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CHAIRMAN'’S MESSAGE

On behalf of the Board of the Water Authority — Cayman, | am
pleased to present the 2019 Annual Report.

This Annual Report outlines the performance of the Water Authority
during the 2019 fiscal year and compares it to the planned
performance documented in the Ownership Agreement for the
Authority, or as amended through the supplementary appropriation
process, and also against prior year performance. The requirement
for an Annual Report is prescribed under section 52 of the Public
Management and Finance Law (2013 Revision) (PMFL).

The annual report also highlights the key strategic goals of the
organisation, the achievements throughout the year as well as plans
for the upcoming financial period.

The Cayman Islands continues to grow and develop, and the Water
Authority continues to meet the challenges of this economic growth,
keeping our mission in mind — providing the people of the Cayman
Islands with reliable potable water. As you will see in this report, the
Authority is also looking to the future, with plans for extensive
expansion which will allow the Authority to continue to keep pace
with demand for years to come.

We are incredibly proud of the community-minded spirit of the
Authority’s employees who continue to give back, raising money for
a variety of local charities through the annual Project Angel Tree,
dress down days and other volunteer efforts.

| would like to sincerely thank all Water Authority Board Members
and, on behalf of the Board, to thank each and every staff member of
the Water Authority for their continued hard work and organisational
commitment. Thank you for helping to make 2019 another successful
year!

Kearney Gomez, MBE, JP
Water Authority Board Chair



DIRECTOR’S MESSAGE

As Director of the Water Authority since 2000, it has been an
honour to lead an organisation that has been an integral part of
the development of the Cayman Islands. | am pleased to present
the 2019 Annual Report on behalf of the Authority’s management
team and staff.

WATER & WASTEWATER OPERATIONS

Over the past year, the Authority’s water and wastewater
operations have continued to expand in both Grand Cayman and
Cayman Brac. The Piped Water Expansion Project continues to
break ground in Cayman Brac, and at the end of 2019, we have364
active customers in the Brac.

The Authority undertook several infrastructure upgrades
and new works in 2019 including the installation of over 1,000 ft
of new pipeline along the new Olympic Way Connector and
pipeline extension along High Rock Drive leading up to the
proposed mental health facility.

SUCCESSFUL LABORATORY AUDIT

| am pleased to note that this Annual Report highlights the
dedication of our Laboratory Manager, Ms Marcela Martinez-
Ebanks, and her team who have once again achieved a successful
audit under the American Association of Laboratory
Accreditation. The Laboratory’s accreditation also expanded its
scope of testing parameter.

The Laboratory has successfully maintained its
international accreditation since 2002.

COMMUNITY SPIRIT

The Water Authority continues to be an example of
corporate citizenship, with staff coming together to support our
local community.
The Authority’s Social Committee spearheaded many events
including an Earth Day Clean-Up, a Literacy Day Book Drive and
several charity dress-down days and walk/runs.




The Social Committee also organised many social events and
activities to build fellowship and camaraderie among Authority staff.

AN EYE ON THE FUTURE

The Cayman Islands continues to develop at a rapid pace, and
the Authority has continued to keep pace with development, providing
reliable, affordable water and wastewater services to our customers
and protect local groundwater resources, all while delivering steady
returns on investment.

AUTHORITY IS
BUILDING FOR
THE FUTURE.

To ensure the Authority continues to meet its mission in the
years to come, the Authority is hard at work to expand capital assets
over the next ten years. Some key projects the Authority is working
towards include a purpose-built expanded laboratory, extending the
Authority’s Administration Building to meet the needs of a growing
staff, the development of the Bluff Water Works in Cayman Brac, and
providing piped water service to Little Cayman.

While these are big, complex goals, | am confident that with
the continued hard work of the Authority’s staff, the dedication of the
Authority’s Board and management team and the support of the
Ministry of Education, Youth, Sports, Agriculture and Lands, | am
confident these goals can be achieved.

Dr. Gelia Frederick-van Genderen, Cert Hon

Water Authority Director
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MISSION STATEMENT

The Authority’s mission is:
° To ensure that the entire population of the
Cayman Islands has access to a pure, wholesome
and affordable supply of potable water.
e To protect and develop groundwater
resources for the benefit of present and future
populations of these islands.
eTo provide for the collection, treatment and
disposal of sewerage in a manner that is safe,
efficient and affordable.
e To operate in such a manner as to be
financially self-sufficient while contributing to the economy of these
islands and achieving a reasonable and acceptable return on capital
investments.
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GOVERNANCE

e The Authority is a statutory authority that falls under the portfolio of the
Ministry of Education, Youth, Sports, Agriculture & Lands (EYSAL).

e Asof 31 December 2019, the minister responsible for that portfolio is the
Honourable Juliana O’Connor-Connolly, JP.

e The Authority’s operations are governed by the Water Authority Law
(2018 Revision), the Water Authority Regulations (2018 Revision), the
Wastewater Collections and Treatment Law (2018 Revision), and the
Water (Production and Supply) Law (2018 Revision).

e The Authority operates under the guidance of a Cabinet-appointed Board.

e The Utility Regulation and Competition Office (OfReg) is the regulator of
the water and wastewater sector.

e The Public Authorities Law.

e The Procurement Law.




SCOPE OF ACTIVITIES

The Water Authority of the Cayman Islands (the Authority) is a statutory body,
wholly owned by the Government of the Cayman Islands (the “Government”),
established on 01 January 1990, under the Water Authority Law (Law 18 of 1982),
as amended.

The Authority is principally engaged in the management of water supply and
sanitation affairs of the Caymans Islands including the provision of public water
supplies, sewerage systems and the management, development and protection of
water resources.

The Authority has a dynamic 10 Year Development Plan to predict and plan for
expected growth and development. This plan is designed to allow for modifications
to suit the changing needs of the islands.

MANAGEMENT DISCUSSION & ANALYSIS

INTRODUCTION

2019 was another successful year for the Authority, most notably 2019 was
highlighted with the final loan payment paid in June 2019. The Authority continues
to be a fiscal responsible and a financially independent government entity serving
over 18,900 water customers across Grand Cayman and Cayman Brac, and over 450
wastewater services in Grand Cayman. The Authority paid a $250,000 dividend
(2018 - $250,000) to the Cayman Islands Government during the 2019 year.

FINANCIAL PERFORMANCE

Through prudent financial management and stringent expense tracking the
Authority has been able to, without the assistance of outside financial institutions
or government financial support fund all operations and capital projects with
internal cash reserves.




While the Government issued Moratorium on borrowing is still in place, the
Authority successfully paid off all outstanding loans in June of 2019 and as at 31
December 2019 has no loans outstanding.

RATE ADJUSTMENT

Effective 1 July 2019, the Authority’s base rates increased by 1.46% which was
approved by OfReg, the regulator of the Energy & Utilities Sector. Despite the
increase, a gallon of tap water still costs less than $0.04, almost 98% cheaper than
the price of bottled water. The rate adjustment places the Authority in a position
to continue investing in the water and wastewater infrastructure; a necessary
investment with respect the continued growth and development of the islands.

RESULTS FROM OPERATIONS

The primary revenue sources for the Authority remain unchanged with sales from
potable water topping the list at 80.5% of total revenue with Sewerage Fees coming
in second at 13.1% of total revenue. The remaining 6.4% consists of septage
disposal, royalties and miscellaneous.

The Authority has maintained a strong cash flow and under Board direction cash
reserved for future capital projects are placed in a term deposit with the Cayman
Islands Treasury department to earn interest. In 2019 $455,000 was earned in
deposit interest with rates varying between 1.65% and 3.00% depending on value
and term.




REVENUE - in Millions

ACCOUNTING POLICIES
Under the guidance of IAS 16 and in consultation with the Office of the Auditor

General (OAG) and KPMG the Authority formally adopted the IAS 16 reporting
requirements in the 31 December 2019 financial statements and reclassified the
majority of inventory from a current asset to Property Plant and Equipment (PP&E).

IFRS 16 was also formally adopted for the 31 December 2019 reporting which
provides guidance on how to account for long term leases, where-by the present
value of the lease is calculated, using a discount rate as prescribed by the Financial
Secretary (4.75%) as at 31 December 2019. Both of these modified presentations
are reflected in the Financial Statements in the appendix to this report.

Budget: The Authority submitted the 2020/2021 budget in May 2019 and
conservatively forecasted the 2019 net income would be $2.9 million, however the
audited financial statements in the appendix clearly reflect that the Authority
ended its financial year with a comprehensive net income of $2.4 million.
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PRIORITIES & ACHIEVEMENTS

The achievement of the strategic goals below is essential to the Authority’s ability
to continue to serve its water and sewerage customers to a high standard of
service. Over the past fiscal year, the Authority has continued to make great strides
towards the accomplishment of these strategic priority areas:

GOAL 3: WATER
DISTRIBUTION EXTENSION
AND BLUFF WATER WORKS

GOAL 1: MAINTAIN
ADEQUATE
INFRASTRUCTURE TO
OPERATE EFFICIENTLY

GOAL 4: IMPROVE GOAL 5: PROVIDE POTABLE

INTEGRITY OF THE EXISTING WATER TO LITTLE CAYMAN
WASTEWATER COLLECTION

SYSTEM AND FUTURE
EXTENSIONS




GOAL 1: MAINTAIN ADEQUATE INFRASTRUCTURE TO OPERATE EFFICIENTLY

This year, the Authority completed several pipeline upgrades and extensions to
maintain operational efficiency and accommodate future development.

OWEN ROBERTS
DRIVE

MACLENDON
DRIVE

OLYMPIC WAY

In January 2019 Water Authority crews completed the
ongoing pipeline upgrade along Owen Roberts Drive,
between Cayman Airways and Dorcy Drive. The 6-inch
pipeline as upgraded to the 12-inch pipe.

Pipelaying work was done to install a 12-inch water main
in Maclendon Drive, rather than along Dorcy Drive to
ensure that there are two, independent water mains from
the Authority’s main water distribution pumping station
to the water distribution to improve service reliability.
Work began mid-April and was completed in June.

In mid-June, the New Works team began work on
Olympic Way to install approximately 1,100 ft of 12-inch
pipe along the soon to be constructed Olympic Way
Connector, between the University College of the Cayman
Islands and Walker’s Road. The installation was
completed on 26 July.




MELMAC AVENUE Following a series of leaks in the area, a decision made to
replace the pipeline on Melmac Avenue. The Operations
WS team completed the replacement of the 6-inch
diameter pipeline along Melmac Ave in March.

BUTTERFLY CIRCLE In July infrastructure upgrade works commenced at
Butterfly Circle, off Hirst Road. The project comprised the

replacement of just over 3,000 ft of 3-inch pipe with 4-
inch and 6-inch pipe. The original pipeline was installed
more than 25 years ago, and the upgrade was necessary
to accommodate the anticipated development in the area
better. Work was completed, and all customers were
connected to the new pipeline in October.

Water Authority staff worked alongside Florida
Aquastore to carry out preventative maintenance and
g minor repairs at the Red Gate Reservoir #2 and North

& Side Reservoir #1, in April and May respectively with
both reservoirs restored to service.
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In July the Red Bay Booster Pump Station was refurbished as the pump skid, which
supported the pumps, valves and pipework, had corroded. Operations removed the
steel skid and replaced it with concrete support structures, ensuring that this pump
station will continue to operate reliably for years to come.

