying to
figure out how NGS 55 comes into this.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: The stats | just gave relate to NGS 55.

Mr. Christopher S. Saunders: But...

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: I'm saying that the original budget was
$18.6 [but] by the end of the year the actual expendi-
ture had grown to $57.9 million and obviously, we had
a number of supplementaries for NGS 55 during 2024.

If we move to the 2025 financial year, the
NGS budget for the year was only $14.4 [million]; the
actual expenditure to the end of July was $30.1 million
and, if that rate continues uniformly, we're going to
end up with around $51.6 million for the year. We will
remember that in June there was a Finance Commit-
tee approval for, | think, maybe $20 million or so, to
get us to a realistic level round about now, and | be-
lieve there will be more requests for NGS 55 before
the end of the 2025 year. Is Member Saunders still...?
Okay.

| think the question was what do we do about
it? How do we get this to be a realistic number on day
one; on the 1st of January each year?

Mr. Chairman, | think | would call this a very
high-visibility number known to all MPs in the House
and if the government was to bring a budget for NGS
55 for 2026 of $20 million, MPs are going to know it is
totally unrealistic, so my simple solution will be that |
and others would impress upon the government —
and | have no indication that they intend to do so —
that the number needs to be much higher than $18.6
[million] in 2024 and $14.4 [million] in 2025. It needs
to be in the region of $50 million.

| don't think there's any necessary systematic
change that we need to make in order to achieve this.
In this particular instance, | don't think we need to
make many systematic changes to get something
more realistic. In the past, NGS 55 has been attacked
simply because it is a convenient way of getting a re-
duction in the gap between revenues and expendi-
tures. It's just one item. It's very convenient; so is
Transfer Payments, et cetera. If you get into attacking
the cost of outputs, the amount of work that has to be
done, Mr. Chairman, in revising those outputs to get a
reduction of ‘X’ dollars is much more work. If this is all
about convenience and closing the gap between rev-

enues and expenditures, | think that's the best | can
offer, sir.

Mr. Kenneth V. Bryan: Mr. Chairman, if | —

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: It'll be highly visible by MPs.

Mr. Kenneth V. Bryan: Mr. Chairman if | may, to the
FS — and he's 100 per cent correct.

For the listening audience and from a conven-
tional perspective, we're talking about $50 million
[and] what they should do or shouldn't do. There is a
common practice in this area — particularly with
something that is variable, whereas you can't identify
specifically what it is going to be because you don't
know how many people are going to get sick — which
is, at the very least, the last two years’ average.
Right?

That should be the estimate because when
we think about it, when the public sits and sees the
government's budget for NGS 55 or HSA or what was
the other one? Poor persons' relief. | can't remember
which were the two. Those line items that you were
saying are conveniently used because they can al-
ways come back here. No one’s going to question—

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: No, sir. No, sir; I'm not saying that no
one is going to question them. I'm saying that at the
beginning of a budget process, you normally would
have a gap which you need to reduce in order to get a
surplus and items like this are a quick fix. That's all I'm
saying. It's a quick fix. If you need to achieve a reduc-
tion of $35 million, this is a quick victim to pick on.

Mr. Kenneth V. Bryan: | agree with you. | don't want
to put words in your mouth. That was my word. From
the political side of things, people go, "Oh, well, no-
body is going to fight if you come for a supplementary
to get healthcare for people as opposed to something
else where you go, ‘Is that really needed?" That's
what I'm saying; but what is important today is what
would be the conventional way to budget for it appro-
priately and the only way you can do so with some-
thing as subjective as that, whereas you don't know, is
to use the last year's averages. Would you agree?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, through you. That's a
sensible way of doing it, Member Bryan.

In a couple of seconds: the NGS 55 expendi-
ture in 2022 was $51.6 million. In 2023, it was $55.5
[million]. In 2024, it was $57.9 [million], so it is a very
high number for the last three years, and if | go back
to 2021, it was down to $39 million, so it has jumped.
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Between 2021 and 2022, it's gone from $39 million to
almost $52 million and has increased steadily since
2022, so yes, you are absolutely right. The correct
way to budget for it is to say in the past couple of
years this has systematically been the number and
[since] we have not made any policy changes as a
government to reduce the level of care that we give to
the public, we probably need to expect the same $50-
plus million dollars a year.

Mr. Christopher S. Saunders: Mr. Chairman, through
you.

When you take NGS 55, which as the FS just
said is about $50 million a year and add HEA 2, which
is the HSA portion of healthcare, | think that's another
$20-something to $30 million a year?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, in 2024, (the year end-
ed), HEA 2, which is medical care for indigents pro-
vided by the HSA, was $25.5 million.

Mr. Christopher S. Saunders: Okay, so $75 million
between the two. Then you take the government's
post-retirement health care benefits owed to civil
servants; that's $2.4 billion that's due over the next 20
years. Again, you also have the retired civil servants
who we basically pay for — it is contractually owed to
them for their service to this country.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, | know that Member
Saunders is a detail man. The number for pensioners,
the premium that the government paid to CINICO in
2024, was $46 million.

Mr. Christopher S. Saunders: Okay; so, basically,
between the two items, you are talking about $115 -
120 million between NGS 55 and HEA 2 plus the civil
servants — everybody. You are talking about $115
million.

CINICO is regulated by CIMA and has certain
reserves and regulatory requirements it has to meet.
The point | keep making is that when you look at the
civil service portion which is funded through CINICO,
each year, CINICO keeps raising the cost to the civil
servants anywhere from 6 to 7 per cent. When you
take into consideration that the SHIC (Standard
Health Insurance Contract) plan, which is the standard
health insurance rate which insurance companies are
entitled to pay by law — they're only allowed to pay
whatever the SHIC rate is. That rate has not gone up
in 20 years, so my question has always been, why is
the civil service being charged an extra 6, 7 per cent
each year?

If you break down CINICO's numbers and
look at the actual plans, between veterans, seaman,

civil service pensions, and everyone else, we are ac-
tually losing money on the SHIC plan that we provide
to the private sector retirees, and in order for CINICO
to meet their regulatory requirement for CIMA they in
essence end up charging government more money,
because they're losing money on the SHIC plan for
the private sector retirees. The question is then: is the
government getting value for money for the amount of
money it is now paying per civil servant, whether re-
tired or in service?

Recognising [inaudible] round the play with
CINICO, et cetera, the point is that every year the civil
service cost keeps going up to keep CINICO compli-
ant with CIMA, when in fact it is the civil servants now
subsidising the cost of the retirees who are on the
SHIC plan. The question is how long is any govern-
ment — this government and successive governments
— going to sit back and allow the civil servants who
do not have access to different facilities; do not have
freedom of choice; who are stuck going to one place,
to subsidise people who basically have different plac-
es to go to through NGS 55? | mean, how long are we
going to continue with this?

| think that is really not a question for you but
for us, as elected members to deal with; but we can
no longer have the civil servants, who are getting
crunched every year, to carry these costs and the pri-
vate sector then come and complain about govern-
ment costs going up when they're not taking care of
their employees. | mean, ladies and gentlemen, at
some point we need to put our feet down. This is un-
sustainable.

Hon. G. Wayne Panton: Mr. Chair.
The Chairman: Go ahead, sir.

Hon. G. Wayne Panton: Thank you, sir, and thank
you to the Financial Secretary for his comments.

| think we all recognise that many of the is-
sues around this sit within these Chambers, but it is
an important, integral, part of a proper budgeting pro-
cess for us to get this right. | agree that certainly a
fairer, more objective approach would be to take the
last couple of years’ average, maybe even 3 years.
That's certainly going to be much better than budget-
ing it at 30 per cent, or whatever. Really, at this point
I'm not sure the Deputy Governor or Financial Secre-
tary will be able to give us much more in respect of
that, except to recognise these are issues that we
have to be cognisant of.

Of course, the issues raised by Member
Saunders are absolutely important as well, but they do
not specifically relate to the issue of properly budget-
ing NGS 55.

Mr. Christopher S. Saunders: Sorry, Mr. Chairman.
Financial Secretary, just to confirm, you said we are
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paying $46 million per year for civil servant pension-
ers?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, it was $46.3 million for
the 2024 year for pensioners.

Mr. Christopher S. Saunders: Okay. Deputy Gover-
nor, correct me; we have over 2,000 pensioners or
thereabouts, correct?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, through you. Thereabouts, yes.

Mr. Christopher S. Saunders: | want this to dawn on
Members.

We are spending $46 million per year to take
care of a little over 2,000 civil service pensioners, yet
when you add NGS 55 and HEA 2 together, we're
spending $75 million to take care of the private sec-
tor's pensioners. Do you guys realise what that num-
ber looks like? $46 million to take care of our own and
$75 million for someone else's? Is this what we're go-
ing to continue to do while sitting inside here?

