Mission

To contribute positively to
national development by
providing high quality potable
water and
sewerage services to
residents and businesses
through a competent and
motivated team in a cost
effective and
sustainable manner.

NWC Service is ... a precious, life-giving

commodity at a most affordable price.

Vision
NWC is the #1
water services utility in the
Caribbean and Latin America
in terms of coverage,
customer satisfaction,
reliability, efficiency,

compliance and
viability.
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NWC Service is ... the convenience of
supply whenever you want it at the turn

of a tap.
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NWC Service is ...an essential supply
delivered at 1,000 times less than the
price of bottled water.

NWC Core Values
Hi-Taps

The core values of the NWC
are honesty, innovativeness,
transparency, accountability,
professionalism and self-suffi-
ciency; this is represented be-
low:

National Water Commission
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MESSAGE FROM

THE MOST HON. ANDREW
MICHAEL HOLNESS, ON, MP
PRIME MINISTER

The Government identifies water and water
related services as major contributors in Ja-
maica’s economic development process. As
the largest provider of potable water, the
National Water Commission (NWC) remains
one of the country’s critical agencies that
will drive development.

It is important that the NWC's operations
are efficient, as this creates a ripple effect
in other commercial, residential and indus-
trial activities.

With  its nearly JS30  Billion in
expenditure each vyear, the National
Water Commission remains an important
enterprise in the Ministry of Economic
Growth and Job Cre-ation’s programme
of growth stimulation. As a billion dollar
enterprise fully owned by the
Government, but intended to operate
based on the revenues it generates, it is
important that the NWC be financially vi-
able. We therefore took serious note of
the grave concerns expressed by the
indepen-dent auditors in regard to the J$4
billion loss suffered in 2016 by both the
Group and the Commission itself.

Following the implementation of several
initiatives the 2017 audit has shown sig-
nificant improvement; in that the losses
have been reduced to $1,562,584,000
(as against $4,110,716,000 in 2016) and
$1,787,970,000 (as against $4,190,997,000

in 2016) for the Group and the Commission,
respectively.

We are however not yet satisfied as we note
the auditors indication that, although bet-
ter than last year, there still exists “mate-
rial uncertainty that may cast doubt about
the Group’s and the Commission’s ability to
continue”.

Consequently, those efforts that have re-
sulted in the reduction in losses must be
intensified and augmented to ensure sus-
tained profitability going forward.

The Government remains steadfastly com-
mitted to the success of the National Wa-
ter Commission. We will seek to improve
the management of our water resources,
including infrastructure, so as to boost the
Commission’s ability to increase the supply
of potable water.

The Most Hon. Andrew Holness, ON, MP
Prime Minister
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Message from the
Hon. Dr. Horace Chang M.P.

Minister without Portfolio
Ministry of Economic Growth
& Job Creation

The National Water Commission’s (NWC)
performance in carrying out its mandate
of providing potable water and centralized
wastewater services to Jamaicans is con-
tained in this 2016 -2017 Annual Report.

With its many positive advances and pecu-
liar challenges the Commission has contin-
ued to provide a robust, efficient and reli-
able potable water supply service to over 2
million persons every day.

The delivery of water means that water
sources must be identified, developed and
harnessed from hundreds of wells, springs
and rivers then treated to meet interna-
tional potable standards. Following which,
and to meet customer satisfaction, the
water is distributed to hundreds of pump-
ing stations across Jamaica’s hilly terrain
through more than 11,000 kilometres of
pipelines.

Along with this complex process, the NWC
ensures the proper management of waste-
water which too must be suitably treated
and disposed of to meet our rigid environ-
mental standards.

As oulined in this Annual Report, the Com-
mission has made significant strides during
the past year as not only were the water
losses significantly reduced, but new proj-
ects were undertaken and many advanced.

These include the Non-Revenue Water Re-
duction Co-Management Programme in
Kingston and St. Andrew, the Caribbean Re-
gional Fund for Wastewater Management
(CReW) projects and the replacement of
kilometres of pipelines.