On 11 August Operations installed a vault at the intersection of Poindexter Road
and Shamrock Road, which will house a District Meter Area (DMA) meter. Another
DMA meter and vault was installed at the intersection of Agricola Road and
Shamrock Road on 25 August. There is now a total of four DMA water meters
installed, creating four distinct zones, where the net inflow can be compared
against water sales and thus potential problem areas isolated and identified. This
information is essential to reduce the amount of “lost” (non-revenue) water.

THE AUTHORITY’S
OPERATIONS TEAM

INSTALLS A DISTRICT METER.




GOAL 2: MAINTAIN WATER PRODUCTION, CAPACITY, DISTRIBUTION & STORAGE

LI L LA L U T L L L L S U

In anticipation of the construction of two
additional water storage tanks at the
North Side Water Works, approximately
2.5 acres were cleared at the site by Icon
Heavy Equipment. The clearing of the site
was completed in March. In July the
Authority put out a tender seeking a
heavy equipment company to carry out
earthworks at the site. The works
comprised of rock excavation, necessary
to lower high spots to the final elevation
and the installation and proper
compaction of Imported Granulate Fill

necessary to fill the area to the ultimate elevation (approx. 3,500 cubic yard). KP

Heavy Equipment Ltd. was awarded
the contract and began work in late
August, finishing in November.

On 15 March following a competitive
tendering procedure the contract for

the replacement of the Red Gate RO |

Building Roof at the Red Gate Water
Works was awarded to Campbell
Welding & Construction Services Ltd.
Work commenced on 7 May and was
completed on 22 May. The works
comprised the replacement of the
entire roof surface, approximately
2,400 square feet.




GOAL 3: WATER DISTRIBUTION EXTENSION AND BLUFF WATER WORKS

Throughout 2019 the Authority continued its mandate to extend the public water
supply in Cayman Brac.

Works to upgrade the 6-inch
pipeline, to 8-inch pipes, on
Cross Road, between the
West End Water Works and
the intersection with the West
End Road was scheduled to
begin in April. However, the
project was delayed by
several weeks due to
equipment issues with the
Vermeer trencher. Once
repair works were completed,
work resumed on the project
in June and was completed in
November. Work
simultaneously commenced on the upgrade of the suction pipework at the West
End Water Works from a 3-inch pipe to 6-inch pipe.

Other works that took place in 2019 include the installation of over 1,000 ft of 4-
inch pipe in Georgiana Drive. This work completed the ongoing upgrade/repair
work of the pipeline on West End Road (West).

Work resumed on the side roads east of Faith Hospital, with more than 1,250 ft of
4-inch pipeline installed. The Authority also relayed pipes in Faith Hospital access
road due to construction at the hospital being too close to the water mains.

It is expected that the Authority will be entering the Spot Bay area in the first
quarter of 2021.




As a continued incentive for Cayman Brac residents, the Board agreed at the 303"
meeting to continue to waive the installation fee for two years, from 1 January
2020- 31 December 2021. The total number of piped water customers increased
from 329 in
December 2018
to 364 at the end
of December
2019, an increase
of 11%.

In 2018 only two
local tenders
were received for
the Exploratory
Drilling Contract
at the Cayman
Brac Bluff Site and
on Little Cayman.

Both tenders
came in 90-315% P e
higher than Tlad s

initially _

estimated. The Authority directly contacted well-drilling companies in Florida to
determine their interest in the work, as well as companies in Jamaica and the
Bahamas. The previously issued tender documents for the Exploratory Drilling
Contract was slightly modified and sent to two US-based well drillers who had
previously expressed an interest in carrying out the work; however, neither
company responded. The Authority is considering its options as this work is critical
for the design of the abstraction and disposal wells for the future Reverse Osmosis
plant at the Cayman Brac Water Works.




GOAL 4: IMPROVE INTEGRITY OF THE EXISTING WASTEWATER COLLECTION
SYSTEM AND FUTURE EXTENSIONS

In February work commenced repairing the severely leaking 8-inch sewer pipeline

j on Lawrence Boulevard. The entire section
was replaced with 8-inch HDPE pipe
installed using pipe bursting.

The New Works Crew excavated for and
installed new electrical conduits at the
Wastewater Treatment Plant, between the
Control Building and the SBR Cluster. The
previous conduits were installed in 2003
and were prone to becoming submerged
with  groundwater, causing frequent
electrical issues. The new conduits were

installed at a higher elevation.

GOAL 5: PROVIDE POTABLE WATER TO LITTLE CAYMAN

The Authority has been in discussion with the Ministry of Education, Youth, Sport,
Agriculture and Lands to identify a suitable location for the future Water Authority
Water Works in Little Cayman. In reviewing options, the Authority suggested a
section of approximately 3- 4 acres of Crown Property along Spot Bay Road. The
Ministry has indicated that it will prepare a Cabinet paper seeking approval to
subdivide the Parcel to be vested in the Authority. The Ministry contacted the
Department of Environment (DOE) for the National Conservation Council’s
comments. The DOE noted it had no objection to the intended use of the site
provided that the proposed test well indicates that the plant will operate as the
Authority anticipates, with the abstraction and disposal wells having no
hydrological link to the Booby Pond protected area located to the south.




OTHER ACHIEVEMENTS:

The bid/tender to operate the Authority-owned North Side desalination plant was
issued to three companies that had expressed an interest by responding to the
notice in the Water Desalination Report on 17 September 2018. A mandatory pre-
tender conference, with a tour of the SWRO plant, was held on 5 February 2019 to
provide prospective tenderers with adequate information to prepare their tender.
On 9 April the Authority received confirmation that the Public Procurement
Committee had considered the evaluation report of the Operating contract for the
Sea Water Reverse Osmosis Plant at the North Side Water Works and had voted to
accept the recommendation to award this contract to Ocean Conversion (Cayman)
Ltd (OCL). The Water Authority Board approved the Ocean Conversion (Cayman)
LTD operating Agreement for the North Side Reverse Osmosis Plant on 17 April
2019. The operating agreement came into effect on 1 July 2019.

AMETERREADER "4 5 B dae’e o\ ol G In April the Authority’s Meter
UTILISES THE NEW e 4 e ' .
SMPT LR, . 4 3 Readers started meter reading

SMARTPHONE e Tae? 2 & on a new SMPT smartphone
SYSTEM. 2 A A 3

system. The benefits of the
new system include GPS
recording when readings are
entered, therefore ensuring
that Meter Reader is at the
correct location. Fail audits
high or low require the Meter
Readers to take a picture of the
reading, reducing the need for
a truck roll if there is a query at
the time of billing.
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On 3 May the Authority hosted the Cogsdale Caribbean Regional User Group
meeting. The all-day session covered several topics including general information
on Cogsdale and their focus; product road maps and upcoming features; tips and
tricks; most importantly networking with other utilities. The event was well
attended by Water Authority staff, Cayman Water Company staff and several
persons from the region.

THE AUTHORITY HOSTS
THE COGSDALE
REGIONAL USER GROUP
MEETING
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LOOKING AHEAD: FUTURE PROJECTS

The Authority maintains a 10-year Capital Development & Maintenance plan which identifies and
prioritises the capital assets and financial resources required over the next ten years for the
Water Authority of the Cayman Islands to successfully carry out its statutory mission to provide
water and wastewater infrastructure and management of groundwater resources at a reasonable
cost; to improve quality of life; to promote growth and development; and to do this all at no cost
to the Cayman Islands Government.

GOAL 1: Maintain Water Production
Capacity, Distribution and Storage to
Ensure Distribution Reliability

Grand Cayman

Construct two 3-million-gallon water
storage tank to accommodate expected
growth.

Expand the capacity of the existing
booster station and an additional station
for the water distribution system.

Additional RO Plants to accommodate
expected growth within the distribution
system, improve operational reliability
and flexibility of distribution system and
maintain consistent pressure.
Acquisition of crown land to develop a
water storage and re-pumping facility.




GOAL 3: Water Distribution
Extension and Water Works Facility

Cayman Brac

Cayman Brac Extension Project
- Phase llI. Install 8-inch pipe
along the north coast to Spot
Bay. extend the existing
distribution system an additional
28,000 ft. providing piped water
to nearly 400 residents.

2020/2021

Bluff Water Works (BW/\X/)
Infrastructure —-New
infrastructure to accommodate
the installation of two additional
water storage tanks,
construction for pumping station
to treat and distribute water
from the BW/\X/.

y

GOAL 4: Improve the Integrity of
Existing Collection System and
Future Expansions

Grand Cayman

2020/2021

Design and construction of
\Wastewater Treatment Plant -
Phase Il to expand current
treatment facility to
accommodate the growth within
the catchment area and to be
ready for any future collection
system additions

2021 & Beyond

Sewerage System Extensions.
Replace existing privately-owned
sewerage systems and install
new extension to connect
residents to the wastewater
collection system to ensure
proper treatment of wastewater
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REGULATORY & STATUTORY

Following another successful audit by the American Association for Laboratory
Accreditation (A2LA) in September 2019, the Water Authority Laboratory’s
Accreditation has been extended through November 2021. The audit process
comprised of a rigorous review of the Laboratory’s testing produces quality control,
quality assurance, records, risk management and staffing competency. This
accreditation ensures that the Laboratory meets the A2LA’s ISO 17025:2017
accreditation standard.

e e =" amn /4
7% [ACCREDITED)

A2LA Certificate No. 1931.01

The 17025 ISO accreditation standard was revised in 2017 and focuses on
technology developments. The standard emphasises staff competency and is more
aligned with Authority current global trends in the management and leadership of
human capital; moving the Laboratory away from linear management to a more
agile structure for managing processes and resources.

The Laboratory’s accreditation was expanded to ensure reliable testing of
corrosion-related parameters in drinking water; specifically, iron, copper, lead and
zinc. Globally, public concern has grown regarding these parameters.
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While the Authority’s distribution network is primarily PVC, and there is no
historical use of lead pipes in the Cayman Islands, there is local use of metal fittings
internal copper piping, so the felt that it was prudent to add these parameters to
its scope of accreditation.

The Laboratory is also now accredited to test hydrogen sulphide in the air. The A2LA
accreditation was approved until 30 November 2021, following which the Authority
will undergo another external audit to continue the accreditation.

In preparation of the design of the new
Water Authority Laboratory Water
Resources Engineer, Hendrik van
Genderen and Laboratory Manager
Marcela Martinez-Ebanks attended the
2019 annual LabDesign Conference in
Orlando, Florida, to gain insight into
designing the optimum Laboratory and
learn important factors to take into
consideration when the lab is being :
THE AUTHORITY’S
constructed. Mr van Genderen and Ms LABORATORY
. s MANAGER TOURS A
Martinez-Ebanks were able to learn FLORIDA
. . . . LABORATORY
from architects, engineers and scientist
who have become specialise in lab
design. A key focus of the conference was the evolution of the next generation of
labs, which features open space, flexibility and spaces for interaction between staff.

Later in the year Marcela and Jerry Banks travelled to tour laboratories in Florida
to see the practical application of laboratory design in action to better assist with
the future laboratory extension

32




The Authority has made great
strides raising the level of

THE AUTHORITY’S

ONSITE — " . ot education and operational
WASTEWATER { y

INSPECTOR HOSTS A~ = ¢ _ maintenance within the
TRAINING SESSION

WITH LOCAL s S b Cayman Islands, continuing its
SERVICE PROVIDERS : Gl e

Onsite Wastewater
Management Programme
(OWMP). Launched in 2017,
the program continues to
successfully train local service
providers. In 2019 a total of 41
professionals were certified
through the programme, using
the modified Small Wastewater
System training programme
from Sacramento State
University. As the development
boom continues, the Authority continues to keep the pace to certify more
individuals and has offered continuing education course to keep those already
certified, up to date.