Around 2,000 people cost $46 million; how
many people are we [covering] for $75 million? And
you know the scariest part? If my memory serves me
right, it was around 2,000 people we were covering on
NGS 55 and HEA 2. Yeah! | think it was a little over
2,000 people who received the coverage for both
NGS 55 and HEA 2, meaning 2,000 civil servants cost
$46 million, and 2,000 private sector people cost $75
million? All right...

You know what? Jesus, take the wheel.

The Chairman: All right, we're going to move on to
the next topic. Did you have any other questions, Mr.
Panton, with regard to tertiary care?

Hon. G. Wayne Panton: No, Mr. Chairman.

The Chairman: Okay. We're going to turn our atten-
tion now to long-term financial sustainability. Mr. Bry-
an will lead off that inquiry.

Mr. Kenneth V. Bryan: Thank you, Mr. Chairman.

Deputy Governor, the Auditor General's report
stated that a fiscal review body can play a pivotal
role in ensuring transparency, accountability and
informed decision-making by policymakers (our
Cabinet Ministers). Review bodies generally produce
reports on long-term financial implications of gov-
ernment policies which ensure that financial implica-
tions of proposed policy actions are effectively evalu-
ated by legislators before they agree to them and im-
plement them. The report done by the Auditor General
identifies that many countries and jurisdictions do this,
including Bermuda and Jersey.

The Auditor General's Office recommended
that the government create an independent mecha-
nism. We spoke with the Honourable Financial Secre-
tary earlier today during questioning, and he supports
an amended version of it that would obviously be best
suited for the Cayman Islands. Would you agree and
support such a thing because the factors that were
considered when this was rejected — I'm not sure
where your authority as the Deputy Governor was
considered in the review body concept that the Auditor
General's Office is suggesting would make us more
sustainable and accountable in our financial deci-
sions.

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, I'm just going by memory. Was this
recommendation accepted by the government? No,
we didn't accept it.

Mr. Kenneth V. Bryan: No.

The Deputy Governor, Hon. Franz I. Manderson:
That was my recollection.

The Chairman: It was one recommendation that was
not accepted by the government.

Mr. Kenneth V. Bryan: I'm happy to read the re-
sponses.

The Deputy Governor, Hon. Franz I. Manderson:
Yes, please sir.

Mr. Kenneth V. Bryan: The recommendation was
that, “The government should create an independ-
ent mechanism for fiscal review and forecasting to
provide assurance on its long-term financial sus-
tainability,” and the management response was,
“Management does not agree with this recom-
mendation - as it is deemed impractical for the
Cayman Islands. The practical difficulty is the very
short time frame such a body would have to carry
out its review prior to the finalisation of the Gov-
ernment's budgets.”

Now, just to further opine on it for edification
purposes, the Financial Secretary did a very good job
explaining the limitations of [how], when a government
comes in [they] have to put together a policy within 3
months, but now we know the law has changed to 6
months. In the United Kingdom, they have a 10-week
review structure. Obviously, we could potentially make
amendments to the Cayman Islands timeline because
we're a smaller jurisdiction, fewer reports, ref num-
bers, and so forth.

The question is why was it rejected and if so,
is that still the position of your office?
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The Deputy Governor, Hon. Franz I. Manderson:
I'm not sure it was my office that rejected it though,
was it?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: No, Honourable Deputy Governor.

Mr. Chair, it was the Ministry of Finance that
said no, but earlier today | said we were willing to walk
back that recorded rejection and change our mind
provided it became clear to us how the review body
would work in practice. Was it going to be nimble?
That's our concern; it's about it being quick, and able
to practically give us what we want. It's not an objec-
tion in principle, not at all.

We have to decide who the review body con-
sists of. Right now my mind is stuck on accountants,
economists — where are you going to get them from?
Is it from Cayman, is it overseas? When do they get a
set of work given to them to assess and how quickly
can they assess it? It's just the practicalities of it, not
an objection in principle, so we're willing to say ‘yes’.

Mr. Kenneth V. Bryan: Mr. Chairman, first | want to
apologise to the Deputy Governor. It was not the
Deputy Governor’s Office that rejected it, and rightfully
so. The question line is to you at this moment.

Obviously, we heard the Financial Secretary
say he's willing to support or accept an amended ver-
sion of it. | guess the question is, would you give sup-
port to the team to deliver such a recommendation
that will make us more sustainable from a financial
perspective?

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, the short answer is ‘Yes’.

The Member will know | have a great relation-
ship with the Head of the Public Service in Bermuda
who was here last year, so | can see us collaborating.
You said the committee is present in Bermuda; maybe
we could simply follow some of Bermuda'’s rules and
regulations. I'm sure | would get cooperation from their
Head of Public Service, who can put the teams to-
gether and come up with a solution.

Mr. Kenneth V. Bryan: Well, with that being said, |
think we've come to a great conclusion in respect to
this area with a commitment by yourself and the Fi-
nancial Secretary accepting it is something that is do-
able at a modular level for Cayman.

Would you give this Committee your commit-
ment that you will draft a paper for Caucus to consider
based on the fact that it is a recommendation from the
Auditor General that will allow us to be more account-
able? Obviously, it is up to the Government to choose
whether they're going to take it, but giving them the
research necessary to say: here's one of the recom-
mendations, here's how it's done, here's how we can
implement it, it will strengthen your financial position

of accountability and look good as a Government.
Would you give us that commitment?

The Deputy Governor, Hon. Franz I. Manderson:
Well, | can give the undertaking that the Financial
Secretary will draft the Paper.

[Laughter]

The Deputy Governor, Hon. Franz I. Manderson:
Yes, sir. I'm happy to do that. We're all smiling, so
that's good.

Mr. Kenneth V. Bryan: All right.

Mr. Chairman, | don't think there are any more
questions for the Honourable Deputy Governor on our
schedule, but | want to say | am very pleased as a
Member of PAC with the information provided today. If
they didn't get all of it, | hope the listening audience
would take the weekend and listen to the whole hear-
ing because your contributions truly give an insight as
to where we are financially and where we need to go.

| know we're not over yet, but | want to say
thank you Deputy Governor for everything you've of-
fered in the line of questioning.

Mr. Chairman, over to you.

The Chairman: Thank you, Member. Deputy Gover-
nor—

Mr. A. Roy Tatum: Mr. Chair.
The Chairman: Go ahead.

Mr. A. Roy Tatum: Sorry. I'll be a spoiler but shall not
be long. | missed a question earlier, so | will take the
opportunity now.

It was mentioned the Governor will be facilitat-
ing some assistance with forecasting, et cetera from
the UK. Could you elaborate a bit on exactly what that
is, and how soon it may be happening? Is it just start-
ing?

The Deputy Governor, Hon. Franz I. Manderson:
Thank you, Mr. Chairman. | want to again thank the
Audit Office for the report and their recommendations.

Mr. Chairman, if you remember where we
were, not too long ago we were unable to get our ac-
counts submitted on time; the quality was not good.
We've come a long way and the reason we've come a
very long way is because when we were told we
needed to improve, we put our hand up and said “Yes,
we need to improve. Now let's find a way to get better
at it” and we got better at submitting our accounts.
The quality of our accounts got better — we got better
at the annual reports, we got better at getting them to
Parliament, and last year saw a record number of an-
nual reports filed which | think we will exceed this
year; it should be 100 per cent.
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Why I'm saying this, Mr. Chairman, is be-
cause the civil service has a proven track record of
improvement and we do it, like | said, by putting our
hand up. [We] don't bury our head in the sand and
hope it's going to go away, because it won't. We have
Members here who, correctly, are going to hold us
accountable to get better. Member Bryan said it:
We're spending other people's money and we need to
ensure that we do so in the most judicious fashion.
People out there are hurting, so every cent that we
can save and spend on our people is a good thing.
With that in mind, sir, | want to assure you that we will
find a way to get this right in terms of our forecasting.

Where we are is that Her Excellency has
agreed to take this forward with us — | record her
thanks. Her team is speaking with their counterparts in
the UK to see what section of their government is best
poised to help and what level of help, the duration,
can it be done, do we need them to come here or can
we do it remotely, how the whole thing will work. We
have to engage more with the Financial Secretary and
his team, and the CFOs, to come up with a good plan
to say exactly: here are the issues, the things we want
to resolve, and here is where we want to get to.

Everyone agrees this is an urgent matter, so
again, | will commit that the next time Parliament
meets | should be able to give an update as to where
we are in getting the team mobilised and making pro-
gress in this area.

Mr. A. Roy Tatum: | thank you for that.

The Chairman: Deputy Governor, | thank you for be-
ing with us this afternoon. I'm sorry we kept you so
late, but | thank you, too, for the candid way in which
you answered our questions. It was a pleasure to host
you this afternoon.

Thank you once again and | personally con-
gratulate you, too, on your impending retirement. |
know you're looking forward to it. | know | will see you
before that.

The Deputy Governor, Hon. Franz I. Manderson:
Yes sir.

