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1.

Purpose

This annual report details the performance of The Water Authority of the Cayman Islands (“The Authority”) for the
fiscal year ended 30 June 2015.
It includes information about the actual performance delivered during the year as compared to the planned
performance documented in the Ownership Agreement for The Authority for the 2014/15 financial year, or as
amended through the supplementary appropriation process.

2.

Nature and Scope of Activities

This section outlines the Nature and Scope of Activities within which The Authority operated during the year.
Approved Nature and Scope of Activities
The Authority’s activities are:
To ensure that the entire population of the Cayman Islands have access to a pure, wholesome and affordable supply
of potable water; and to regulate other entities who are licensed by the Government to provide public water supplies.
To protect and develop groundwater resources for the benefit of present and future populations of these islands.
(Cannot modify the wording as established mission statement)
To provide for the collection, treatment and disposal of sewage within these islands in a manner that is safe, efficient
and affordable.
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.
Compliance during the Year
Throughout the 2014/15 financial year The Authority complied with the defined mission statement as described
above.
During the course of the year The Authority sold 3.6 million m3 of water (2013/14: 3.6 million m3) and processed
1,014 million gallons of wastewater (2013/14: 1,086 million gallons) in Grand Cayman and sold 0.1 million m3 of
water in Cayman Brac (2013/14: 0.1 million m3).
The Water Resources and Quality Control Department carried out the Authority’s statutory functions of groundwater
protection and management, development control and related permitting throughout the fiscal period. The Authority’s
accredited water and wastewater Laboratory provided ongoing analytical services for The Authority’s water supply,
wastewater treatment system and groundwater monitoring programs. The Department continued the development of
the Onsite Wastewater Management Program, a partnership between The Authority as regulator of onsite wastewater
treatment, property owners/developers who own the onsite wastewater treatment systems and service providers who
install and maintain onsite wastewater treatment systems. Following a successful external audit in September 2015,
the Laboratory’s accreditation granted by the American Association for Laboratory Accreditation was extended
through November 2017.
The Authority prides itself on its fiscal management and ability to be self-sufficient. Throughout the financial year The
Authority had a positive net surplus and maintained its fiscal independence. The Authority contributed $100,000 to
the Government of the Cayman Islands (2013/14: $100,000) and invested $3.9 million (2013/14: $2.0 million) into the
capital infrastructure of the Cayman Islands.
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3.

Strategic Goals and Objectives

Approved Strategic Goals and Objectives
The key strategic goals and objectives (from an ownership perspective) of The Authority for the 2014/15
financial year were as follows:
1.

Re-Establish Water Production Capacity to ensure water distribution system reliability
•
Lower Valley – Complete the re-design and refurbishment of the reverse osmosis plant,
complete with building refurbishment, replacement of plant equipment and the modernization
of the plant control system. Use in house resources to rehabilitate the Feed Water Well
pumps.
•
Red Gate Site – Construction of a new pumping station to replace the existing one that no
longer meets the high requirements of The Authority’s pumping needs.

2.

Provide piped water access to approximately 9% of the Cayman Brac Population as part of the long
term goal to provide piped water services to the residents and visitors on Cayman Brac
•
Cayman Brac Extension Project – Install 12,300 feet of various size water mains along North
Coast up to and including the West End Primary School and smaller diameter pipelines in all
developed side roads. This will provide piped water to approximately 110 developments
(houses, apartment complexes, restaurants, 7 business), or to around 180 residents and
based on 2010 Census figures that is approximately 9% of the residential population.
•
Site Preparation – Preliminary work on the bluff site to clear and fill the location to prepare for
the eventual development of the new water production facility.

3.

Improve Integrity of the Wastewater Collection system by addressing ground water infiltration. Goal
to reduce salinity by 75%
•
Wastewater Collection System – Phase II – Closed Circuit Television Survey (CCTV) of the
collections system to identify and repair compromised sewer mains.

Achievement during the Year
1. Re-Establish Water Production Capacity to ensure water distribution system reliability
•
Lower Valley – Upon completion of a competitive tendering process the contract to refurbish
the Lower Valley RO plant was awarded to Ocean Conversion Limited (Cayman) Ltd. (OCL) at
a cost of US$960,000 and after approved revisions updated to US$1.2 million. The project
commenced in late April 2014 and with several post contract modifications the project was
substantially completed in February 2015 at a final cost of CI$1.2 million which included
supporting costs incurred by The Authority. Subsequent to the completion of the contract there
were issues with the feed water well pumps and the membrane performance which is expected
to delay the formal completion of the contract to early 2015/16.
•
Red Gate Site – Due to planning and limited resources this project was re-scheduled to
commence in the 2015/16 financial year.
2.