The Authority is a member of the Environmental Advisory Board (EAB) for the
Integrated Solid Waste Management Project (ISWMS), a public/private partnership
between the Cayman Islands Government and DECCO to develop a new waste
management facility. The EAB held its first meeting on 14 May 2019 to discuss the
initial outline of the remediation options for the ISWMS project. The Environmental
Impact Assessment (EIA) process recommenced in October 2019, following the
submission of the revised draft of the Terms of Reference. In October 2019 the EAB
agreed that the proposed draft Terms of Reference met expectation and
requirements of the EAB.
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The Water
Authority is also
working with DART
to develop a joint
Hydrogen Sulphide
(H2S) monitoring
programme that
will ascertain the
source(s) of and
relative air quality
impacts in the area

around the

Authority’s _

Wastewater Plant,  §& i E A LABORATORY
the landfill and G =L N Conouema
Cayman : ‘ Il : : HYDROGEN SULPHIDE

READING
International

School. On 5
September 2019, a
trial run was carried out which confirmed that both parties H,S analysers provided
comparable results. The next steps will be to determine sample point locations, the
frequency of sampling and the duration of the joint monitoring programme.

The Authority is also a member of OfReg’s Fuel Standards Committee. The
Committee is tasked with the development of fuel standards for the Cayman
Islands. The Committee resumed meetings in June 2019

Additionally, the Authority continues to actively maintain its working relationship
with the Department of Environment (DOE) and the Department of Environmental
Health (DEH) to address ad hoc environmental concerns.
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OUR PEOPLE

At the end of the fiscal period, the Authority had a staff of 137 persons across a
total of six departments under the umbrella of the Executive Office: Engineering
and Operations, Human Resources, Customer Service, Finance, Information
Systems and Water Resources & Quality Control. There are 121 employees based
in Grand Cayman and 16 based in Cayman Brac.

SOCIAL COMMITTEE

The Authority’s Social Committee, which was established in 2018, aims to increase
the Authority’s participation in local community/wellness and athletic events; and
2019 was a year of growth and high activity for the Social Committee.

A total of ten staff members served on the Social Committee, with Graduate
Engineer Jodiann Jackson serving as the Chairperson.

The Social Committee was responsible for organising several charitable and
community events this year, including:

- A Literacy Day Book Drive, benefitting Literacy is for Everyone (LIFE);

- Seven (7) Charity Dress Down Day
benefiting numerous non-profit
organisations including  the
Cayman Islands Red Cross, the
Special Needs Foundation, and
Meals on Wheels;

- Eleven (11) Charity Walk/Runs
benefiting organisations such as

the Lions Club of Tropical Gardens, i L e

the Cayman Islands Crisis Centre e e 2019 PROJECT
] ANGEL TREE

and the Cayman Islands Cancer * FUNDRAISER

Society.
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Additionally, the Committee took over responsibility for organising the Authority’s
“Project Angel Tree” an annual staff-driven holiday fundraising initiative that
supports various charitable organisations. The 2019 Project Angel Tree supported
the Special Needs Foundation.

Throughout 2019 a total of $4,907 was raised by staff, through community events
organised by the Social Committee, which was matched by the Water Authority
Board for a total of $9,814.




The Social Committee not only focused on giving back to the Cayman community
but also organised several social events and activities to bring the Authority’s staff
together. Some of these events included:

- Summer Starter Social (a dominoes tournament held in conjunction with
Caribbean Utilities Company’s Social Club);

- Academy Football Cup Tournament;

- Summer Bash (a family fun day at the Seven Mile Public Beach);

- Burger Day;

- And DMS Corporate Cup.

COMMUNITY OUTREACH
GIVING BACK TO THE COMMUNITY

Supporting the Cayman community is
important to the Water Authority. The
Water Authority Board’s Sponsorship
Assessment Sub-Committee approved
a total of $41,000 in financial support
for several local charities, non-profits
and community initiatives. Some of
those organisations included Meal on
Wheel’s Orange You Glad Gala, Rotary
Central’s Annual Science Fair, and the
Lighthouse School’s Autism Awareness
Walk/Run.
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AGRICULTURE SHOW

THEPUBLICWAS ™  e—
In 2019 the Authority hosted EEUCAERCILES

WATER AT THE
a both at the Grand Cayman CELIEECHL

AT THE AGRICULTURE
Agriculture Show. Authority SHOW
staff answered questions :
from the community, shared
information about its
Summer Internship
Programme and served three
refreshing infused water
options, made with local
fruits and herbs for visitors to

try.

EARTH DAY CLEAN UP

As an annual sponsor of the Chamber
of Commerce’s island-wide Earth Day
Clean Up, several Water Authority
staff joined in to do their part to keep
P : the Cayman Islands’ natural

* Lﬁf‘b» Fhn' ”f?ﬁmﬂ # environment healthy and pristine. A
. ‘ team of 20 staff members and their
' : ‘ y : family, focused its efforts on
" ~ M e Spotter’'s Way in East End and
‘&‘i ~ AUTHORITY STAFF collected over 50 bags of garbage in

PARTICIPATES IN h di
THE EARTH DAY the surrounding areas.

CLEAN UP

‘,*'
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HURRICANE IVAN REMEMBRANCE

- The Authority commemorated the 15th
MEMBERS OF THE ; anniversary of Hurricane Ivan by hosting a
PUBLIC VIEW THE .

Jutormrs R customer event that provided the opportunity

Exuir AN Ao : to reflect on the lessons learnt following the
' hurricane and focus on efforts that have been
and continue to be made to strengthen the
Authority’s infrastructure and resiliency. The
event featured an exhibit that highlighted the
impact of the storm. Additionally, visitors were
able to gain important hurricane preparedness

information.

WAC REPRESENTED AROUND THE WORLD

During the 2019 period, the Water Authority was represented at various
conferences and leadership programmes around the world.

In April 2019, Dr Gelia Frederick-van Genderen attended the Global Water Summit

in London, England. The theme of the summit was 535

“Disruptive Design.” Dr Frederick-van Genderen - THEAUTHORITYS
also participated in the Stockholm International i oL e

GLOBAL WATER
SUMMIT IN

Water Institute’s (SIWI) annual World Water Week . LONDON.
conference in August 2019, in Stockholm, Sweden. < o Rk g
The theme of the conference focuses on a range of
research and development topics within and
around water, that support decision-makers
around the world. The theme of the 2019
conference was “Water for Society: Including all.”
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The conference focused on how regional water utilities are working to mitigate the
effects of climate change. Both men were able to network with and learn from
regional peers.

In October Customer Service Manager Joanna Welcome-Martinez, Financial
Controller Lori Bergstrom, Applications &
APPLICATIONS & o o
NETWORK SPECIALIST . Network Support Specialist Ruth Bodden
DESIGNATE KRISTINA . .
POWELL ATTENDS THE w ! and Applications & Network Support
HARRIS CUSTOMER [ .- . "
TRAINING CONFERENCE Specialist Designate Kristina Powell took
\ ' part in the Harris Customer Training
Conference in Denver, Colorado, USA. The
4 ﬁ? conference offered the opportunity to

3 S
7, & = learn about the Ilatest features and

PN
£ d gy

HARRIS HERDES = - updates in customer service software and

B learn how to maximise these for the

Authority’s operations. Participants were

also able to network with other water providers from the region and share best

practices.

CHAIRMAN’S AWARD RECIPIENTS

The Chairman’s Award is a prestigious award given on an annual basis to an
employee, or group of team members who have shown exemplary service,
nominated by the Senior Management Team and approved by the Chairman. In
2019 two employees were honoured with the award: Quality Assurance Inspector
George Forrester and Engineer-Water Production Ahmed Elsheshtawy, PE.

Mr Forrester was nominated for his dedication and exemplary performance. He
was praised for his conscientious attitude, his ability to meet the challenges of his
role, his professionalism when working with customers, and his courteous spirit.
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Mr Elsheshtawy was nominated for achieving his Professional Engineering (PE)
license, from the Texas Board of Professional Engineers and Land Surveyors this
year. Mr Elsheshtawy has also been involved and contributes significantly in the
Authority’s careers presentation and tour and is an active member of the
Authority’s Social Committee.

1y
f 4 AHMED ELSHESHTAWY AND
GEORGE FORRESTER WITH
THE AUTHORITY’S
CHAIRMAN KEARNY GOMEZ
(CENTER) AFTER RECEIVING
THE CHAIRMAN’S AWARD

PATERNITY LEAVE

In 2019 the Water Authority adopted a Paternity Leave Policy. The policy allows a
male employee, who has completed at least 12 months of continuous service, to
have two working weeks of paternity leave surrounding the birth or adoption of a
child. If the employee has less than one year of service, the number of days will be
prorated. As the Labour Law does not address Paternity Leave, the Authority used
the Cayman Islands Government Personnel Regulations (2019 Revisions) as a guide
in developing its policy.
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EDUCATIONAL OUTREACH

The Authority continued to demonstrate its commitment to local education
throughout the 2019 fiscal year through a series of initiatives, including its Annual
$30,000 Scholarship, its Summer Work

(L-R) KALED GIRON

T e Experience Programme, and its Educational
ARE THE 2019
SCHOLARSHIP
RECIPIENTS

Tour Programme.

In October 2019, the Authority announced
that for the first time, it would award its
Annual $30,000 Scholarship to two recipients.
The 2019/2020 award recipients are
Alexander Elias and Kaled Giron. Mr Elias is a
graduate of Cayman Prep & High School and is
pursuing a degree in Applied Computer
Science at Dalhousie University. Mr Giron is a
graduate of Joh Gray High School and earned his Associates of Science in Computer
Science from the University College of the Cayman Islands. He is pursuing a degree
in Information Technology at Florida International University.

The Water Authority family grew with the return of two of its scholarship
recipients, Kristina Powell and Chynna ;
Retumban.

Ms Powell was the Authority’s 2016/2017
scholarship recipient. She earned a
Bachelor of Science in Management
Information Systems from the University of ‘

Tampa. She joined the Authority as a full- — e
time employee in January of 2019 as an e o e
Applications & Network Support Specialist |

(Designate) with the Information Systems Department.

THE AUTHORITY

g




and a Master of Science in Green & Sustainable Chemistry from the University of
Nottingham. She joined the Authority full time in March of 2019 as a Laboratory
Technician Il and later promoted to Laboratory Technologist in September 2019
with the Water Resource & Quality Control Department.

In addition to welcoming back its two scholarship
f{gﬁ%ﬁ%ﬁ? recipients, the Authority also celebrate the
e achievements of its Senior Development Control
Technologist, Kodie Scott. Mr Scott completed his
Master of Science in Public Health (Global Health) in
December 2018 with the support of an educational

sponsorship from the Authority.

The Authority also welcomed twenty-one interns
into its annual Summer Work Experience
Programme this year. The programme enables students to gain hands-on
experience working in a professional environment while introducing them to a
variety of careers available in the water and wastewater sector.

| INISLANDS WATER AUTHOR

HEADQUARTERS

THE AUTHORITY
WELCOMED TWENTY-
ONE INTERNS FOR ITS
2019 SUMMER WORK

EXPERIENCE
PROGRAMME
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Representing a variety of educational backgrounds and career aspirations, the
interns worked across the Authority’s various departments, including Water
Resources & Quality Control, Engineering Services, Operations, Information
Systems, Finance, Customer Service and Human Resources. One of this year’s
interns is the current Scholarship Recipients Lisaida Swaby-Oliva.