[Laughter]

The Deputy Governor, Hon. Franz I. Manderson:
Mr. Chairman, thank and all members — thank you.

Again, it's always a pleasure to come here.
We all want the same thing: better services for our
people, doing it in the most efficient way, and making
our people's lives better, and it is something that we
public servants have the privilege of being able to do.
I'm honoured to be here and look forward to the rec-
ommendations that will come from the hearing, so
thank you.

The Chairman: Thank you, too.

Mr. Kenneth V. Bryan: Mr. Chairman, if | may make a
suggestion. I've had an opportunity to look at the rest
of our schedule and because we've been so effi-
cient— | know where we stopped, but almost every-
thing that is left on the schedule, unless other Mem-
bers disagree, we already asked the Financial Secre-
tary in one way, shape or form.

Now, if there's further finer details | think we
can continue at members' discretion obviously, I'm not
taking over your rule; but there's only one area | see
that we haven't really spoken about at all, namely 3.2,
which is the changing demographics in the Cayman
Islands and the liabilities around it which was allocat-
ed to me to deal with. | don't know if you agree with
my assessment, because | think we gave a 4 o'clock
timeline. Maybe, if members are in agreement with
that, we could potentially complete our task on time.
Just a suggestion guided by your leadership, sir.

The Chairman: Member Bryan, | agree with you. Ei-
ther through the Financial Secretary or the Deputy
Governor, pretty much everything from sections 1 and
2 we have completed; 3.2 — Changing demographics,
we definitely have not.

Mr. Patrick Smith, Auditor General: Mr. Chairman,
yes. | believe Sections 3.2 and 3.3 are areas we have
already touched on in depth. The changing de-
mographics; infrastructure development and mainte-
nance and —

[Inaudible interjection]

Mr. Patrick Smith, Auditor General: Yeah, | think we
also missed 2.2 - Financial reporting in the short and
long term [sic]. Three sections in total that we haven’t
touched at all.

The Chairman: Okay. That's true. We need to cover
2.2 and then 3.2...

Mr. Patrick Smith, Auditor General: Yes, that's cor-
rect, Mr. Chairman. Three areas, sir.

The Chairman: Okay, I'm happy to do that. It will save
us having to come back tomorrow to finish it. Let's go
ahead then, with section 2.2.

Mr. Tatum, I think you had to kick off with that,
but before you do, can we take a 5-minute break?
[Inaudible response]

The Chairman: All right, five minutes.

Meeting suspended at 3:40

Meeting resumed at 3:56
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The Chairman: The meeting has now reconvened;
we are going to pick it up questioning the Financial
Secretary on section 2.2 — Financial Reporting in the
short and medium term. For that, I'm going to turn to
Mr. Tatum who will ask the initial questions.

Mr. A. Roy Tatum: Thank you, Mr. Chair.

As was said, this is on Financial Reporting in
the short and medium term. The Auditor General's
Report states that the government reports on its short
and medium-term financial performance; however,
this is done through the consolidated financial state-
ments for the entire public sector (EPS) and unaudit-
ed, quarterly, finance reports. The Auditor General
cautioned that the EPS financial statements were
backlogged and have an adverse audit opinion, mean-
ing the financial information presented cannot be re-
lied upon.

The Report also states that the most recent
EPS financial statements presented to the Parliament
were for 2018. This means there is no published or
reliable information on the state of government fi-
nances. FS, | would be grateful, sir, if you would pro-
vide some insight into plans to improve the quality of
the entire public sector financial statements given the
situation we are in.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Mr. Chairman, I'm going to ask the Account-
ant General whether he could deal with that question
because it is principally an area whereby the Treasury
liaises with and produces work for the Audit Office to
do. Obviously, Mr. Chairman, for the public, the con-
solidation in entire public sector accounts involves
aggregating with adjustments and revisions—
aggregating the accounts, the financial statements of
Central government itself, along with the 25 or 26
statutory authorities so that you get a whole or entire
public sector view.

There have been a number of reasons why
the EPS financials have been given an adverse opin-
ion for many years, and I'll speak to one, Mr. Chair-
man: The most significant reason is the non-recording
of the post-retirement health care obligations directly
on the face of the government Balance Sheet. It's cur-
rently being placed, as you've known for many years,
in the Notes to the financial statements. It is known
that the amount is substantial — over $2 billion. It is
assessed every year by actuaries the government
hires (the actuary happens to be Mercer); therefore,
it's not as though the amount isn't known; it is known.

The Auditor General's opinion is that it needs
to be on the face of the financial statements and our
concern in the past has been, sir, and you've heard
me say it many times before, that putting $2 billion
plus on the face of the financial statements as a liabil-
ity figure could have the effect of taking the govern-

ment's net assets down to zero, maybe even to nega-
tive, which would be a breach of the requirement to
have positive net assets.

| spoke to the current Minister of Finance this
week and asked if the government was agreeable to
me approaching the Foreign, Commonwealth & De-
velopment Office (FCDO) to say —you've heard this
before, but for the benefit of the public— if we do this
and get negative net assets, is it going to constitute a
breach and therefore we are going to fail the FFR?
Obviously, our desire is that it doesn't constitute a
breach, but we want to check before we go ahead and
do it. The current Minister of Finance came back later
in the week, probably Wednesday, and said that the
government was not minded to do it which was kind of
a dampener. Whilst respecting the wishes of the Cau-
cus and the Cabinet, obviously, | nonetheless intend
to ask informally what would be the view of the FCDO.
| speak to the FCDO monthly, so I still intend to [ask].

The view of the current Minister of Finance is
that we should do a wholesale review of the Interna-
tional Public Sector Accounting Standards (IPSAS).
Does IPSAS represent the best possible standard for
Cayman to be going by? Is it more harm than good?
Do a side-by-side comparison between IPSAS re-
quirements, and say, whatever standards the UK gov-
ernment uses. The UK government does not, to my
knowledge, record its post-retirement health care lia-
bility on the face of its balance sheet but simply ac-
counts for the cost annually. That's the way we are
currently progressing each year, and we see the
number is growing, and growing, and growing.

Mr. Chairman, there were several others. I'll
ask the Accountant General if he would speak to the
other reasons for the qualifications and what plan has
been submitted to the Auditor General's Office.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Good
afternoon, Mr. Chairman and Committee.

Before | start, | just want to point out that the
Ministry of Finance and Treasury are consolidation
agencies for all the information provided to us by all
the various CFOs across government.

One of the issues we've had, as I've men-
tioned here before, is that CFOs are only reporting
less than half of the information they're accountable
for. Each Ministry has an executive level, which is the
parent company, and an entity level, which is, let's
say, the subsidiary or child or whatever you want to
call it. CFOs are only reporting on the entity level,
which is the child level or the subsidiary of the parent
and so what is not being audited at each Ministry level
across government are things like transfer payments,
non-governmental organisations (NGOs).

Those kinds of things are across government
[and] each Ministry has individual ones as well as the
revenues for each of those individual ministries, so
things like tourism accommodation tax and so on, are
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not being audited by each Ministry. If a CFO received
an audit on their TAT to say that it was qualified, they
would make whatever changes were necessary to
ensure it was unqualified.

In Treasury, we're just a consolidation agen-
cy. We are unable to fix those kinds of issues because
we are a decentralised environment. We don't have
the authority to effect any change in those kinds of
things, so what we want to do is change the audit from
the entity level where it currently is to the executive
level. That would mean that when a Chief Financial
Officer submits accounts to the audit office they would
be submitting the full set of books for their Ministry,
which would only make sense because they would
then be accountable for all the accounts which fall
under that specific ministry. That is a change we are
looking to make in legislation, and it will be coming in
the near future, so we appreciate your support on it
when it comes. It is necessary for us to affect the
change we need to see in the revenue element, as we
are being qualified on the completeness of revenue.

As the Committee will recall, we submitted in
the past the Corrective Action Plan. | am happy to go
through it now. It may be a bit tedious, but I'll try to run
through it quickly so | don't take up too much time.

The first matter was the exclusion of the Pub-
lic Service Pensions Board’s administrative balances
from the consolidation. Our most recent update as of
September was: We are awaiting the Office of the Au-
ditor General's (OAG's) evaluation of the inclusion of
the Public Service Pensions Board activities in the
2021 EPS accounts.

The next one is poor control over the property,
plant, and equipment — those are the evaluations of
the property, plant, and equipment that we have. Our
most recent update: Numerous issues now reported
by OAG on Road Valuation Report, despite previous
confirmation of final review of audit file. There was a
time when we submitted all the road, property, plant,
and equipment valuations and we were of the under-
standing that the Audit Office was okay with it. We
recently heard that this is not the case, so we recently
asked the OAG to go ahead and proceed with signing
off the EPS accounts. As some of the issues such as
the post-retirement health care liability were so perva-
sive we knew it would be an adverse opinion either
way we asked the OAG to basically proceed with sign-
ing off on the 21 accounts so that we continue to
move forward, [and] so that we can focus on actually
getting a clean opinion.