Provide piped water access to approximately 9% of the Cayman Brac Population as part of the long
term goal to provide piped water services to the residents and visitors on Cayman Brac
•
Cayman Brac (CYB) Extension Project – Under the CYB Extension project, which commenced
in October 2013, the installation of 17,318 feet (2014: 9,500’) of new 4” and 6” pipeline along
various side roads has been completed at a total cost of $783k (2014: $478k). These
extensions allowed for new customers to sign up for piped water, raising the number of piped
water customers as at 30 June 2015 to 129.
Using population figures as shown in the
Cayman Islands’ 2010 Census Report which estimated the population of CYB at around 2,000,
an assumption can be made that with an average of 2.5 persons per household, piped water
is now available to 16% of the island residents.
•
Site Preparation – In preparation for the anticipated work on the Bluff site, Scott’s Development
Co. Ltd was contracted to clear the entrance to the site at a cost of $24k. This project was
completed in October 2014. Further work and exploration is expected to commence in the
2015/16 financial year.
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3.

4.

Improve Integrity of the Wastewater Collection system by addressing ground water infiltration. Goal
to reduce salinity by 75%
•
Wastewater Collection System – Phase II – Closed Circuit Television Survey (CCTV) of the
collections system to identify and repair compromised sewer mains has been postponed until
the 2015/16 financilal year as Phase I has yet to be completed. During Phase I nearly 6,000
linear feet of leaking pipeline sections were successfully lined.

Ownership Performance Targets

Financial Performance

Financial Performance Measure
Revenue from Cabinet

Surplus/deficit from outputs
(Gross Operating Surplus)
Administrative expenses
Net Surplus/Deficit
Total Assets
Total Liabilities
Net Worth
Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities
Change in cash balances

Financial Performance Ratio

(Approved in LA)

$

Annual
Variance
$

Nil

Nil

Nil

Nil

N/A

Nil

30,054,952

31,910,666

(1,855,714)

10,244,519

9,933,075

311,444

6,183,107

7,605,357

(1,422,250)

4,061,412

2,327,718

1,733,694

85,027,999

82,160,633

2,867,366

16,673,733

14,913,880

1,759,853

68,354,266

67,246,753

1,107,513

8,604,677

6,191,648

2,413,029

(3,973,174)

(4,793,400)

820,226

(2,668,715)

(2,601,754)

(66,961)

1,962,788

(1,203,506)

3,166,294

Revenue from ministries, portfolios, statutory authorities and
government companies
Revenue from operations and other income

2014/15
Budget

2014/15
Actual
$

2014/15
Actual

2014/15
Budget

Annual
Variance

(Approved in LA)

Current Assets: Current Liabilities

2.80

1.75

1.05

Total Assets: Total Liabilities

5.09

5.51

(0.42)

Explanation of Variances
Financial Performances: Income Statement
Despite lower than expected sales The Authority was able to prudently manage expenses and show a 75% increase
in expected net income. Other expenses came below budget due to several scheduled projects that were not
completed in the financial year. For example, the Manhole Rehabilitation ($250k) combined with lower than budgeted
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actual costs of Salaries $233k, Staff Training and Benefits $145k, Information Systems $251k, Insurance Expense
$40k, and most notable Legal and Professional $356k, etc.
Assets - The assets of The Authority increased by $2.9 million over budgeted figures, primarily because of the strong
cash intake ($3.2 million higher than budgeted) offset by capital projects that were not completed due to limited
resources during the fiscal period.
Liabilities – The Authority complied with the Government moratorium not to enter into new debt financing agreements.
Concentration remained on paying off existing debt while still proceeding with the required capital projects and
remediation works. Given that there was no new borrowing the expectation was that the liability balance would
decrease, however it increased by $1.8 million. The significant increase is a result of the budget estimate being
submitted prior to the knowledge that the Past Service Pension Liability obligation would increase. This increase was
generated after the newly engaged Actuary of the Public Service Pension Board’s consultant (Mercer) used more
current actuarial assumptions, which resulted in an increase in the estimated unfunded pension liability by $1.1
million. This information was made available in August 2014 whilst the budget figures were presented in February
2014; hence it is reasonable that the budget figures were low. The Authority recognized the entire obligation in the
2013/14 financial year and expects that the future obligations will be more in line with budgeted figures now that the
Actuary is using up to date figures. The increase in the unfunded pension liability together with a small increase in
trade payables explains the difference between actual and budget.
Cash Balance - It is reasonable that the cash position is higher than originally budgeted due to prudent financial
management and the fact that not all capital projects were executed.
Ten Year Development Plant - The Authority continues to update the Ten Year Capital Development plan, which is an
integral part of The Authority’s ability to ensure that supply meets the expected demand, taking into consideration
growth rates as well as lead-time to complete major projects. As part of this budget process The Authority
conservatively estimates revenue and stringently manages expenses in order to maintain a key component of the
Mission Statement, “To operate in such a manner as to be financial self-sufficient while contribution to the economy
of these islands and achieving a reasonable and acceptable return on capital investments”.
In summary, The Authority ended the 30 June 2015 financial year in a strong financial position despite lower than
expected revenue, allowing the Authority to complete projects within the financial year without cash injections from
outside credit facilities.
Financial Performance Ratios:
It is reasonable that the current assets / current liabilities ratio is higher than expected as the cash position went from
an estimate of decreasing by $1.2 million to increasing by $1.9 million, a jump of over $3 million.
The Financial Performance Ratios are within expectation given the discussion above.
Maintenance of Capability
Human Capital Measures