The Authority’s Educational Tour Programme continues to be a success with local
schools and educators. This year, the Authority welcomed a total of six school
groups to its facilities, including the University College of the Cayman Islands
Nursing School and participants of Passport 2 Success.

In 2019 the Authority
took part in the
Cayman Islands
Further Education
Centre (CIFEC) Careers
Fair to promote the
Authority’s Annual
Scholarship and Work

Experience

programme, as well as

share information

about the career 3

opportunities available : va:':;IEchI./\\l':'::?NR'Il‘T:E

within the water and 2°19°'FFEAC|:AREERS
wastewater industry.

The Authority also
participated in CIFEC's
annual mock interview programme which aims to gauge student’s workplace
readiness and provide students with advice on how they can better prepare
themselves for the workforce.
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Water Authority of the Cayman Islands
STATEMENT OF RESPONSIBILITY FOR FINANCIAL STATEMENTS
31 December 2019

These financial statements have been prepared by the Water Authority of the Cayman Islands in accordance
with the provisions of the Public Management and Finance Law (2018 Revision) and reference to Section [7(1)
of the Water Authority Law (2018 Revision). The financial statements comply with International Financial
Reporting Standards.

We accept responsibility for the accuracy and integrity of the financial information in these financial statements
and their compliance with the Public Management and Finance Law (2018 Revition).

As Chairman, Director and Financtal Controller, we are respansible for establishing, and have established and
maintained, a system of internal controls designed to provide reasonable assurance that the transactions
recorded in the financial statements are muthonised by law, and properly record the financial transactions of the
Water Authority of the Cayman Islands.

As Chairman, Director and Financial Controller, we are responsible for the preparation of the Water Authority
of the Cayman Islands’ financial statements and for the judgements made in them.

The financial statements present fairly the statement of financial position, statement of compeehensive income,
statemeat of changes in sharcholder's equity, and statement of cash flows as at und for the year ended 31
December 2019.

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

(a) complete and reliably reflect the financial transactions of the Water Authority of the Cayman Islands as
at and for the vear ended 31 December 2019;

(b) fairly reflect the financial position as at 31 December 2019 and comprehensive income as at and for the
year ended 31 December 2019; and

(¢) comply with International Financial Reporting Standards adopted by Intermational Accounting
Standards Board,

The Office of the Auditer General conducts an independent audit and jointly expresses an opinion on the
accompanying financial statements. The Office of the Auditor General and its agent have been provided access
to all the information necessary to conduct an andit in accordance with Intemational Standards on Auditing.

Mr. Kearney Gomez Dr, Gelia Frederick-van Genderen
Chairman o Director

Water Authority of the Cayman Islands Water Authority of the Cayman Islands
Ms. Lori Bergman ij«LﬁYY\W\ .

Financtal Controller

Water Authority of the Cayman fslands




Independent Auditors’ Report to the Shareholder and Members

Opinion

We have awdited the financial statements of The Water Authority of the Cayman Islands (the "Water Authority™),
which comprise the statement of financial position &s at 31 December 2018, the statements of comprehensive
income, changes in shareholder’s equity and cash flows for the year then ended, and notes, comprising significant
accounting policies and other explanatory information.

Im our opinion, the accompanying financial statements present fairy, in all matenal respects, the financial position of
thie Water Authority as at 31 December 2018 and its fimancial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (“IFRS").

We conducted our audit in accordance with Intermnational Standards on Auditing (I54As). Our responsibilities under
those standards are further described in the Audifors” Responsibilfies for the Awdit of the Financial Statementz
section of cur report. We are independent of the Water Authority in accordance with Intemational Ethics Standards
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requiremnents that are relevant to our audit of the financial statements in the Cayman Islands and we have fulfilled

our other ethical responsibilities in accordance with these requirements and the IESBA Code. \We belisve that the
audit evidence we hawve obtained is sufficient and appropriate to provide a basis for our opinion.

Restrictionz on Distribution or Lize
This report is prepared for and only for the Shareholder and Members of the Water Authority in accordance with the
terms of an engagement letter dated 5 Movember 2018, and for mo other purpose. We do not accept or assume any

liability or duty of care for any other purpose or to any other persan to whom this report is shown or into whose hands
it may come.

Emphaziz of Matter

As gutlined in note 14 of the financial statements, the Public Authorities Law (2020 revision), subsection 47 — Terms
and conditions and remuneration of staff, requires all Statutory Authorities to comply with its requirements to
standardise salaries and benefits by 1 June 2018, As at the date of this report the Water Authority was still in the
assessment phase with the Portfolio of the Civil Senvice to finalize the process and detemine the financial impact,
if any, on the financial statements. Cwur opinion is not modified in respect of this matter.

Responsibilifies of Management and Those Charged with Governance for the Financial Sfatements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRS, and for such intermal control as management determines is necessary to enable the preparation of financial
staternents that are free from maternal misstatement, whether due to fraud or emor.

In preparing the financial statements, managemsnt is responsible for assessing the Water Authority's ability to
continue as a going concemn, disclosing, as applicable, matters related to going concern and using the going concam
basis of accounting unless management either intends to liquidate the Water Authority or to cease operations, or
has mo realistic alternative but to do so.

Those charged with govemnance are responsible for owverseesing the Water Authority’s financial reporting process.



Independent Auditors’ Report to the Shareholder and Members (continued)

Auditors' Responsibililios for the Audit of the Financial Stafements

Our objeclives are to obtain able s about whether the financial statements as a whole ame free
from material misstatement, whether due to fraud or error, and 1o Issue an auditors’ report that includas our opinion.
Reasonable assurance is a high level of assurance, but Is not a guarantee that an aud conducled in accordance
with 1SAs will always detect a material misstatement when it exists, Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with 1SAs, we exercise professlonal judgment and malntain profeselonal
skepticlam throughaout the audit. We also:

Identify and assess the risks of matedal misstatement of the finandal stalements, whether due to fraud or error,
design and perform audit procedures responsive lo these risks, and cblain audit evidence thal is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecling a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery. Intentional omissions,
misreprasentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate In the circumstances, but not for the purpose of expressing an opinion on the effecliveness of the
Water Authority's internal control,

Evaluate the appropriateness of accounting policies used and the b of ting estimates and
related disclosures made by management,

Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audil evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Water Authority’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are reguired to draw atlention in our auditore’ report (o the related disciosures In the financial
statements or, if such disck are inadeguate, to madify our opinion. Qur conclusions are based on the audit
evidence oblained up fo the date of our auditors’ report  However, future events or conditions may cause the
Water Authority to cease fo continue as a going concem.

Evakiate the overall presentation, structure and content of the financial statements, including the disclosures, and
whather the financial statements represent the underlying transactions and evants in 38 manner that achieves fair
presentation.

We have undertaken the audit in accordance with the provisions of Section 80{1)(a) of the Public Management
and Finance Law (2018 Revision). We communicale with those charged with govemance regarding, among other
matlers, the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Kimg oo

Sue !Mnspeu‘ "—

Auditor General
30 April 2020 30 April 2020
Office of the Auditor General
jcefl.  ¥YFloor, Anderson Square
't 64 Shedden Road
KbIG ICOI"  PoBox 2583
#0 Box 403 General Grand Cayman KY1-1103
SIX Crickat Squate CAYMAN ISLANDS
Grand Cayman KY1-1108 Tet  345-244-3211
CAYMAN ISLANDS Fax: 3450457738
Tolephona:  +1 345 943.4600 E-mail:  auditorgeneral@oag.gov ky
Fax: +1345 M9.7164 Internet:  www.auditorgeneral.gov.ky

Intemet: W kpmg vy



Water Authority of the Cayman Islands

Statement of Financial Position

Az at 21 December 2019

(Stated in Cavinan Islands dollnrsl

Note 31 December 2019 31 ]-}eoemher 1018
Assets
Nown-current assets
Property. plant and equipment 5 65,076,173 65,306,190
Total non-cwrent assets 65,076,173 65,306,190
Chrrent assets
Cash and cash equivalents 9819275 10,364,744
Frxed deposits 24575, 776 14191034
Accomts recervable, net 3 4,078,740 3,508,723
Unhilled revenue 10 1.815831 985,877
Inventory, net 4 111,507 1,335,340
Prepaid expenses 72,387 204416
Total cumrent assets 40,473 517 30,591,134
Total azzets 105,549,690 95897324
Liahilities and shareholder’s equity
Liahilitiez
Nown-current liabilitiez
Leaze habilines 12 96,414 -
Emploves pension benefits, net 9(z) 2,621,000 2,182,000
Pension emploves healtheare benefits, net Q) 7,032,000 5,119,000
Mon-pension employee bealtheare benefits, net od) 17,795,000 11,645,000
Total non-current liabalihes 17544414 18,946 000
Current liabilities
Accomts payable 1,284 747 1,792 819
Contract retention pavable 56,594 34563
Customer deposits 1,557,657 1443 054
Loans pavable ] - 613,344
Total curent hznbites 1 803 098 3933780
Total liabilies 30,443 412 22 879, 7RO
Shareholder’s equity
Contmbuted capitzl 7 235,000 236,000
Betamed eamungs 74870278 72781 54
Total sharehelder’s equity 75,106,278 73,017 544
Total habilities and zhareholder's equity 105,549 690 95.807.34
O behalf of the Board on 30 Apnl 2020
EEARNEY GOMEZ GELIA FREDERICE-VAN GENDEEEN LORI BERGMAN
Chairman Dhrector Fmanezl Controller

The acconpanying notes form an mtegral part of these financial statements.




Water Authority of the Cayman Islands
Statement of Comprehensive Income
For the Year Ended 31 December 2019
(Stated in Cayman Islands dellars)

Note 31 December 2019

31 December 1015

Operating revenue
Water zales 20711364 27,859,523
Sewerage fees 4541135 4573720
Septage disposal 236,437 158,235
Apency work 166,229 76,182
Coonection and nuscellanecus fees 24,040 20,500
Total operating revenue 34979 205 32,688,560
Operating expenses
Water purchases and production 6,801,069 7110937
Dlepreciation expense 3 3961726 3,710.357
Salanes 3,233,060 3,190,995
Fepanrs and mamtenance 1,603,412 2419060
Wages 1,333,898 1223323
Elactnoty 1,275,393 1.183 426
Supplies 837,385 875,681
Mizcellaneous 32534 346,856
Land lease expense - 12,335
Impairment of property. plant and equpment 5 213,853 407,950
Total operating expentes 19,585,120 20,480,920
Fmance costs
Loan interast 16,601 81347
Gros: operating profit 15377484 12126293
Other income
Royalties 1418103 1.408.401
Cither 120,181 103,929
Statutory Licencing fiees 15,003 40,634
Interest meome 385,047 63087
Total other meome 1.939.424 1,622 051
Operating profit 17,316,908 13,748 344
(continued)

The acconpanying notes foam an integral part of these financial statements.