US Representative, Bud Shuster once said,
“Clean Water is not an expenditure of
government funds; Clean water is an in-
vestment in the future of our country”.
So, please be assured of my steadfast sup-
port in assisting to modernize the NWC and
to ensure that it achieves its Mission “to
contribute positively to national develop-
ment, by providing high quality potable wa-
ter and sewerage services to residents and
businesses through a competent and moti-
vated team in a cost effective and sustain-
able manner.”

As we work to make Jamaica the place of
choice to live, work, raise families and do
business, this Administration intends to ad-
here to the time frame set out by the Mil-
lennium Development Goal by ensuring that
all Jamaicans have access to potable water
by 2025.

Hon. Dr. Horace Chang, M.P.
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Message from the Chairman
of the Board of Commissioners
Senator Aubyn Hill

On behalf of the Board of Commissioners of the
National Water Commission (NWC), | am pleased to
present the Annual Report for the Commission’s
operations during the 2016/2017 financial year.

The Report provides a summary of the Commis-
sion’s main activities in developing, operating and
maintaining its extensive islandwide water supply
infrastructure and engaging with those who receive
its service. Our twin objectives are to satisfy our
customers’ needs and collecting their payments
for the services we provide. The audited financial
statements speak to the financial implications of
those actions.

The independent auditors highlight the fact that
the Commission needs to generate additional cash
flows to meet its significant debt service obligations
and other operational costs as part of the process
of regaining and sustaining profitability.

The Commission is fully committed to the goal of
being financially strong enough to provide essential
water services to facilitate the growth and develop-
ment of Jamaica, and to improve the productivity,
quality of life and well-being of its customers who
are the people of Jamaica.

Despite severe challenges and competing demands
for its limited resources and attention, the National
Water Commission is improving its financial position
as is shown by the significant reduction in the level
of losses as compared with the previous year. While
this is by no means a sufficient turn-around for the
enterprise, we hope that it marks the beginning of
a positive trend of improving the Commission’s fi-
nancial viability.

In order to achieve positive transformation and im-
proved performance, the Commission’s corporate
plan identifies four areas of focus for the next three
years. These are:

e Grow Revenue and Available Cash through the
reduction of non-revenue water (NRW), in-
creasing customer base, improving collections
and expanding infrastructure.

e Increase Operational Efficiency through NRW
reduction, energy improvement, improved
maintenance practices, timely equipment re-
placement strategy and the more efficient ar-
rangement and use of the people in our orga-
nization.

¢ Improve Customer Service Delivery and Public
Image through increased reliability of supply,
increased customer education, enhanced call
centre operations, and improved monitoring
of responses to customer issues and percep-
tions of the NWC.

e Build Staff Capacity through implementation
of a complete human resource development
plan, strengthening of the performance man-
agement system, and upgraded information
technology.

We remain fully committed to a process of continu-
ously transforming the National Water Commission
to better enable the achievement of national water
and growth objectives. As we achieve these growth
and better management objectives, we will provide
benefits to all our customers and other important
stakeholders.

Senator Aubyn Hill

National Water Commission n Annual Report 2017



Board of Commissioners

Senator Aubyn Hill Mr. Baron Stewart Mr. Dwight Sibblies
Chairman Deputy Chairman

Mr. Dane Marsh Mrs. Methelina Scarlett-Jones Councillor Jeremy Palmer
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Overview from the
President of the

National Water Commission
Mr. Mark Barnett

The 2016/2017 financial year was an important one for the Na-
tional Water Commission. While it had its share of the usual chal-
lenges, activities and outcomes, the year also marked the start of
what is hoped to be a series of game-changing initiatives aimed
at arresting and reversing the areas of decline in the organization
and building on those areas of positive performance.

The Management and staff of the NWC are painfully aware of the
many challenges and issues that are facing us, but remain com-
mitted to implementing strategies aimed at transforming the
NWC into a successful and viable water utility.