The OAG advised that the roads network val-
uations were not up to their standard so just yesterday
or the day before, | believe, we asked them to give us
the specific standards that they want as we are now
starting the 2026 evaluations for the property, plant,
and equipment for all of government, and that in-
cludes the road network. That way we can ensure that
we comply with whatever standard the OAG gives for

the roads network as well as the property, plant and
equipment.

Just as a reminder to the Committee. A few
years back, the Ministry of Finance started doing cen-
tralised valuations for property, plant, and equipment
— and that included the road network as well. Basical-
ly, if we had left it to the various ministries it was not
something that was happening on a regular basis, so
to ensure that we complied with the standards which
are that we have to do evaluations every 3 to 5 years,
we took it on, we pay for the whole thing and we do all
the valuations for all of government, including the
roads network. We had the National Roads Authority
who we considered the experts in roads to do the
evaluations for the road network. We've now been
advised by the OAG that that's not up to their stand-
ards, so we've asked them to give us the standards
they require so we can ensure we comply with that for
the 2026 valuation which is about to kick off.

The next item is the post-retirement health
care benefits that the FS just spoke about, so I'll skip
past it since he already discussed that.

The completeness of revenue. As | mentioned
earlier, we want a situation where we can audit at the
executive level. That will ensure that CFOs put more
emphasis on the completeness of their revenues be-
cause they're not being audited on it presently. Only
the Treasury is being held responsible for these reve-
nues, which we don't have the ability to actually make
any changes to. However, in Treasury, we have add-
ed a Deputy Director for the revenue unit, so we've
been trying to go about a process to try to get CFOs
to make changes even though we don't have any di-
rect oversight of them.

Currently, Judicial has been finalised; and
Department of Vehicle and Drivers’ Licensing (DVDL),
Tourism, Finance Administration, Treasury, Health
Regulatory Services, and Planning Administration re-
ports are currently being reviewed. This is with regard
to the revenue for those agencies. We are trying to
take a softer approach right now because we don't
have any teeth in the law to say that the audit is going
to be conducted on your executive revenue, and so
we are working on that.

The provisions and contingencies, environ-
mental liabilities, and legal claims. The Ministry of
Sustainability’s responses were provided to OAG, so
we are waiting for their feedback on that.

EPS ’'22 and ’'23 accounts to be updated for
new provision amounts. | believe that is all the items
on the list of qualifying points.

Another one is consolidated financial state-
ment disclosures, | believe. | don't have an update on
that so we'll be looking into that more as well.

That was to give a brief overview of where we
are with the EPS account qualifying points. We are
actively working on it, and we do feel that moving the
audit to the executive level will go a long way towards
ensuring that the EPS accounts will be clean going
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forward. As | said, we're just a consolidation point.
Each Ministry would then be responsible for actually
having its accounts clean, which would ensure that we
are able to just consolidate the information provided to
us.

Thank you, Mr. Chair.

Mr. Kenneth V. Bryan: Mr. Chair, obviously, we rec-
ognise thus far that we need some changes to the
authority so [the Ministry of Finance] can have more
say over these obligatory reports, particularly because
their department is taking all the licks for it publicly
and otherwise. Can the FS say whether or not he
thinks a four-year budget would be of any benefit in
allowing them to have more opportunity to catch up
with these reports which are so essential to the long-
term projections of sustainability?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

| think my brief answer would be, no. | don't
think it would particularly cause a speed up. The idea
of the four-year budget was mooted more along the
lines of it giving a longer view of government’s financ-
es as opposed to a two-year period, whereby you can
see what the finances— the revenues and expenses
of the government — are going to be over four years
and that is a better view than a two-year view. We
would still want the annual audit requirement to exist;
we wouldn't propose that it go away. It is possible that
until the issues are resolved, we could get similar is-
sues in a four-year budget that is audited annually.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chairman, | just want to point out that with regard to
the move from auditing on the entity level to the exec-
utive level, there will be ministries that receive quali-
fied accounts for a while until they get their accounts
right. | don't want it to come as a shock to this Com-
mittee or the public when they are currently getting
clean accounts on a portion of their books, but then
turn around and get qualified opinions for a few years
until they get their executive revenue sorted out.

That's something to be looking out for as
well—that some ministries will have qualified accounts
going forward.

Thank you, Mr. Chair.

Mr. A. Roy Tatum: Mr. Chair, thank you.

Just to make sure | am following along cor-
rectly. | looked at this and saw that the most recent
EPS financial statements presented to Parliament
were in 2018, seven years ago if | did my maths
right—a number of years ago and | assume that when
that one was presented, the post-retirement health
care obligations were an issue then, correct? | per-
sonally see that as a red herring. | don't have an issue

with it being in the Notes. I'm not an accountant; | un-
derstand accounting principles, but | have no issue
with it being in the Notes, so | will bypass that.

Therefore, the main issues as to why none
have been presented, | believe, if | am understanding
correctly are— | assume they are being compiled but
is that assumption wrong? | mean, has there been
none compiled since 2018—you referenced you are
about to begin 2025 or something? If | am explaining
myself properly...

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chairman, through you,

We are compiling the accounts. All the ac-
counts have been submitted every year. We submit
the EPS accounts by the 31t of May, which is the re-
quired date. What we are waiting on now is the audit
of those accounts. We are currently in 2021, and yes-
terday, | think it was, we emailed the Audit Office after
receiving a list of, | think it was, eight or nine items
that were still outstanding on the roads network spe-
cifically; and we asked them to go ahead and just
conclude the 2021 accounts because at this point
those accounts are already four years old. Let’s just
go ahead and move on.

If they have that many concerns at this point
with the road network, we will just continue to drag out
these audits forever. Thus, we asked the Audit Office
to just give us their standards so that we can ensure
for 2026 we hit the nail on the head and our roads
network is in compliance with what standards they
want. We are hoping to be able to get that removed
going forward so that would be presumably for the ’26
financial year. However, we are compiling the financial
statements every year. We submit them by the re-
quired deadline of 315t May to the Audit Office, so it is
just the audits that are now moving forward. Once the
Audit Office signs off on the 2021 accounts, we will
start focusing on the audit for the 2022 accounts.

Mr. A. Roy Tatum: That clarifies things, thank you. |
would add [that] | do not think your request is unrea-
sonable in terms of the really old things. Let's just
move past it and try to sort it out.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Thank
you, Mr. Chairman.

The Chairman: FS, have you looked at the UK's fi-
nancial statements and their audit reports?

| heard you talk [about] looking at doing some
evaluation of whether IPSAS is the appropriate stand-
ard that we should be [following]. | know the US— and
the UK, particularly— do not follow IPSAS. They seem
to have made up their own accounting principles as
they have gone along and some of them have been
incorporated into law, is my understanding, so they
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are effectively able then to manage their accounts and
manage the kind of opinion that they are going to get
from their Auditor General. | know that they do not
take their health care liability onto the balance sheet; it
is not there, and last | looked, | think it was like a $2
trillion negative net worth. It was an incredible figure |
saw, and yet they are able to get either an unqualified
or qualified report on their financial statements.

The last time | looked at it was 2020 or 2021
statements, so | am not sure that there would be the
best place to look to in terms of looking for guidance
from it. | mean, | personally like the idea that we are
using a recognised international standard in the prep-
aration of our accounts and do believe that we must
work towards complying with it to enable us to get a
clean opinion; otherwise they will continue to be of no
real value to anyone in terms of being able to make
decisions and understand more clearly what the ac-
counts really mean.

Mr. Patrick Smith, Auditor General: Sorry, Mr.
Chairman.

| just wanted to indicate as well that for 2023-
2024, UK government financial statements were dis-
claimed by the auditor general; so again, to your point,
if you are looking for an example to follow, I'm not
sure if that is the one you want to take.

In terms of the standards, | know because it
was already proposed about potentially looking at
what the UK and US do... Yes, they have national
standards, but with national standards they are still
based basically against international standards. They
just have internal persons who go through and make
amendments and tweak them and so forth. My posi-
tion has always been that having national standards is
a risky proposition because it begins a bit of a slippery
slide when you start to say, let's exclude certain things
in order to basically avoid getting a qualification point.

| think, the Cayman Islands being an interna-
tional jurisdiction that attracts international business,
you want to ensure that financial statements are actu-
ally in accordance with a reputable, recognised inter-
national standard.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chairman, through you, | believe at least at some
point in the recent past, we were of the understanding
that Cayman Islands had advanced farther into IPSAS
than any other jurisdiction had gone. When we dis-
cussed the possibility of considering different stand-
ards, | believe a more comparable one was the Inter-
national Financial Reporting Standards (IFRS), which
would be even more internationally recognised than
IPSAS, just because IPSAS is specifically focused on
governments; but it does have quite stringent re-
quirements for social benefits and so on. Thus, con-
sideration is being given to possibly going to a stand-
ard like IFRS or something like that.