Total full time equivalent staff

2014/15
Actual

2014/15
Budget

Annual
Variance

(Approved in LA)

126

123

3

5.0%

14.0%

(9.0%)

Senior Management

17

16

Nil

Professional Staff

11

14

(3)

Administrative / Field Staff

11

12

(1)

No actual
software
upgrades

No projected
software
upgrades

N/A

Staff turnover (%)
Average length of service (In Years)

Significant changes to personnel management system
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Physical Capital Measures

2014/15
Budget

2014/15
Actual

Value of total non-current assets
(NBV of Fixed Assets, inclusive of CIP)
Asset replacements: total assets
(Fixed Assets Purchased during the year / Total Assets)
Book value of depreciated assets: initial cost of those assets
(NBV of Depreciated assets / initial cost of those assets)
Depreciation: Cash flow on asset purchases
(Annual Depreciation / Cost of Fixed Assets Purchased)
Changes to asset management policies

Major Capital Expenditure Projects

Annual
Variance

(Approved in LA)

66,549,656

69,503,598

(2,953,942)

4.7%

6.9%

(2.2%)

59.0%

60.8%

(1.8%)

87.3%
None

92.7%
None

(5.4%)
None

2014/15
Actual
$

2014/15
Budget

Annual
Variance
$

(Approved in LA)

$

Lower Valley
– Reverse Osmosis Plant refurbishment
– Refurbishment of Feed Water Well Pumps

1,200,000

$1,300,000

(100,000)

-

$456,000

(456,000)

-

$612,000

($612,000)

$783,000
$ 24,000

$1,090,000
$246,000

($307,000)
($222,000)

-

$1,190,000

(1,190,000)

Red Gate Site
–

Construct new Pumping Station

Cayman Brac
– Extension of various size water mains
– Site Preparation
Waste Water Collection System
– CCTV Survey

Risk Management
Key risks

Status of Risk

Property / Employee / Public
Liability / Motor Vehicle

No Identified Change in risk
Status

Actions taken during
2014/15 to Manage risk
Adequate insurance
maintained to mitigate
the risk