Water Authority of the Cayman Islands
Statement of Comprehensive Income (continued)

For the Year Ended 31 December 2019
(Stated in Cayman Islands dollars)

Note 31 December 2019 31 December 2018

Adminiztration expenses
Salanes 8 2334836 2216392
Staff traming and benefits 1,805 562 1,753,023
Mon-pension employves healtheare benefits cost S(d) 1,315,000 1.433.000
Insurance 833539 833,791
Telephone and uhlities 427270 403,089
Mhscellansous 380,259 443 377
Information systems 379,620 440 820
Pension enploves hezltheare benefits cost ) 335,000 335,000
Lagal and professional fees 281,924 356,223
Depreciation expanse 5 134 598 134 598
Fepanrs and mamtenznce 132,402 116,378
Licenses and dues 92322 90 765
(Office and lab supples 543445 12813
(ffice rental 4320 4320
Defined benefit pension cost 9(z) (24,000 28,000
Bad debt expense (365,332 187,484
Totzl adnumishahon expenses 8 102,174 2814073

Net profit for the year 0214734 4934271

Orther comprehensive (loss)income
Femezawements of non-pension enplovee healtheare

plan S(d) (4.835,000) 2293 000
Femeanwrements of pension employes healtheare plan ) (1,578,000) 777,000
Femezawements of defimed benefit pension plan 9(z) (463,000 361,000
(6.876.000) 3,436,000

Comprehensive income for the vear 2,338,734 8370271

The acconpanying notes form an imtegral part of these financial statements.




Water Authority of the Cayman Islands
Statement of Changes in Shareholder’s Equity
For the Year Ended 31 December 2019
(Stated in Cayiman Islands dellars)

Note 31 ]-}ecember 2019 31 December 2018

Contributed capital
Balance at beginming of vear 7 236,000 236,000
Betained Earnings
Balance at beginming of vear 72,781,544 63,801,187
IFES 9 opening balance adustment 11 - 260,086
Adjusted balance at the beginning of the vear 72,781,544 64,661,273
Net meome for the vear 9.214.734 4534271
(rther comprehensive (loss) income for the vear (6,876.,000) 3436000
Conimbution to Government 2 {250,000 (250,000
Balance at end of yvear 74,870,278 72,781,544
Total shareholder’s equity 75,106,278 73017544

The zccompanving notes form an integral part of these financial statements.




Water Authority of the Cayman Islands
Statement of Cash Flows
For the Year Ended 31 December 2019
(Stated in Cayman Islands dollars)

Note 21 December 2019 31 December 2018

Cazh flows from operating activities
Het meome for the year 9214734 4934271
Admstments to reconcile net meome for the year to
net cash generated by operating activities:

IFES 9 opening adjustment - 860,086
Depreciation expense 5 4096324 3,844 955
Impaiment of property, plant and equpment 5 213,853 407 930
Add{deduet) net changes in non-cash operating
balances:
Agcounts recervable, net (370,017) (1,184,794
Unhnulled reverme (828 954) (115,017)
Iventory, net 102,077 (35,622)
Prepaid expenses 132,029 (72,703)
Agcounts payable (308.072) 511,850
Contract retention payable (27.969) 19 889
Customer deposits 114 803 60,083
Emploves pension benefits, net (24,000 28000
Pension employes healtheare benefits, net 335,000 336,000
Mon-pension emploves healtheare benefits, et 1,315,000 1438000
Met cash generated by operating activihes 13,564,608 11,012 953
Cazh flows from investing activities
Property, plant and equpment purchaszad 3 (2,854 586) (4,087 273)
Purchase of fioced deposits (10384742 (14,191 0343
Met cash used in investing activifies (13,239 328) (18278.307)
Caszh flow: from financing activites
Fepayment of loans payable (613344 (1,168 67%)
Pavment of lease labilines (7,404 -
Confribution to Government 3 (2500000 (250.000)
Met cash wsed in fmancing actvities (870,748) (1418679
Net decrease in cash and cash equivalents during year (545 468) (8.684.033)
Cash and cash equivalents at beginning of year 10,364,744 19,048,777
Cazh and cash equivalents at end of year 9819276 10,364,744
Supplemental dizclosure for cash flow mformation:
Cash pard durmg the vear for mterest - -
The accompanying notes form an integrzl part of these financial statements.




[

Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Establizhinent and Principal Activities

The Water Authority of the Cayman Islands (the “Water Authonity™) 15 a statutory body, whelly owned by
the Government of the Cayman Islands (the “Government™), established on 1 Jarmary 1990, under the Water
Authority Law (Law 18 gf 19052}, as amended.

The Water Authonity 1s pnneipally engaged m the manzpement of water supply and sanrtation affans of the
Cayman Islands meluding the provision of public water supphes, sewerage systems and the management,
development and protection of water resources.

Dhoing the prior period the regulatory responsibility previowskhy beld by the Water Authonty was fransitoned
to the Unlity Regulahon and Competiton Office ("0ffeg™). The Water Authonty still mamtams control of
cartain statutory fimetions.

The Public Authorities Law, (2020 Revision) camye mto force on 1 June 2017. The purpose of the Law 15 to
provide wmaform regulztion of the management and governance of public authorities.

Az at 31 December 2019, the Water Authority had 139 emplovees (31 December 2018: 129 emplovees). The
Water Axthority 15 located at 13G Red Gate Foad, P.O.Box 1104, KY1-1102, Geoarge Town, Grand Cayman,
Cayman Islands.
Sigmificant Accounting Policies
fa) Statement of compliancs
Thes=a financial statements are prepared m accordance with Infernafional Finaneia] Reporting Standards
(“IFES™) and mterpretations adopted by the Infernational Accounting Standards Board (“TASE™).
(b} Basis of preparation
The financial statements of the Water Authority are prepared on the acomual basis under the historical
cost basis.
fe} New or revised standards adopred
(i) IFRS 16

IFES 16 “Leases’ (herein after refarred to as TFRS 167} replaces TAS 17 that relates to the clasification
and presentation of leases. The Water Authorty has adopted thus new standard for leases (see Mote 12
below) usimg a modifiad retrospective approach.

{d) Fumctional and presemtation currency
These financials are presented m Caymen Islands dollas (CIS), which 15 the Water Authonty's
fimctionzl cwrency. All information has been rounded to the nearest dollar.
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Significant Accounting Policies (continned)

{e) Property, plant and squipment
i) Recogmition and measurement:

Ttems of property, plant and equpment are stated at cost less accunmlated depreciation and any net
accummulated mpawment losses. Cost meludes expenditares that are dwectly attibutable to the
acquisttion of the assets. The cost of self-constructed assets includes the cost of matenals, direct labour
and related costs to put the assets info semice and caprtalised borrowing costs. Certam costs capitalisad
within self-constucted assets are based on menagement’s estimate of the actal amounts divectly
atimbutable to the self-constucted asset.
The gam or loss on disposal of an 1tem of property, plant and equipment 1= determmed by comparing
the proceeds from disposal wath the canving amount of the property, plant and equipment, and 15
recogmised net within other income/'other expenses in the statement of comprehensive mmcome.
{ii}  Subsequent costs:
The cost of replacing part of an ttem of property, plant and equipmeent 15 recogmsed n the camving
amount of an item 1f it 15 probable that the fisure economic benefits embodied within the part will flow
to the Water Authonity and its cost can be measured relizbly. The costs of day-to-day semvicing of
property, plant and equipment such as maintaming undersround piping are recogmsed m the statement
of comprehensrve meome as mewred.
(fii} Depraciation:
Depreciation 15 based on the cost of an asset less its residual value, Sigmificant components of
indridual assets are assessed. If a component has 3 useful he that 15 different from the remainder
of the asset, that component 15 depreciated separataly.
Depreciation 1= charged to the statement of comprehensive meome on a staght-lme basis over the
usefiul Inves of each part of an ttem of property, plant and equipment. Land 15 not depreciated.
The estimated useful lives are as follows:

Buildings 50 years
Water and sewerage systems Eto 30 vears
Crher assats 3to 10 vears

(ful  Construction in progress:

Construction in progress represents property, plant and equipment projects winch are not vet
completed at the period end date. Upon completion, the construction in progress 1s fransfared to
the relevant category of property, plant and equipment and deprecizhion commences when the assat
15 avatlable for use.
(fi Foreisn ctrvency translation
Assets and hzmbtes denommated in cumrencies other than Cayman Islands dollars are translated at
exchange rates in effect at the fiscal period end date. Eevenue and expense fransactions denonunated
in cwrencies other than Cayoen Islands dollars are franslated at exchange rates at the date of those
transactons. Gans and losses ansing on translztion are mcluded in the statement of comprehensive
Imcome.
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Sigmificant Accounting Policies (continned)
(g} Lke of estimates and judsement

The preparztion of the financial statements m accordance with IFRS requires management to make
estmates, mdsments and assumphons that affect the reported amounts of assets, habilites, meome and
expenses. Actual amounts may differ from these estimates.

The estmates and underlying assumptions are reviewed on an ongoing basis. Revisions to accoumting
estimates are recogmsed in the peniod of the revision and fishure vears, where applhicable.

Judsments made by management in the appheation of IFRS that have sigmficant effect on the financial
statements and estimates with a significant risk of material adjustment in the next financial year are
discussed below:

il

i)

(i)

Allowance for impairment losses on recefvables

The Water Authority utilizes an expected credit loss model to estimate the allowance for doubtful
accounts. For frade receivzbles the smplified approach 15 followed by the Water Auwthonty
measwmg the loss allowznee at an amount equal to ifetme expected credit losses.

Valuation of long lived assets

The Water Authoaity performe impanment testing when cocumetances mdicate that there may be
mpaimment for long-hved assets. Management judgment 15 mvolved m determuming if there are
cirewmnstances mdicating that testing for impaimment is required and m determining the growping of
assets to 1dentify thewr Cash Generating Units (“CGLUT™) for puposes of impaimment testing.

The Water Authority assesses impaiment by comparmg the recoverable amount of 2 long-lved
asset, OGU or CGU group to 1ts canrving value. The recoverzble amount 1= defined as the higher of
(1} value m use; or (n) fair value less cost to sell. The determunation of the recoverable amount
mvolves Management judsment and eshmation.

Valuation of employee bengfit plans

The cost of penstons and other retirement and healtheare benefits eamed by emplovess 15 actuanally
determimed wsmg the projectad umit credit method provated on senvice and Management's best
estimate of expected plan mvestment performance, salary escalation, rates of mflation, refirensent
ages of enplovess and mortality rates. Dhscount rates used in actuanal calenlabons are based on
market yields on ligh quality bonds (consistent with the term of the benefit obhization) and can have
a matenal effect on the amount of plan halbtes and semace costs. Management employs external
exparts to advise the Water Authonty when deciding upon the appropriate estimates to use to value
emplovee benefit plan obligations and expenses. To the extent that these estimates differ from those
realized emplovee benefit plan assets and liabihties and comprehensrive income will be affected.

(e} Depreciation and amortisation

The Water Autheaity’s property and equipment 1= depreciated and amoertised on a stranght-line basis,
taking mto account the expected useful lives of the assets and reswdual values. Changes to these
estimates may affect the carmving value of these assets, net Income and comprehensive meome.
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Sigmificant Accounting Policies (continned)
(g} Lke of estimates amd judsement {continued)

v} Self-constructed assets

Inchuded wathin plant, property and equipment are self-constucted assets for which costs are based
on directly attmbutable inputs and allocations of costs meowred to bang the assets to the location
and condifion necessary for its intended use. Allocations of costs mclude estimates for fuel and
costs for equipment usage.

(k) Intevest expense

fil

i

All mterest and other costs mowred I connection with borrowings are expensed zs meowrred as part of
loan mterest, except where interest incwred on a qualifying asset is capitalised. The interest expense of
loan payments 15 recogmsed in the statement of comprahensie meome usmg the effective mierest rate
and or straight line method a5 appropriate.