The Chairman: | hear you, but IPSAS itself too em-
bodies IFRS. The differences relate to the type of enti-
ties you are auditing — government public entities
rather than private or companies, so | am not sure that
going to IFRS strictly is the right answer either.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chairman, as you correctly stated, IPSAS are gov-
ernment-related standards, but IFRS are what we are
looking at to see whether those are options for us.
The social benefits under IFRS obviously would not
be the same as IPSAS because it is a government
thing— and it is very demanding, just the social bene-
fits alone under IPSAS. It is something we are investi-
gating but at this point | don't know if that is the best
way forward so as we move forward with our consid-
eration then we will update the Committee according-

ly.

The Chairman: Any other questions then? [Pause]

Okay. Members of the Committee, | want to
turn next to [item] 3.2 — Changing demographics. Mr.
Bryan, | am going to turn that over to you as it was an
area you were interested in.

Mr. Kenneth V. Bryan: Thank you, Mr. Chairman.

The Auditor General's Report states that the
population is growing and the Caymanian population
is ageing. You heard me speak about the interesting
statistic of how many persons will be retiring in 10
years and in the year 2033, (8 years). This may have
an impact on the demand for public services. An age-
ing population will likely have an impact on health care
and social care costs. How are these changes in the
population factored in our forecast for demand and
cost of public services, Mr. Jefferson? Are you aware?
How do they forecast that — are they being forecast-
ed?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

It certainly fits in with the thrust of the Auditor
General's report, which is about long-term sustainabil-
ity. Mr. Chairman, long-term sustainability, you know,
if we are going to do the job properly, it requires a
dedicated effort. My honest answer is that the Ministry
of Finance at present and for the remainder of this
year is going to be preoccupied with SPS, budget and
so forth, so | do not see us being able to take on that
role anytime soon—the role of looking at all of gov-
ernment's costs and revenues over a long term. The
area of changing demographics and the effect of age-
ing population is just one area in that massive and
wide consideration of government revenues and ex-
penses. Until we can actually do that long-term plan-
ning, you could almost argue that it deserves a dedi-
cated unit to carry out that function. It's not a, / do it for
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two weeks and put it down and pick it up four weeks
later. It needs dedication; it needs constant updating.
Such an operation would involve updating your as-
sumptions to go into it. It really is quite an involved
process.

In the meantime, | would expect, Mr. Chair-
man, that Lead Ministries, as | refer to them, such as
Health and Social Development, we would expect to
see them place larger amounts in their budgets for the
increasing age of the population over time. We would
certainly expect our health care costs to increase. As
[the] population grows — and not just ages — we
would expect to see more requests for scholarships.
We are seeing more requests for policing, road
maintenance, government-assisted housing; but until
you can get, | would say, a central body to do long-
term forecasting for the government, our focus should
be the ministries responsible for those types of ser-
vices. | would expect those to include larger and larg-
er amounts in their budgets.

Mr. Chairman, just to give an indication in
terms of the health care premiums for civil servants,
and that would give an indication of the effect of age-
ing. In the current year (2025), if a person is 65 plus,
the monthly premium that is paid for that individual is
$1,906 per month. In the 2026 budget, the rates de-
termined by CINICO for premiums now have the 65
plus category broken down into some other categories
such as 65 to 69, 70 to 74, and 75 plus. Whereas if
you were 65-plus before, paying $1,906 per month, in
2026 that would increase to $2,081 and in 2028, it
would increase to $2,076.

The point | am trying to make is that even
within the civil service and the retirees’ population, we
can see the effects of the ageing increase in the
amount of premiums that have to be paid as persons
get older and older; and not only that, we would ex-
pect some of them to need financial assistance as
they get older so we would expect the financial assis-
tance budget to grow in future years as well. That is
my position.

The healthcare premiums next year have
been included in the budget circular; they have. We
attached an appendix to the circular that says, Here
are the different premium rates that you must charge
for your employees falling in certain age bands, and
those rates have increased anywhere between seven
and eight per cent. | can say to the Committee right
now that the civil service in compiling those budgets is
feeling the pinch, is feeling the tightness of having
health care premiums go up. | would expect that a
similar thing would apply, too, if you were out in the
private sector and you were getting older; you're going
to pay higher premiums.

The government will expect to have to pay
more social assistance programmes, et cetera, so that
is the way | would expect things to go for the next
couple of years. Lead ministries, | would think, would
need to submit bigger budgets. They will get the pres-

sure from the public for additional help, and they will
know what is needed.

Mr. Kenneth V. Bryan: Thank you, FS.

Through you, Mr. Chair, unfortunately, what |
got from that is that we do not have—and | am not
sure if there are any plans to at this point; | am happy
if you [would] indicate that—a dedicated team to moni-
tor this at all times. What | heard is, what will ultimate-
ly happen is we just keep adding more and more
money to these costs because naturally, the closer
they get to that year, rather than forecasting down the
road, they will have a closer assessment when the
population increases and the number goes up. | think
the acknowledgement that we do not have a dedicat-
ed team tells us that we should have one, and maybe
from today's hearing, maybe the Government may
consider doing that. | think it is something that this
report is basically trying to get to. It is all about the
long-term sustainable financing for the country.

You brought up an even bigger problem,
deeper analysis, from a sustainability perspective that
needs to be taken into consideration, and it goes into
this: There is an appetite in the Cayman community
right now which is anti-growth. As we continue to incur
these expenses as the days go by, based on the pro-
jections now — we have the large number of persons
retiring in eight years. Where is the money going to
come from? When most of the things that we do...

| know this is going to be a bit of a controver-
sial comment, but | don't know how much more we
can squeeze out of financial services; the public is
having a field day with the immigration elements and
the revenues we make from it; tourism (from a cruise
tourism perspective) seems not to be truly supported;
and then there is this attitude of who we are building
for, not recognising that growth is what we make
money from. What you said to me, Mr. Jefferson, is
we are going to need to keep on adding money as the
years go by, but | don't know where this money is
coming from. | keep asking: Are we intending to either
make this economy grow to where we make the reve-
nue or are we going to tax the people to find the mon-
ey for it? All indications are that expenses are coming.
Anything you can add to that?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, through you.

Just to clarify that what | meant was that until
you get a “central unit” as | describe it, that is involved
with forecasting government's expenditures and reve-
nues over a long period of time—10 plus, years—until
you get that—[and] ordinarily that unit should be able
to say, in year five this is what we expect health care
costs to be and so forth—until [such a] unit is estab-
lished, | would expect to see costs increase and in-
cluded in the budgets.
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| am expecting that the lead agencies, Minis-
try of Health, Ministry of Education, Social Develop-
ment, whoever is impacted, would be coming with in-
creased amounts and placing them in annual budgets
as opposed to, if there was the establishment of a
central unit, that unit would say, Okay, in year five, we
think that you need to be budgeting x’ versus Ministry
of Health, we are going to rely on you to do that. That
is the point | was making.

Mr. Kenneth V. Bryan: | do take that point because
we are not in disagreement; we agree. All we've just
basically said is that one is long-term, and one is
short-term. | am saying that for us to make the right
decisions today to be prepared for the long term, we
need long-term analysis; and | agree that they are
doing that in the short term now as they do budgets
and so forth. However, you missed the other question
that | asked along with it, which is it's not whether you
do it short term or long term, but the fact that it is com-
ing and where is the money going to come from to
deal with it? This is why it is even more important to
have a long-term assessment because it gives you
time to prepare.

For example, we are a consumption-based
economy with financial services related to it, with
some small parts of it being tourism. If we don't un-
derstand the magnitude of the problem that is coming
in five to 10 years, the decisions that we are making
now against certain decisions, hypothetically... Let me
just be controversial: cruise tourism or hotel buildings
or any other infrastructure for that fact which causes
import duties, more employees, work permit fees,
consumption of goods and services where we make
the revenue, because we do not have any oil, we don't
produce anything, and growth is the only way in which
we continue to make money.

Unless we want to do the opposite, which is
cut back, and we made very clear today that there are
very limited ways we can do that. Hence, if we see the
expenses coming, but we are not projecting for it in
the long term, could we be setting ourselves up for
disaster? Now, | am not suggesting to overdevelop;
no, I'm not saying that, but | can't even say whether
stopping or curtailing the growth of your economy is
good or bad because | cannot tell how much money |
am going to need in five to 10 years. That is why this
dedicated projections team is important. You see what
| am saying?

| am more concerned today than | have ever
been about the retirees in five years and 10 years and
those who need health care, because there is a cur-
rent attitude and appetite against growth in Cayman (it
is the big ghost in the room), not recognising this is
how this country was developed. Growth, if managed
properly, can be a good thing. Anyway, I'll stop there.

| want to go into immigration. Are you aware
whether there is any analysis in our immigration poli-
cies that ultimately allows people to become Cay-

manian? Once they become Caymanian, they have
access to healthcare, social services, their children
can go to school... all these other liabilities. Are you
aware if there is any risk analysis on the type of poli-
cies, whether they should be restrictive because of the
cost component in the long term; or open because we
can afford it and the benefits are otherwise? Are you
aware of any analysis on projections of financial obli-
gations to people becoming Caymanian?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: No, Mr. Chairman. The short answer
to that is, no, | am not aware of it. Doesn't mean that it
doesn't exist.