Financial Value of risk
Value of deductible

Explanation of Variances
Human Capital Measures:
Total Full Time Staff Equivalent - The Authority continues to make a conscious decision regarding staffing and
evaluates each open position and ascertain whether it is an essential position. The Authority started the year with
123 employees, six employees left, filled nine vacant positions and welcomed home one scholarship student. There
were no new positions added within the Authority over the course of the financial year.
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Staff Turnover / Average Length of Service – The Authority is committed to providing a positive working
environment for staff and strives to reduce turnover by encouraging staff training, internal promotions, scholarships
and equitable market compensation, with the ultimate objective to retain valuable staff.
Major Capital Expenditure Projects:
Island of Grand Cayman – Misc. Extensions, System Connections, New Road expansion - To continue to
provide the high level of water reliability and quality to the residents of Grand Cayman, The Authority installed 376
new meters (2014: 376) at a cost of $168k (2014: $184), extended the pipeline 0.53 miles (2014:0.25 miles) at a cost
of $86k (2014: $25k) and made several purchases of large equipment for $647k (2014: $89k) most notably the
purchase of two water tankers for the Cayman Brac at a cost of $300k.
Cayman Brac - Water Distribution Extension and Expansion of the RO Plant – The Authority continues its
mission to provide the convenience of “piped water” to residents living on the North Side of Cayman Brac. In
December 2009, The Authority secured the vesting of 12.58 acres next to the Ashton Rutty Civic Center on the Bluff
to construct a Water Production, Storage and Pumping Facility to better service the residents in Cayman Brac. In
October 2013 a full New Works Crew was mobilized to Cayman Brac to commence the upgrades and extensions of
the water distribution pipeline. Since mobilization the crew has replaced 1,400 feet (0.85 mile) of pipeline along Bert
Marson Drive and installed a total of 26,818 feet (5.1 miles) of new distribution pipeline, investing $1.3 million into the
Cayman Brac infrastructure (2015: $783k, 2014: $478k).
Risk Management – The Authority recognises the risk associated with normal operations and mitigates this risk by
maintaining four comprehensive insurance policies with British Caymanian Insurance, a company associated with
Colonial Group International with an A- rating (as published by AM Best).
•
Commercial Combined Policy – to protect the physical assets (exclusive of vehicles) of the
Authority.
•
Comprehensive Vehicle Policy – to protect the fleet assets of The Authority.
•
Public / Products Liability Policy – to indemnify The Authority in respect of their legal liability to third
parties for Bodily Injury and / or Property Damage arising out of and / or in connection with their
activities and / or operations.
•
Employer Liability Policy – to protect The Authority in the event that an employee becomes sick or
is injured as a result of their employment.

5.

Summarised Financial Statements

A full set of financial statements for The Authority is provided in the Appendix to this Ownership Agreement.
A summary of the financial statements is as follows.

Operating Statement
Revenue
Operating and Administrative Expenses
Net Surplus/Deficit

Balance Sheet
Assets
Liabilities
Net Worth

2014/15
Actual
$

2014/15
Budget
(Approved in LA)

$
31,910,666
29,582,948
2,327,718

30,054,952
25,993,540
4,061,412

2014/15
Actual
$

2014/15
Budget
(Approved in LA)

85,027,999
16,673,733
68,354,266
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$
82,160,633
14,913,880
67,246,753

Annual
Variance
$
(1,855,714)
(3,589,408
1,733,694

Annual
Variance
$
2,867,366
1,759,853
1,107,513

Statement of Cash Flows
Net cash flows from operating activities
Net cash flows from investing activities
Net cash flows from financing activities

2014/15
Budget

2014/15
Actual
$

(Approved in LA)

$
6,191,648
(4,793,400)
(2,601,754)

8,604,677
(3,973,174)
(2,668,715)

Annual
Variance
$
2,413,029
820,226
(66,961)

Explanation of Variances
Explanations for variances are found in section 4 on page 5.

6.

Other Financial Information

Detailed below is information about specific financial transaction required to be included in the Ownership Agreement
by the Public Management and Finance Law (2010 Revision).
Transaction

2014/15
Budget

2014/15
Actual
$

(Approved in LA)

$

Annual
Variance
$

Equity Investments into Water Authority - Cayman

Nil

Nil

N/A

Capital Withdrawals from Water Authority – Cayman

Nil

Nil

N/A

100,000

100,000

$ nil

Government Loans to be made to Water Authority – Cayman

Nil

Nil

N/A

Government Guarantees to be issued in relation to Water
Authority – Cayman

Nil

Nil

N/A

Related Party Payments (Non Remuneration) made to Key
Management Personnel1

Nil

Nil

N/A

891,628

1,157,000

(262,006)

Dividend or Profit Distributions to be made by Water Authority –
Cayman

Remuneration2 Payments made to Key Management Personnel

2014/15
Actual
$
No of Key Management Personnel

7

2014/15
Budget
(Approved in LA)

$
7

Explanation of Variances
Transaction:
As part of the budgeting process, the Authority highlights the annual contribution to Government, which is approved by
the Board. Therefore, it is reasonable that there is no variance.
The optimal number of Key Management Personnel identified for The Authority remains at seven (7) as the Authority
streamlined operations and reporting structures. As at 30 June 2015, the Key Management Personnel are; the Director,

1
Key Management Personnel as defined by International Public Accounting Standards No 20, eg
Minister, Board Member and Senior Management Team
2
Remuneration as defined by International Public Accounting Standards No 20 Par 34(a)
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