Revenue recogmition

The Water Authonty offers a vanety of semices and mmroicing 15 dependent on the type of service
rendared. Bills for water are based on consumption and billed monthly, sewerage fees are fixed in nature
and illed monthly and other sermaces melnding septage disposal and 1ab fees for water testing ave ulled
on performance of the service. Revenue derved from such sourees 1s accounted for when the respective
performance oblizations have been met. See Mote 10 for addiional disclosures.

Fimancial imstruments

IFRS 9 sets out requirensents for recogmsing and measunmg financial assets and financial habihties. IFRS
9 establishes three primary mezsurement categones for financial assets: amortised cost, fairvalue through
T and fair value throuwsh P&T. The basis of clasaficaton depends on the entity’'s business model and
the contractual cash flow charactenstics of the financial assat.

(il Fimancial assets

The Water Authonty classifies its financial assets, cash and cash equivzlents, fixed deposits and
accounts recervable, as amortised cost They are meluded In current assets, except for those wath

matmities greater than 12 months after the end of the reporting penod which are classified as non-
current assets.

The classification depends on the pwpose for which the finamcial assets were acqured
Management determimes the classification of s financial assets at mhal recogmtion

Fmancmal assets are derecogmsed when the rights to recerve cash flows have expived or have been
transferred and the Water Authonty has transfemred substantially all nsks and rewards of
ownership. The Water Authonty’s financizl assets are camed at amortised cost using the effective
mterest method.

13



Water Anthority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Significant Accounting Policies (continned)

i

]

fm)

fml

fe

Financial instruments {continued)

(i} Financial labilities
The Water Autharity classifies its financial hahilities as other financial iabilites. Such finaneial
hizhilities are oblizgations to pay for goods or semices that have been acquired m the ordmary
course of business from suppliers. Accounts payable and loans payable are classified as cwrent
hizhilities 1if payment 15 due within one year or less. If not, they are presented as non-curent
Liabilities.

(tii} Offetting financial assets and Habilities
Financizl assets and habihihes are offset and the net amount presented m the Water Authonty's
statement of financial posiion when and only when the Water Authority has a legal right to offset
the amounts and intends either to settle on a net basis or to realise the asset and seftle the hakality

Cash and cash equivalents

Cash and cash equrvalents comprise cash, bank balances and sheort term deposits with onginal mahmites
of three months or less.

Fixed Deposits

The Water Authority has finds held on fixed deposits with the Treaswy of the Cayman Islands
Government with varying matunty dates ransing from 6-14-months.

Trvamtory

Inventory consists of consumables and water. Consumables are accoumted for on a first in first out basis.
Water mventory 15 calculated at the cost of water plus chemicals multiphied by the volume of water.
Imventories are valued at the lower of cost and et realisable value.

Spare parts
Spare parts are capital spare parts held by the Authority and are depreciated over then useful lrves
when put into service. Spare parts are meluded m property, plant and equipment in the statement of
financizl posiion.
Employes Benefit Plans
The Water Authority prowides post-employment benefits through a defined benefit pension plan, a
defined conmbuton pension plan, and defined benefit healtheare plars. In addrhion dunng the period
ended 31 December 2017 the Authonty has also established 2 non-pension emploves healthezre benafits
plan.
(i} Defined benefit plans {dafined bangfit pension plan; pension employee healthcare plan; and non-
pension emploves healthcare plan)
The Water Authorify’s net obligation in respect of defined benefit plans 15 caleulated separately for
each plan by estimating the amount of firhwre benefit that emwlovess have eamed in the cwrent and
prior period, discounting that ameount and deductng any fair value of any plan assets.

14



Water Authority of the Cayman Islands

MNotes to the Financial Statements
For the Year Ended 31 December 2019

Sigmificant Accounting Policies (continned)

(o) Employes Bengfit Plans (continuad)
(i} Defined bengfir plans {dgfined benefit penszion plan; pension employee healtheare plan; and non-

(i)

pension emploves healthcare plan) {contimed)

The cost of the defired benefit plans eamed by employess are actuanally determumed using the
projected unit credit method provated on serice and Management”s bast estmate of expected plan
imvestment parformance, salary escalation, refrement ages of emplovess, and mortality rates. When
the calculzbon results in a net benefit asset, the recopmised asset 15 lnufed to the present vale of
econonuc benefits availzble m the form of amy fuhure refimds from the plan or reductions i fuhure
contnbutions to the plan. To caleulate the present value of econormic benefits, consideration 15 given
to any appheable minnmum finding requirensents.

Femezsimements of the net defined benefit habilines, which compnse actuanal gams and losses,
the retum on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding
inferest), are recognised immediately m other comprehensive loss. The net interest expense on the
net defined banefit lizbilites for the penod 15 determumed by applying the discount rates used fo
measure the defined benefit obhigations at the beginnmg of the amnual period to the net defined
benefit iabibties, taking into account sy changes m the net defined benefit habilites dung the
penod a5 2 result of contmbutions and benefit payvments. et interest expense and other expenses
related to defined benefit plans are recognised in the statemsent of comprehensve mecme.

The Water Authorty's net obligation m respect of the defined benefit pension plan is caleulated by
estmatmg the amowmt of fiuture benefit that emplovess have eamed in the current and prior penods.
To caleulate the estimated amount for the pension obligation, the years of sermice and estonated
salary upon retirement have been used.

The Water Authority’s net oblization in respect of the healthcare plans is caloulated by estimatne
the amount of fisture benefit that emplovess have eamed in the current and prnor penods. To
calculate the estimated amount for the healtheare oblization, the vears of service lmut of 10 years
and estimated health mewance premmums have been used.

The discount rates used to value the defined benefit cbhigations 15 based on a vield of lugh quality
corporate bonds, in the same curency m wiach the benefits are expected to be pard and wath terms
to maturity that, on average, match the termes of the defined benefit oblhizzhions.

Digfined comtriburion planz

The Water Authornity’s oblizations for confibufions to defined confribufion pension plans are
recognised m the statemsent of comprehensive meome m the penods durmg which serices are
renderad by emplovess.

(p) Comparative figures
Ceartamn comparatrve fizures have been reclasafied to conform to the presentation m these finaneial
statements.

15



Water Anthority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Accounts Receivable, net
Lifetime expected credit losses have been caleulated using szles mvorces hilled betereen 1 January 2019 and

31 December 2019 and the actual cash collechon dates of these mvoices to determune a historical collection
profile by aging category.

31 Diecember 2019 31 December 2018

Trade Recervables 4,102 814 3,898,883
(Other Racervables 414,450 856,905
Allowance for Doubtful Accounts (438,524, (1.247.065)
CI5 4,078,740 3,508,723

Inventory, net
31 December 2019 31 December 2018

Spare Parts - 1.266.721
Consumables 51,044 53,089
Water Inventory 76,324 84,480
Provision for Obsolste Inventory (15.861) {15.861)

15 111,507 1.335.340

Dhmng the vear the Authonty reclas=sified certzin iteme from mventory to property, plant and equipmment.

Property, plant and equipment
The following projects classified as constuchion n progress are meluded i property, plant and equpment:

31 Diecember 2019 31 December 2018

1.  Grand Cayman — WEBSS — Pipeline Install 800 947 800 947
2. Cayman Brac — Site Preparation 546,287 546,287
3. Grend Caymen — MNorth Side Water Works Site 207,165 -
Preparation

4. Cayman Brac — Distnbution Extension 190,001 139 099
5. Cayman Brac — Upgrade to Water Distnbution Pamps 13,327 13,327
6. Grand Cayman - Dhstrict Matenng Vaults - 6465

1% 1,766,727 1.516,025

Following competitive tendening procedures the day-to-day operations of the North Sound, MNorth Side and
Fad Gate reverse osmosis planfs are managed by Ocean Comversion (Cayman) Linited under formal
operatng agreements mmhl 31 Jarmary 2024, 30 Fune 2026 and 31 Jamiary 2024 respectively.

16



Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

5 Property, plant and equipment (continued)
31 December 201%
Freehold Water Other Assets Comstruchion  Fight-of Use  Spare Parts
Land nil dings Supply Sewage in Progress Asseis Total

Cost
Balance at beginning of
year 3535500 5530711 T4.B7RT84 30243432 8,805,801 1,516,025 - - 124741503
Transition to [RFS 1§ - - - - - - 103818 103,813

mions - - - 157,507 831730 1,855,150 - - 2,854,586
Disposals — impairmens - - (396.504) 46201 - - -
Disposals - - - (14.524) (151,037) - -
Transfars from Iventary - - - - - - - L121.758
Transfers between fixad
assets - - Lssm 121004 (49,214 (L&MAST - - -
Balance at end of year
[t 3,535,500 5550711 TAO0I4B67 30471455 0.518371 1,756,727 103.818 L121.756  138.213.30%
Accomulated
Depreciation
Balance at beginning of
year - 1504130 34448358 16237463 - - - 50435313
Diepreciation expense - 113012 1570241 008 440 - 043E -
Disposals - impairment - - (200243 (28.598) - -
Disposals - - (14.526) - -
Balance at end of vear
I3 - 1717041 36818355 17152688 - 0438 -
Net Book Valoe at
31 December 2019
(943 3,555,500 3933560 30106512 13318768 2,088,852 1,766,727 04,380 1,111,756 65,076,173

Dhinng the vear ended 31 December 2019, the Water Authonty identified projects to be upzraded whach resulted in a net imparment loss of the ongmal assets of
C15213.853 (31 December 2018: CI5407.950) that was recorded against plant and equipment assets in the water supply and sewage categones. The total cost of
the refirbishments and replacement was CI3787,533 ( 31 December 2018: CIS1,164.002).




Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

5. Property, plant and equipment (continued)

Freehold Water Other  Construction

Land  Buoildi bl 2 Sewage Assets in Progress Total
Cost
Balance at beginming of
year . 5650711 T2234.100 8228307 1904707 121382641
Additions - - - 668,585 1060157 087,173
Disposals — impairment - - (693.130) - -
Disposals - - -
Transfers between fived
assats - - 32073M (3.447.835) -
Balance at end of vear CI3 5,650,711 30243482 8.396.892 1515025  124.741.503
Accumulted
Depreciation
Balance at beginning of
ear 5482330 6,6B1484 35,010,819
Depreciation expense - 832150 412,678 3844053
Disposals - inpaiment -
Dizposals - -
Balance at end of year
CI% 1504130 3444835 16287463 7095362
Net Book Value at
31 December 2018
1§ 2,046,381 13,056,019 1,801,530 1,515,025 63,304,190
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Loan: pavable

The Water Authority has an overdraft facihty at 4.25% mterest per annum with First Canbbean International
Bank i the amount of CT5416,000 (3] December 2018: CT5416,000). At 31 December 2019, CT% Ml (31
December 2018: CISN) of the overdraft facility was being utthsad.

Contributed capital

The Government provided 12,58 acres of land on Cayman Brac to the Water Authonty of the Cayman Islands
during the 2009710 fiscal period at no cost. The fair market value at the time of transfer was CT3236,000,
whach has been recorded as contmbuted capatal m the statement of financiz] positon.

ERelated Party Transactions

The Government of the Cayvman Islands appomnts the Chairmen and Members to the Water Authonty's
Governing Board whe collectively received CT318,4350 (31 December 2018: CI519,700) relatng to themr
services rendered during the vear ended 31 December 2019, The following fransachons ocomred dunng the
vear between the Water Autherity and the Government of the Cayman Islands.