Mr. Kenneth V. Bryan: Fair enough.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Not addressing the question you just
asked, | do know that there are planned changes to
immigration regulations in respect of bringing in addi-
tional revenue to the government from certain fee
changes and so forth; not a substantial amount from
the estimate that | saw. That is said just as a “by the
by” to say that there are some changes planned to the
immigration regime, but the analysis that you spoke
about whereas the government has sat down and
done an analysis of what it cost the government—I
think that's what you are getting at—for someone to
become a Cayman, | haven't seen that.

Mr. Kenneth V. Bryan: Okay, thank you. That's a le-
gitimate answer.

There is another point where people within
our society have always talked about this dependabil-
ity on revenue from work permits. We are going
through a very sensitive period in Cayman’s history
about immigration. People don't like the fact that our
population is where it is, and much of that population
growth has come from work permit holders, and much
of that money that comes from work permit holders is
what we help to sustain the things that we are having
right now.

Do you know if there is any analysis on the
impact if the government tries to alter the population in
some way or control it, restrict it, or even increase it
and whether that is analysed in the financial compo-
nent?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, the closest that | can
get to answer that would be to give member Bryan
what the work permit fee income has been in recent
years. It speaks more to the dependency that you just
spoke about as opposed to the analysis that you want.
| think, obviously, many of the questions you are ask-
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ing are best answered by someone from the Ministry
of Immigration, but none of them are here today.

To give an indication of how significant work
permits revenue has been in the past, in 2022 it was
$90.7 million; in 2023, it was $94.4 million; in 2024, it
was actually $107.7 million. Toward the end of July
this year, it was $56 million so you are probably tar-
geting around the same, $98 million, at the end of this
year. If | took the time, | could look at what the PREFU
projection was, but | am saying it is going to be $90-
plus million a year; so yes, it is a significant compo-
nent of government's revenue and if the government
makes decisions that cause work permit fees to de-
crease and decline—

Mr. Kenneth V. Bryan: Or don't approve them at all...

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: It would need to [either] make up for it
from some other revenue source, or reduce expendi-
ture by a similar amount so as not to decline its fiscal
position.

Mr. Kenneth V. Bryan: Correct, and that is what | am
alluding to. That such analysis needs to be done be-
cause they are talking about those types of things
now. | guess when we get to Parliament we can ex-
pand on that further.

I would just like to highlight one thing before |
change the angle in my last set of questions, Mr.
Chair, [it] is that was even one of the suggestions for
increased revenue today: increasing the fees around
work permits which will further increase the depend-
ency on that revenue. It is really a very hard thing for
policymakers to make major changes if they feel the
population says, okay, you know we're too many peo-
ple here or we don't want to give away so many work
permits and focus more on Caymanians.

For years people have said, the reason they
get all those work permits is because they need the
money; they nah business with Caymanians. | think it
is important that the public knows or at least the gov-
ernment should have someone making that analysis if
they got to come back to the public and say, no, this is
a source of revenue for us; or, if we don't support that
growth or work permit numbers, we will have to make
sacrifices or [generate] revenue elsewhere, because
the public needs to understand how our economy
works.

Sorry, go ahead. | see you want to say some-
thing.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Sorry, Mr. Chairman.

Your comments are understood clearly. In my
opinion, what the public is concerned about, its
thoughts, is the number — the number of work per-

mits, as opposed to the dollar figure necessarily. If
you were able to magically reduce the number of
permits that currently exist but retain much the same
level of revenue through higher work permit fees |
don't think the public would be too concerned about
the fact that it has gone from 40,000 work permits to
21,000, if you're still getting the same $90 million.
Their concern is about the number.

Mr. Kenneth V. Bryan: Fair enough, and that is a
very good assessment, but in this case, we are not
trying to balance out by saying reduce the number,
increase the revenue so you can get back to the same
amount. We are talking about actually getting more
money, so it becomes even more complicated, but |
agree with you. If you're strategic, you could be able
to reduce the numbers and get either the same
amount of revenue you need, or even more from an-
other revenue base.

Let's change to another area which has to do
with the debt—and | hope | am not going back over
the subject area. Can you confirm what the Cayman
Islands' current debt is right as per the last report?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Mr. Chairman, I'll just give a few years. The
debt of the government as of 2021 was $222.7 million
and it rose to $506 million in 2022. In the report, the
Auditor General mentions the doubling of debt. That
was because remember the previous administration
put together a COVID assistance loan in 2022 and
virtually left it untouched apart from $10 million. When
a new administration came in in 2021, a decision was
made to draw down the remainder of that facility. The
drawdown in 2022 was about $329 million. The loan is
for 15 years [and] the interest on it was a fixed amount
of 3.25 per cent. The money was drawn down and
reinvested whereby the government was actually able
to earn a higher return than the 3.25 per cent interest
it cost.

At the end of 2022, that $506 million had
dropped to $453.1 million, which | think is the number
mentioned in the Auditor General's report. At the end
of 2024, it had declined to $405 million approximately.
At the end of July this year, it had fallen to $378 mil-
lion and these declines are as a result of scheduled
repayment of the debt principal. | can also say to the
Committee that the 2024 and 2025 budget envisaged
the government borrowing $150 million over those two
years to pay for its capital programme.

The plan was for the government to borrow, |
think, $23 million in 2024 and $127 million in 2025.
The government went through all of '24 and did not
borrow at all, and seven months into 2025 the borrow-
ings were also nil, so for 19 months there were no
borrowings on a facility that was approved for $150
million over the two years. Very early in August, a loan
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drawdown was made and the amount was relatively
modest — US$25 million.

Mr. Chairman, | do not foresee the govern-
ment drawing down the full facility of the $150 million
at the end of this year (2025). | do not see that hap-
pening.

Mr. Kenneth V. Bryan: Okay, that is great news, FS. |
am happy to hear it. The last figure we had in 2024
was $475 million after scheduled payments.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: $404 million.

Mr. Kenneth V. Bryan: | think you said there was an-
other scheduled payment in July that brought it down
to $375 million?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: $378 million.

Mr. Kenneth V. Bryan: Plus the US$25 million that
we recently drew down.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: In August, yes.

Mr. Kenneth V. Bryan: Okay, so we are still below
the $390 million amount. About that, right?

The reason | say that is because | think it is
an unfair criticism that the Cayman Islands are getting
— regardless of which government it is, this one, the
last one, future ones, it doesn't matter — and | want
you to give me your opinion. FS, the total amount as-
sociated with COVID by loss of revenue and by costs
incurred as a result of COVID-19 was $333 million so
if COVID didn't come, if I'm just being a simple old
maths person here, the country potentially could have
been, equal for equal, less than $50 million in deficit.
Would that be a fair assessment or is it a far stretch?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: It is difficult for me to do that assess-
ment in my head right now. | don't know how you ar-
rived at the figure of $50 million but—

Mr. Kenneth V. Bryan: | can repeat it. Let me try it
one more time.

Based on the current estimates of our debt,
based on what you told us, the last figure and the re-
cent US$25 million, we are about $390 million in debt.
Is that right?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Yes. Round it to $400 million.

Mr. Kenneth V. Bryan: Okay, let's call it $400 [mil-
lion]. The estimated cost of what COVID hit the coun-
try with was $202 million — to help the Caymanian
people get through COVID, whether it was payments,
grants and so forth for COVID relief for people, [sti-
pend for tourism workers who were not working, all
these other things—plus the loss of revenue of $131
million; the report suggests an effect of $333 million.

I'm asking, is it too far to assume that if
COVID did not happen we would have been in what
you probably call “good management of the country's
finances”? Would you agree with that?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, when we look at 2020
as an example, which was the COVID year, the deficit
for that year was $58 million. The next year, 2021, it
was $19.5 million so the numbers you just mentioned
— costs incurred, revenues lost — would certainly
take care of those deficits and turn those deficits into
surpluses. There is no doubt about that.

Mr. Kenneth V. Bryan: Thank you. I'll wrap up by
saying this: I'm trying to give the country a level of
ease. Caymanians are very conservative. We don't
like to know we are in debt at all, which is a good
thing, a good financial practice; but, as an expert in
this field, you must watch global circumstances. Com-
pared with other jurisdictions in respect to Cayman's
debt, how are we compared to the rest of the world?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. That's a
good question. | appreciate it.