1. The Water Authonty paid a contbution to the Government in the amount of CT5230,000 (31 December
2018: CTIS250,0000.

2. The reommeration of dwrectors and other members of key management persomnel for the vear ended 31
December 2019 was CI8963,165 (3] December 2018: CI5942 472} This amount entively pertains to
short-termn emploves benefits, namely salary, medical msurance and pension conmbutions. Mo loans
were 15sued to key manzgement personnel during the year (31 December 2018: CIEHil). There ware 7
persomnel categonised m 2019 broken down as & key management persomnel and 1 Duector (31
December 2018: § key management personnel and 1 Director).

Dunng the period, the Water Authonity provided, at no charge to the Government of the Cayman Islands,
the availability and use of water for fire fishhing, free sewerage service to 2 number of iIndigent persons in
the Watler's Foad area, superiision of water resowrces, admamstration of Phumbers Examimation Board,
consultative services for development confrol, and water at a reduced Publc Auwthonty rate. The Water
Anthority does pot estmate the value of these services provided to the Government of the Cayman Islands.

Emplovee Benefits
a) Defined Bemefir Pension Plan

The Public Services Pension Plan 1= managed by the Government of the Cayman Islands through the Pubhic
Services Pension Board  The Board 15 responsible for among other things, administering the Public Service
Pernsions Fund (the “Fund™), commmmicating with plan participants and emplovers, prescribing contrbution
rates in accordance with the latest actuanal valuation and recommending anendments to the Public Service
Pensions plans as needed. The current mumber of active emplovess enrolled under the defined benefit plan
15 4 (3] December 2018: 4).
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefits (continued)
a) Defined Benefir Pension Plan (continued)

The Water Aunthority recogmses the defined benefit pension plan as a net labality m its statement of financial
position once the actianal valations are completed. For the defined net pension hability the Water Anthonty
has recopmsed the actuanal habulty smee 1ts date of estabhishment m 1990,

The most recent actuarial valuation for IAS 19 reporting was conducted on 21 Apnl 2020 wsing data as at 30
September 2019, Management use this as best estimate to record the defined benefit pension plan and the
profit and loss charges associated with the plan’s participation as at and for the vear ended 31 December
2019

The actuarial position is as follows:
31 Decammber 2019 31 December 2015
CIS000° CTS000*s
Diefined benefit obhgzaton (3,950 (3,083)
Far value of plan assets 1,329 901
Met hiatlity at end of year (2,621} (2,185

The present vahe of the fimded cbligation changes as follows:
31 December 1019 31 December 2013

CIS000 s CISO00 s
Diefined benefit oblization at beginming of vear 3,083 3,329
Curent service cost 49 52
Interest expense 129 117
Plan parficipant contributions 14 13
Femeanmements 675 {428)
Defined benefit oblization at end of year 3,950 3.083

The far value of the plan assets durning the year changed as follows:
31 December 2019 31 December 2018

CIS000 s CIS000° s
Far value of plan at begmming of vear 901 Bl4
Interest income 40 3l
Employer conmbutons 162 110
Plan participant contributions 14 13
Femeasimrements 212 (1))
Far value of plan at end of vear 1,329 201




Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefits (continued)

a) Defined Benefit Pension Plan (contnued)
The defined benefit cost included in net meome 1= compnised as follows:

31 December 2019 21 December 2013

CIS000 s CIS000* s
Current service coct, net of emplovee contnbutons 49 52
Met nterest cost 89 35
Totzl defined benefit cost 138 138
Employer contmbutions recogmised m admimistrative expenses (162) (1100
Met defined benefit cost (24) 28

The remezsurements meluded m other comprehensre Income/(loss) are compnsed as follows:
31 December 2019 31 December 2015

CIS00D s CISO00 s
Effect of changes in demographic assumphons (15) (29
Effect of changes in financial assumptions 640 447
Effect of experience adjustments 50 48
Retwn on plan assets (excloding imterest incoms) (212) 67
Femeasimements 463 (361)
The distmbution of the plan assets based on the share of the total fimd allocated to the Water Authonty was
as follows:
31 December 31 December
1019 019
Equity securifies T T9%
Diebt securities 2% 200
Cash 1% 1%
The prancipal actuanal assumphons at the date of valuation:
A Costmethod - Projected Unut Credit
B. Economue assumphons used to determne the net benefit obhigations as at-
21 December 31 December
1019 1018
Dhscount rate 3.50% 4.50%%
Salary increase 2.50% 2500
Futwre pension increases 2007 2.00%

C. Other assumptions —

1. Morality — standard U.S. mortality rates
2. Fetrement age —congpletion of age 537 and 10 years of service

D Assetvaluzhon — far market value




Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefits (continued)

&) Defined Benefit Pension Plan (contnued)

The defined benefit pension obligation is caleulated using a discount rate set with reference to corporate bond
pension plan holds a sigmaficant proportion of equities, which are expected to cutperform corporate bonds m
the long-term while providing velafility and n=k m the short-term A decrease in corporate bond vields wall
increase the defined benefit pension oblhizanons. This wall be partially offset by an merease m the far value
of the pension plans' bond holdings.

The Water Authonity's defined benefit pension oblizations are Imked to mflation. and higher mflation wall
lead to lngher habilifies. The defined benefit pension obhigation will be affected by the rate of pension
mcresse &5 well as Increase m pensionable eammes.

The majonty of the defined benefit pension plan’s obligation 15 to provide benefits for the hife of the
members, 50 mereases in ife expectancy will result m an merease m the defined benefit pension oblizatons.

b) Defined Conribution Pension Plan

In accordance with the National Pensions Law of June 1903, all new emplovees who are not participants m
the Public Seriice Pensions Fund are enrclled m an approved local defined contmbution pension plan with
Bntish Caymanian Pension  During the peniod. the Water Authority and its employvees paid 5% and 5% (31
Diecember 2018: 5% and 5%), respectively of salary contribufions to the defined pension contmbution plan.
The total employess emrolled m the defined pension contribution plan is 129 (31 December 2018: 129).

The total amount recogmsed as employer contmbutions for the vear ended 31 December 2019 was
15729281 (31 December 2018: CT%455,241) to the defined pension contribution plan. This amount is
ncluded in admamistrative expenses (staff traming and benefits).

¢} Pension Emplovees Defined benefir Healthcare Plan

The cwrent mmber of actrve employess enfitled to the pension emploves healtheare planis 11 (31 December
2018: 11}, 6 of the 11 employess which qualified for early retirement exercised their nght and wall therefore
not be part of the defined benefit pension plan. The total amount recogmised as emplover contibutions for
the year ended 31 December 2019 was CI371,620 (31 December 2018: CI$112,538). This amount 1= inchuded
n admitestrative expenses (staff trainmg and benefits).

The most recent actuarial valuation for IAS 19 reporting was conducted 6 Apnl 2020 using data as at 31
December 2019 Management use this as best estimate to record the pension emploves healtheare benefits
lLiabality and the profit and loss charges associzted wath the plan’s participation s at and for the year ended
31 December 2019.

The actuanal position 1= as follows:
31 December 2019 31 December 2015
CIS0MY = CIS000* s
Pension emploves healtheare benefits oblization (7,032) (5,119
Far value of plan assets - -
Mat liability at end of vear (7,032) (5,119
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefits (continued)
¢} Pension Emplovee Defined Benefir Healtheare Plan (continued)
The present value of the fimded cbhgztion changes as follows:

31 December 2019 31 December 2015

CIS000 s CIS000* s
Penzion emploves healtheare benefits at beginming of year 5,119 5,560
Crvent service cost 115 135
Interest expense 0 201
Femeanmements 1,578 (777
Penzion emploves healtheare benefits at end of year 7,032 5,119

The pension employes defined benefit healtheare cost inclnded mn net meome(loss) 15 comprised as follows:

31 December 2019 21 December 2013

CTS000 CIS000* =
Cwrent service cost, net of emploves conmbutions 115 135
Met mierast cost M 201
Total pension emplovees healtheare benefits 335 336
Met pension emploves healtheare benefits cost 335 336

The remeasurements meluded m other comprehensive loss are as follows:

31 December 2019 31 Diecember 2013

CIS000 CIS000" 5
Effect of changes n demographic assumphions 534 (31)
Effect of changes m finaneial assmmphions 1,104 (648}
Effect of expenence adustments (600 (78}
Femeanmements 1,578 T




Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefit: (contnued)
¢} Pension Employvee Defined Benefit Healtheare Plan (continued)
The pnneipal actuanal assumptions at the date of valuation:
A Costmethod - Projected Uit Credit
B. Economue assumphons used to determmume the net benefit obhigations as at:
31 December 2019 31 December 2018

Dhscount rate for cbligation 3.60%% 4.55%
Dhscount rate for costs 4.60% 4.60%%
Medical inflabon rate 5.00%% 5.00%

C. Orher assumptions —

¢ Mortality — standard US. mortality rates

¢ Fetrement age — completion of age 57 and 10 vears of semice
Dn Assetvaluztion — fan market value

The Water Authonity's pension employves oblizations are linked to inflation. and higher mflafion will kead to
lugher habilifies. The defined benefit healthcare oblization wall be affected by the medical mflation rate at
5% m the cwrent period and is based on historical claims mformation and long-term medical inflation
expectation.

The majority of the pension employee defined benefit healtheare oblizations a1e to provide post-retirensent
healtheare for the life of the member, so mereases in life expectancy will result in an merezse m the pension
emplovee defimed benefit healtheare oblizations.

d) Non-pension Employves Defined Benefir Healthcare Plan

The current mumber of active emplovess entitled to the non-pension emploves healtheare benefits plan 1z 116
(31 December 2018: 115}

The mwost recent actuarial vahaton for IAS 19 reporting was conducted on & Apnl 2020 using data as at 31
Diecember 2018, Management use this as best estimate to record the non-pension emploves defined benefit
healtheare habihty and the profit and loss charges associated with the plan’s participation as at and for the
vear ended 31 December 2019,

The actuarial position is as follows:
31 December 2019 31 December 2018
CIS000*s CIS0 s
Mon-pension employes hezltheare benefits oblizgation (17,795) (11,845)
Far value of plan assets - -
Met hiablity in financial pesition at end of year (17,795) (11,845)
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Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefits (continued)

d) Non-pension Employee Defined Benefit Healthcare plan (continued)

The present value of the fimded obhgation changes as follows:
31 December 2019

31 December 2013

CIS0M0 s CTS0N* =
Mon-pension emploves healthcare benefits oblization at 11,645 12,505
beginmmg of year
Curvent service cost, net of emplovee contmbutons 843 984
Emplover direct benefit payments (30 (12
Interest expense 506 456
Femeasimements 4 835 (2.298)
Mon-pension emploves hezltheare benefits at end of vear 17,795 11 645
The non-pension emploves healtheare benefits cost meluded m net loss 15 conprised as follows:
31 December 201% 31 December 2013
CTS000% s CTS000 =
Crarrent service cost, net of employves contributions 843 954
et mierest cost 506 456
Total non-pension employes bealtheare benefits cost 1349 1450
Employer direct benefit payments (3 (12
et non-pension emplovee healtheare benefits cost 1315 1.438

The remeasurements meluded m other comprehensmve loss are compnsed as follows:

31 December 2019

31 December 2019

CTS000*s CTS0H0"
Effect of changes mn demographic assungphions 937 (118}
Effect of changes m financial assmmptions 3,884 (2.211)
Effect of expenence adustments 14 25
Femeasrements 4835 (2,.298)




Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

Emplovee Benefits (contnued)

d) Non-pension Employee Defined Benefir Healtheare plan {continued)

The pnneipal actuanal assumptions at the date of valuation:

Cost method - Projected Unit Credit

. Economue assumphions used to detenmine the net benefit oblizations as at

31 December 2019 31 December 2013

Dhscount rate for cbligation 3.60% 4.55%

Dhscount rate for costs 4.60% 4.60%

Medical inflation rate 5.00% 5.00%
. Chther assumphions —

1. Mortalty —standard U.S. mortality rates
2. Fetrement age — The probabihty of an employee staying with the Water Authonty until age

60 or age 65 15 summarnized below.
Age at retirement
Current age Age &) Age B3
29 or younger 60% 40%:
30-39 B0% 60%
40-49 100% 80%
50+ 100% 100%

. Asset valuztion — fair market value

The Water Authonty’s non-pension employes defined benefit healtheare oblizations are hinked to mflation,
and lugher mflaton will lead to hzher hatalines. The non-pension defined benefit healthcare benefits
oblization will be affiected by the medical mflation rate at 5% in the current peried and 15 based on histoncal
The majonty of the non-pension emploves defined benefit healthears oblizations are to provide post-
retmement healtheare for the hife of the member, so increases m life expectancy will result m an mereass in
the non-pension employee healtheare benefits obhzations.