Mr. Chairman, it caused me a bit of concern
that the debt, as mentioned in the Auditor General’s
report, doubled in recent years, although it is a fact
that it was because of the 2022 drawdown. The $329
million that | spoke about was drawn down in 2022,
and the honest answer is that the drawdown in 2022
was not necessary to recover — it didn't have to hap-
pen to recover the COVID expenses and the revenue
losses; that was not the real purpose of that draw-
down.

The real purpose was to say we have an op-
portunity to draw a substantial amount of funds before
it expires and the cost is relatively low at 3.25 per
cent. If we can take those funds and reinvest them at
a much higher interest rate and net terms, the gov-
ernment is ahead, and the Cabinet of the day ap-
proved that drawdown— and it existed for a while.
That was the real reason for the drawdown, but it can
cause some concern in the public when the report
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says the “debt doubled.” It just sounds bad. It sounds
dramatic.

If you were to put that in perspective in terms
of a debt to GDP ratio, the Cayman Islands are ex-
tremely modest in terms of its low debt to GDP ratio
and that is what you want. In Japan, the debt to GDP
ratio is 216 per cent, which essentially means that
Japan would have to take two years of the value of
goods and services produced in each of those
years—and remember that those goods and services
don't all belong to the Japanese government, right. In
theory, it would take two years' worth of the goods and
services produced by Japan to pay off their debt.

In America, it is 124 per cent; so America
would have to take all its year's goods and services'
value to pay off its debt and it would still have 24 per
cent left. The UK has a debt to GDP ratio of 96 per
cent. If we go closer to home, Jamaica has come
down quite a bit; they are now at about 68 per cent
debt-to-GDP. Bermuda has done quite well, Mr. Chair.
My last read was that their debt to GDP ratio is now
down to 35 per cent; and Barbados has also declined
— they are now at about 100 per cent. Cayman is
about 7.68 per cent, so if we were to ask for a list of
the countries with the lowest debt to GDP ratio, Cay-
man should be on that list.

| think the ones that are lower than Cayman
are Brunei, and possibly Hong Kong; but Cayman is
very good in that respect so the doubling of the debt
suggests a dramatic problem. We are still subject to
the 10 per cent debt servicing ratio. Whatever the size
of the debt, we are still meant to comply with that. Ob-
viously, if we could have a lower debt it would be even
better but our current debt is not posing a problem
right now.

The Chairman: FS, | did the exercise a few years ago
and we were certainly in the top 10, and the countries
that were ahead of us were countries that had no
debt. | am talking about places like the Emirates
where they had no external debt, and | think if | re-
member correctly, the island of Jersey did not have
any external debt at the time; so there were solid rea-
sons why we were not higher, but we were within the
top 10, I recall. At that time, our debt to GDP ratio was
around 5 per cent.

Mr. Kenneth V. Bryan: Mr. Chairman, | thank the FS
for all of that in respect of this subject area. | know we
are going to move on to this subject area, but | want to
put some context.

Though that may sound good, we should nev-
er be comfortable. Being a jurisdiction [that’s] con-
servative in our way we handle money is the one thing
that has made Cayman who we are. Those old sea-
men used to pinch and pinch and pinch, and save and
save and save, and that culture should never be
lost... as well as recognising that there are expenses
coming up. Though that may sound good to the rest of

the world, we don't want to be there, so we have to be
mindful of that.

| want to put the low debt ratio into perspec-
tive compared to the need of the people. What | mean
by that is, when your people need help, do not be
afraid that you have to spend more money to make
sure they have a quality of life, even if it means a little
further debt, because it makes no sense to have good
financial ratings while your people starve to death or
do not have a roof over their house or they are stuck
in traffic every day.

As we sit here and critique our extreme
measures on financial sustainability, it's good, but
bearing in mind the reason why it is all right some-
times when things are hard for your people to go a
little further in debt to take care of them because that
is the whole purpose of running the country, until
things get better and we find a model whereby we can
get the finances up again. When governments make
decisions to give a civil servant a 5 per cent increase
because they have not had one in, | think it was four
years, before COVID or something like that, or a poor
or older person's relief because they can't survive in
the Cayman lIslands with $1,200 because the cost of
living is so high, maybe we should be mindful of our
critiques. I'll leave it there.

Thank you so much. | don't know if any other
Members have any questions in that area, but I'm
completed, Mr. Chairman.

The Chairman: Thank you, Mr. Bryan.

We will move forward and we are on to the
last segment to complete this hearing today, item 3.3 -
infrastructure development and maintenance. | have
Mr. Panton to lead that line of inquiry.

Hon. G. Wayne Panton: Thank you, Mr. Chair.

| would note that the budgeted amounts of
expenditure did not include the COLA at the time, but
it did include the borrowing. Just to put that in context.

Mr. Chair, thank you. | know it's getting late;
I'm going to try to get through this fairly quickly. The
Auditor General's report states that the long-term fi-
nancial consequences of building new infrastructure
assets are not always adequately considered when
making those investments, and those costs can be
substantial, so the Auditor General recommended that
the Ministry of Finance and Economic Development
prepare what they call a “long-term capital investment
plan” and noted that the plan should inform capital
investment decisions including in relation to the af-
fordability of major capital projects. It wasn't the first
time the recommendation had been made. It had first
been made back in 2017.

Mr. Chair and colleagues, the Ministry of Fi-
nance back in March 22 began including a capital
project tracker in its unaudited quarterly financial re-
ports which included a list of capital projects, total pro-
ject cost, completion time, costs incurred to date, and
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estimated capital expenditure over the following five
years. Although that is not the same thing as a long-
term capital investment plan, it was noted to be a
good start; it seems though that there was a decision
made in 2024 to remove that tracker from the reports.
In fact, it was removed from the third quarter (Q3) re-
port in 2024.

Mr. Chair, | guess the question to the Finan-
cial Secretary and his colleague is why was the Minis-
try of Finance only partially accepting the recommen-
dation in the sense that they came up with the tracker
rather than a full long-term capital investment plan
and why was the tracker removed in the Q3, 2024
report.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, thank you to Member
Panton. | will make comments on the tracker and the
Accountant General will make comments on the plan.

Mr. Chairman, the decision to remove the
capital tracker from the third quarter 2024 report was
made simply because it did not include absolutely ac-
curate information, and we did not have sufficient time
to go back to the relevant ministries to seek their cor-
rection prior to the gazettal date, which is a legally-set
date occurring 6 weeks after the end of the quarter.
For example, Mr. Chair, for a particular capital project
the tracker would show the costs to 15t January 2024,
the beginning of the year; the costs incurred to, say,
the end of the third quarter of 2024; and what the
costs were expected to be in the entire year (2024).
Then you would see a number for the cost expected in
Year 2, Year 3, until completion, and finally there
would be a cost that essentially adds across those
numbers to equal the cost that you would expect to
see capitalised.

In many instances for the third quarter [figure],
the arithmetic was wrong; they didn't add across so
we decided, rather than publish information that was
incorrect. Although it would appear at the very end of
the quarterly report, we couldn't rely on, well the read-
er is going to be tired and not going to look at the very
last page. We said we were not going to get the an-
swers in time to publish it by the gazette date, so we
removed it deliberately. | am pleased that the tracker
was back in the subsequent quarterly reports for
2025, Q1 and Q2, so it is certainly not a permanent
removal.

Hon. G. Wayne Panton: Thank you FS for that clear
answer.

Mr. Chair, | guess just one follow-up question.
Does that mean there are reasons not to further de-
velop a long-term capital investment plan as recom-
mended?

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.

Chairman, through you, the FS asked if | could assist
with responding to this.

| want to go back to the 2017 report since it
was referenced in the report we are looking at today.
In the 2017 report, “Major Capital Projects Follow Up”
produced by the OAG, | believe, in October 2017,
there are two recommendations related to the long-
term capital investment plan. The first one was that
government should develop a long-term capital
investment plan that includes the elements out-
lined in a specific paragraph (82) in that report;
that this be updated on a regular basis; and made
publicly available. The other in 2017 was [that] the
government should also identify who is responsi-
ble for developing and maintaining the long-term
capital investment plan, ensuring that there are
strong links between the budgeting frameworks,
and that the capital investment is affordable while
maintaining financial sustainability of the Cayman
Islands in the longer term.

Mr. Chairman, in both of those recommenda-
tions, the Chief Officer for the Ministry of Commerce,
Planning and Infrastructure was the individual identi-
fied as being responsible for this long-term capital in-
vestment plan. Additionally, client Chief Officers were
identified; the Financial Secretary was also listed fur-
ther down, but at the time the main person responsi-
ble was the Chief Officer for the Ministry of Com-
merce, Planning and Investment.

In this year's recommendation, we have seen
a change, whereby it now says the Ministry of Fi-
nance and Economic Development should prepare
a long-term capital investment plans. This plan
should inform capital investment decisions includ-
ing in relation to the affordability of major capital
projects and the capacity of government and the
industry to deliver them. This would significantly
improve the government's ability to plan for and
report on long-term financial sustainability. The
Ministry of Finance accepted the recommendation in
that we completely agreed it was a good idea; we in-
cluded it in our monthly reporting to Cabinet for the
last, | believe, three years now and we are happy to
actually put together such a plan going forward.

In our response we said we would try to have
it in August ’27 for the 2028-2029 budget, and that if
possible, we would actually try to get it for the 2026-
2027 budget, and that is because we are doing a
budget modernisation exercise. We hoped we would
actually be further along with our budget modernisa-
tion exercise to the point where we would be able to
include this long-term capital investment plan in that
document; however, we are not at that point yet.

We also have some concerns with regard to
whether a long-term capital investment plan will actu-
ally be adhered to because we have elections every
four years. Unless we know who, the next government
is going to be, or that the current government is going
to remain, there is a possibility that this long-term cap-

Parliament of the Cayman Islands



52 Thursday, 4 September, 2025

Official Public Accounts Committee Transcript

ital investment plan may change every four years.
With the change to the budget where we are looking
to modernise it, and go to a four-year budget period, it
would be an easy fit to say we can do a four-year plan
that would be relatively straightforward; but | believe
the intention behind this is a much longer one.

Something that would allow us to provide a
long-term capital investment plan would be a country
plan, which we do not have. | personally think it would
be beneficial to have whether it is considered biparti-
san or by the population itself to say we want these
specific things delivered in the longer term, but a
country plan is what is needed, | think, in order to put
together a reasonable and deliverable long-term capi-
tal investment plan simply because it is something you
know that the population wants so you would have
specific things like infrastructure, schools that every-
one is going to aim to deliver no matter who the peo-
ple in Cabinet at the time.

| believe a country plan is needed to put to-
gether a long-term capital investment plan, but the
Ministry of Finance is happy to take the lead on this as
much as we can and comply with what is stated in
paragraph 82 of the original report; and as much as
we can, we would like to include it into the budget
modernisation. | see there would be benefits in the
four-year budget at that point, specifically because we
would actually have a specific plan for four years
where we would be doing our capital investment. |
know that is only considered medium-term really, but
it does give us a good start towards making that long-
er term.

Again, if the Cayman Islands government or
the Cayman Islands could get a country plan [that]
would really be where we would start to see benefits.
Things like ISWMS [Integrated Solid Waste Manage-
ment System] for example. We worked on that proba-
bly for the better part of 10 years, and then we didn't
move forward with it at some point. If we had a clear
plan that everyone agreed on, then we would know up
front whether we can afford it—which is one of the
issues with ISWMS, those kind of things; and we
would be able to put that into a plan to move forward;
but | think a country plan is necessary for an effective
long-term capital investment plan.

Hon. G. Wayne Panton: Mr. Chair, thank you very
much, and thank the members of the Financial Secre-
tary’s team and the members of the Auditor General’'s
Office. Appreciate it very much.

The Chairman: Well, ladies and gentlemen, that
brings us to the end of today’s hearing. It has been a
marathon session, | have to say. | think it is certainly
the longest one that | have attended or led as well, but
we got through it.

| am going to draw our meeting to a close.
Thank you all for attending and for persevering
throughout the day. We do have an administrative

meeting that we need to discuss, so | will just cut
things off at this point in time.
Thank you all.

The Committee adjourned at 5:14pm.
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PARLIAMENT OF THE CAYMAN ISLANDS
STANDING PUBLIC ACCOUNTS COMMITTEE

MINUTES
Administrative Meeting
2025-2029 Term
Thursday, 2°¢ October, 2025 | 2:00 p.m. — 3:00 p.m.

PAC Members Present:
Mr. Roy M. McTaggart, JP, MP — Chairman
Mrs. Julie J.T. Hunter, JP, MP — Member
Hon. Kenneth V. Bryan, JP, MP — Mewber
Mr. A. Royston Tatum, Cert. Hon., MP — Menzber
Mr. Christopher S. Saunders, MP — Member

Apologies:  Hon. G. Wayne Panton, JP, MP — Menber
PAC Clerk:  Ms. Tishel McLean — Procedural Clerk
Attendees:  Mr. Patrick Smith — Auwuditor General, Office of the Auditor General, (OAG)

Mr. Winston Sobers — Deputy Auditor General (Financial Audit), (0OAG)

1. Meeting to Order

There being a quorum present, the Chairman called the meeting to order at 2:10 p.m.

2. Apologies

Hon. Panton extended his apologies as he is Acting as Minister of Financial Services and
Commerce and is unable to attend.



Public Accounts Committee Administrative Meeting — Thursday, 27 October, 2025

3. Approval of Minutes

3.71. 28® August 2025 (Administrative Meeting): The Committee reviewed and discussed the

minutes. The minutes were approved on a motion by Mr. Christopher Saunders and
seconded by Hon. Kenneth Bryan.

3.2. 4" September 2025 (Hearing): The Committee reviewed and discussed the minutes, noting
minor grammatical revisions. Pending these minor revisions, the minutes were approved
on a motion by Hon. Kenneth Bryan and seconded by Mr. A. Royston Tatum.

4. Matters Arising from Minutes

4.1. 28th August 2025 (Administrative Meeting): None.
4.2. 4™ September 2025 (Hearing): Hon. Bryan requested clarification on the undertakings listed

in section 2(if). The Committee Clerk confirmed that the witness, Hon. Franz Manderson,

reviewed and accepted the undertakings as stated.

5. Approval of Auditor General’s Invoices

5.1. Invoice #208258: Members of the Committee questioned the Auditor General on the invoice.
The Committee approved both invoices on a motion by Hon. Kenneth Bryan and
seconded by Mr. Christopher Saunders. The Chairman signed the invoice and provided
the original copy to the Committee Clerk.

6. Auditor General’s Report(s)

6.1. “Financial Reporting of the Cayman Islands Government: General Report on the Results of
the 2024 Financial Audits 31 December 2024 (October 2025)”

The Auditor General briefed the Committee on the report, noting the key matters.

The Chair informed the Auditor General of a discrepancy in the numerical values presented
in the last row of Exhibit 48 on page 80 of the report. The Auditor General thanked the Chair
for the observation and advised that his office would revise the report accordingly and
provide an updated copy to the Committee Clerk to be sent to all PAC Members.

The Committee agreed to hold a hearing on the report with the following witnesses:
1. CEO and CFO of the Ministry of District Administration and Home Affairs
i.  CEO and CFO of the Ministry of Education and Training
iii.  CEO and CFO of the Ministry of Health, Environment and Sustainability
iv.  CEO and CFO of the Cayman Islands Health Services Authority (HSA)
v.  Deputy Governor, Office of the Deputy Governor
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The Committee agreed for the hearing to be held on the 4™ December, 2025, starting at 10:00
a.m. with a one-hour lunch break. A briefing would be held with the PAC Members and the
Auditor General at 9:00 a.m. prior to the hearing.

7. Auditor General’s Update

7.1. OAG Quarterly Report: Q2 2025 (30 June 2025):

The Auditor General briefed the Committee on the report.

The Auditor General committed to providing the Committee Clerk with the list of seven (7)
entities with outstanding 2024 audits, which the Clerk will then circulate to all PAC Members.
Discussion ensued.

8. Any Other Business

None.

9. PAC Report

9.1. The Chair advised the committee will review and discuss the PAC report on the OAG report,
“Financial Reporting of the Cayman Islands Government: General Report on the Results of the 2024
Financial Audits 31 December 2024 (October 2025)”, at the next scheduled admin. meeting.

10. Scheduling of Next Meetings:

o The next Administrative Meeting was scheduled for Thursday, 27" November, 2025 at 10:00
a.m.

o The next Hearing was scheduled for Thursday, 4™ December, 2025 starting at 10:00 a.m.
that will include a briefing on the following Auditor General’s Report:

“Financial Reporting of the Cayman Islands Government: General Report on the Results of the 2024 Financial
Audits 31 December 2024 (October 2025)”

11. Adjournment

There being no further business, the Chairman thanked the Committee Members, the Auditor
General, the Deputy Auditor General, and the Committee Clerk, and adjourned the meeting at 3:44

p.m.

Approved by Round Robin on 1%t December, 2025.
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Parliament of the Cayman Islands

THE STANDING PUBLIC ACCOUNTS COMMITTEE

Round Robin

1t December, 2025

We, the Members of the Standing Public Accounts Committee, hereby approve the following
Minutes of the Standing Public Accounts Committee:

e Thursday, 2™ October, 2025 (Administrative Meeting)

Signed on 1* December, 2025

Mr. Roy M. McTaggart, JP, MP Mzr. A Rosyton Tatum, Cert. Hon., MP
Chairman Member

Mrs. Julie J.T. Hunter, JP, MP Hon. G. Wayne Panton, JP, MP
Member Member

Hon. Kenneth V. Bryan, JP, MP Mr. Christopher S. Saunders, MP

Member Member
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