Water Authority of the Cayman Islands

Notes to the Financial Statements
For the Year Ended 31 December 2019

10. Eevenne

The Water Authonty has five major reverme streams. In the followingz table, revenue 15 disaggregated by revenue
stream and tinung of revenue recogmrtion:

Type of Timing of
Fevenue Stream 31 Decewnber 2019 31 December 2018 contract tramsfer
Water Sales CI% 20711364 27859513 Fied fee Point n fime
Sewerage foes 484]1,135 4 573,720 Fied fee Point n tome
Septage disposal 236,437 158233 Fied fee Point n tome
Agency work 24,040 76,182 Fixed fee Point n tome
Cormection and 166,229 20,900 Fixed fee Point in time
miscellanecus fees
Total [Wi3 34979205 32,688 561

i) Contract balances

The followmg table provides mformation about accounts receivables and confract assets from contacts with
customers.

31 Diecember 2019 31 December 2018

Accoumts recenvable CI5 3,713,408 3,508,723
Contract azsets:
Unbilled reverme CI5 1815831 985,877

Unhbillad revenne 15 related to the above revenue streams whereby the water or service was provided but remained
unkilled at the vear-end. Siznificant changes in the confract asset balances during the vear 15 as follows:

31 December 2019 31 December 2018

Unhbilled revemue at the begmming of the vear 15 986,877 871,860
Transfers from unbilled reverme recognised at the

begmmng of the year o recevables (86.877) (871.860)
Im:ma... ses as a result of services performed but not 1815831 9REETT
yet billed

Unhbillad revenne at the end of the vear (15 1,815,831 986,877
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Notes to the Financial Statements
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Financial Instruments

(1} Impairment of financial assets

Instuments within the scope of the mew requirements include accounts receivable and fixed deposits which are
assessed for Impayment. Any imparment impact recogmised during the year 15 recorded m the statement of
comprehensive income. The Water Authonty has assessed the expected credit losses on the fixed deposits held at
the end of the vear and determned that the expected loss 15 not matenal In assessang mmpanment relafing to
accounts recervable, the Water Authonty emplovs a simphfied approach and records the loss allowance as hifetime
expected credit losses. These are the expected shortfalls m confractuzl cash flows, considenng the potential for
default at any pomt dunmg the hie of the financizl mstnmment. In caleulating the hfetime expected credit losses,
the Water Aunthonity uses 1ts histonical expenience, externzl indicators and forward-looking mmfomation to caleulate
the expected credit losses using a provision matrs.

. Leases Liabilities

The Water Authonty leases a parcel of land m Cayman Brac. The lease was signed m Jamary 2000 for 2 penod
of tharty vears, expinmg m 2029,

The Water Authority has apphied IFRS 16 usmg the modified refrospecttve approach and therefore the comparative
information has pot been restated and continues to be reported mder [AS 17, The lease liabilities were discounted
at a rate of 4. 75% a5 defined by the Cayman Islands Government.

Manwity analysis — confractuzl undiscounted cash Sows:

31 December 2019
Within cne vear 12335
After one vear but not more than five vears 45340
After more than five vears 61675
Totzl undisconmted leass habilites at 31 Diecember 2019 123 350
Lease liabilities inclnded in the statement of financial
posttion at 31 December 5414
Current 7,755
Mon-curent 88659
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13. Financial risk management objectives and policies

The Water Authonty's activifies expose it to varous types of nsk that are associated with the finanetal
instnmments and markets m which it operates. The Water Authority’s Board has overall responsibality for the
establishment and oversight of 1t nsk management framewerk. The most mportant types of finaneial nsk
to which the Water Antheority 15 exposed to are credit n=k, bawdity nsk and market nisk. This note presents
information about the Water Authonty’s exposure to each of these nisks and the Water Authonty’s objectives,
policies and processes for measuring and managing risk and the Water Authonty’s management of capital
Credit risk

Credit nsk refers to the 15k that a coumterparty will default on 1ts contractual obhigations resulting in financal
loss to the Water Authonty. Fmanecial assets which potentizlly subject the Water Authonity to credit sk
constst prneipally of trade recervables and fixed deposits. Concentrations of credit nsks with respect to trade
receivables are soaall as the customer base 15 large and unrelated and the fived deposits are held with the
Treaswy of the Cayman Islands Govermoment.

Customer credit risk 15 jointly managed within the finance and customser service departments of the Water
Authonty, Cutstanding customer recernvzbles are regularly monitored and the Water Authomty wall
disconnect water supply to amy eustomers whe do not pay their invorces withmn 60 days. Payment agresments
are availzble to customers who seek assistance and are monitored closely to ensre complhiance. Fathwe to
pay within the outlmed time will result in disconnection. The Water Authonty holds customer deposits on
each account as collateral agamst non-payment amountine to CI5 1,557,638 (31 December 2013:
CT31.443,054).

The maximmim exposure to credit nsk for financial assets at the reporting date, without t2kmg account of any
collateral held or other credit related enhancements and based on the canying amomts 25 reported m the

statements of fimancial posihon, is:
31 December 2019 31 December 2013
Trade Receivables 4102 815 3,898 883
Unbilled reverme 1,815,831 986 87T
{ther Recervables 414 450 856,905
Frxed deposits 24575776 14191 034

I8 30908872 19,933,693

The expected loss rates are based on the pevment profile for reverme generated over the past 12 months
before 31 December 2019 and 1 January 2019 respectively as well as the comesponding historical credit
losses dunng that penod. The haistorical rates are adjusted to reflect cwment and forward-lockmg
mzcroeconome factors affecting the customer’s ability to settle the amount outstanding.
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Financial rizk management ohjectives and policies {continued)
Credir risk {contimied)
A= at 31 December 2019, an allowance for doubtful receivables of (15433 524 has been made agamst

accounts receivable (31 December 2018: CI51,247.065). The agmg of trade and other recervables and
unbilled revenue at 31 December 2019 15 as followes:

31 December 2019 31 December 2018

Crurvent 1,681,239 1,652,925
Between 30 days and 60 days 955,597 863429
Between 60 days and 90 day 233,560 584339
Greater than 90 days 3.462.700 2641972
CIs 633309 5,742 665

Liguidity risk

Ligquidity rick is the risk that the Water Authority will not be able to meet its financial oblizstions as they
£l due.

Prudent hqmdity n=k management mplies maintaming sufficient cash, the avalabality of fimding through
an adequate amownt of commutted credit facilinies and the ability to predict and manage the Water Authonty’s
expected cash outflowrs. Management monitess rolling forecasts of the cash and cash equivalents on the basis
of expected cash outflowrs.

As at 31 December 2019, accounts payable are all due within 3 months of the statement of financial posihon
date.
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Financial rizk management objectives and policies {continwed)

Marker risk

Market rizk 15 the nsk that changes in imterest rates, foreizn exchange rates or commeodity prices will affiect
the financial performance of the Water Authority, The Water Authonty's actvihes expose it to mferest rate
rizk and cwrrency nsk.

Intevast rate risk

Interest 1ate nsk 15 the n=k that the value of 2 financizl mstrument will fluctuate due to changes In market
Intevest rates.

Loans are subject to mierest mate nsk. As cutlined m note 6, the loans attract fixed mterest rates based on
market mterest rates. Management does not consider there to be a saignificant mterest rate nsk due to the low

inferest enviromment. As at 31 December 2019, the interest rate profile of the Water Authonty’s mterest-
beanng financial instruments were:

31 December 2019 31 Diecember 2013

Financial Liabilities
Frxed rate mstuments CI% - 613,344

The nature of the Water Authority’s exponmes to mterest rate sk and its objectives, policies and processes
for managzing mterest rate risk have not changed sigmficantly from the prior vear.

Currency rizk

As substantially all transactions are denomumated m Cayman Island dollars, the Water Authonty is not
significantly exposed to cwrency nsk due to the Cayman Islands dellar being fixed to the United States
dollar. The nature of the Water Authonity’s exposwre to currency nsk has not changed sigmficantly from the
DT Vear.

Contingent Liability - Section 47 of the Public Authorities Law, (2020 Eevizion)

Section 47 of the Public Anthonties Lawr (the “PAL") came mto effect on 1 Time 2019. The section requires
public autherities to use the same salary scale as determmed by the Cayman Islands" Cabmet and requires
the remmmeration of emplovess of a public authonty to be admsted to reduce any differences between the
public authenties” and public service’s pay Zrades.

The Cayman Islands Government's Portfolio of the Civil Serice had not completed its evaluation of the
Authonty’s salary grade versus that of the public serice. As such management could not adjust for the
impact of section 47 of the PAL m these financial statement. Management 1= also unable to derive an
estimate of the potenfial mmpact of the evaliztion on its financial statemsents. A= such, no resultant provision
has been made in these financial statements.

Contingent Liability — Utility Eegulation and Competition Office of the Cayman Izland:

The Uhlity Regulation and Competiion (ffice of the Cayman Llands, ("(OfFeg") 15 the regulatory body
responsible for the Authonty, Ongoing negotiafions confime to determuine a clear and transparent finding
mecham=m for the regulatory fimchons performed by Cffez and, while the Authority 15 unable to determine
a defimtive amount related to 2019, as no formal agresment has been reached, there is an understanding that
the Authonty will be responaible for amounts relating to 2019,
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Subszequent events

In prepanng these financial statements, manzgement has evaluated subsequent events up to 30 Apnl 2020,
whach is the date that the financial statemsents were approved and avalable to be 15sued.

O March 11, 2020, The Waorld Health Orgamization offically declared the COVID-1% outbreak a pandemic.
The zlobal and local measures put m place to contzin the spread of COVID-19 have caused significant
disruption to business and economec actvity. While the dismuption 15 cwrently expected to be temporary, the
financial effects on the Authonity will depend on factors such as (1) the duration and spread of the cutbrezk,
(11} the restrictions and advisones from Government, (iu) the effects on the financial markets, and (1) the
effects on the econony overall, all of which are lnghly imeertam. While the Authonty expects this matter to
impact its operating results, the financial impact and duwration cannot be reasonzbly estinated at this fime.

Mo other subsaquent events were idenfified that requre additional disclosures in these financial statements.

32






WATER AUTHORITY-CAYMAN

13 G Red Gate Rd.
PO Box 1104, Grand Cayman, KY1-1102, CAYMAN ISLANDS

949-2837
www.waterauthority.ky



http://www.waterauthority.ky/