For the year, repectively the Group and the Commission made a
loss of $1,562,584,000 (much less than the $4,110,716,000 loss
in 2016) and $1,787,970,000 (also much less than the
$4,190,997,000 loss in 2016). The Group and the Commission
repectively had an accumu-lated deficit of $33,286,182,000
(2016: $31,730,540,000) and $33,573,323,000 (2016:
$31,825,764,000) respectively.

These are not in any way acceptable or desirable results and we
are taking further steps to continue to turn this performance
around. We concur that the Commission’s ability to regain and
sustain profitability is being challenged in a number of ways.

It is recognized that the large receivables and accounts payable
portfolios, unacceptably high levels of Non-Revenue Water
(NRW), high levels of energy consumption and costs, among
other things, create a significant difficulty for the organization’s
success in delivering the desired quality of service to its
customers and stakeholders alike.

However, we intend to overcome these challenges to deliver on
our mandate, mission and vision of becoming the best perform-
ing water utility in the Caribbean and Latin America. Our strate-
gies are anchored on our four-pronged approach which includes
Building Staff Capacity; Improving Customer Service Delivery;
Increasing Operational Efficiency; and Growing Revenue and
Available Cash.
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Overview from the

President of the
National Water Commission

These strategies are interlinked and our vari-
ous activities are being prioritized with respect
to their contribution to these four primary
areas of focus. In each case, the Management
has identified a range of supportive activities
and targets that will be the base for achieving
the bigger outcomes. Hence, in the area of
Growing Revenue and Available Cash, it is rec-
ognized that we must reduce our net losses
and begin to earn a net profit of at least 5% by
2021; increase our customer base by at least
52,000 by 2021; increase the coverage of
both water and wastewater services by 2021
to approximately 82% and 30%, respectively.

As a statutory body operating under the aegis
of the Ministry of Economic Growth and Job
Creation, the National Water Commission is
essentially charged with the responsibility of
being the main provider of potable water sup-
ply and wastewater collection, treatment and
disposal services to the people of Jamaica.

For the Financial period 2016/2017, the ac-
cumulated Billed Revenue for the enterprise
stood at $27.2 Billion, 97% of the budgeted
amount of $28.1 Billion. When compared

to financial year 2015-2016 billed revenue

of $25.3 Billion, the NWC experienced

an increase of 7.4% for the financial year
2016-2017. Total collections for the period
amounted to $23,507,923,011, an increase of
approximately $300,000.00 over the previous
year.

Even while faced with very major challenges,
it is important to note that the National

Water Commission is still one of the nation’s
largest employers with approximately 2,000

permanent employees, funds its operations from
revenues collected from paying customers and is
the only enterprise that delivers:

potable water for national development;

water free for fire-fighting, protecting life and

property;

water at the convenience of the turn of a tap

across the island;

e potable water for the protection of public

health;

piped water for countless water uses/needs;

Wastewater services in more than a hundred

urban centres and communities;

»  Water at less than 1000th of the price paid for
bottled water; and

e the best tasting tap water in the Caribbean.

In addition, as part of our corporate social re-
sponsibility, the NWC sponsored or participated in
a wide range of educational initiatives, outreach
activities and good causes across the country. Mil-
lions were contributed through our youth summer
employment programme, educational scholar-
ships, other national programmes and charitable
Causes.
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Overview from the

President of the
National Water Commission

During the year, we worked on our mission not
only in our continuous work to provide water
and wastewater services for the benefit of our
customers and the country, but also in the
more than 125 major capital projects at various
stages of development and implementation to
expand and improve our services.

Chief among these major project undertakings
for 2016/2017, is the JS5 billion 5-year Kingston
and St. Andrew Non-Revenue Water Reduction
Co-Management Programme which began in
earnest in the third quarter of 2016.

The programme, being conducted along with
Co-management partners and international
water efficiency experts Miya, is essentially
aimed at cutting by half the 57% level of Non-
Revenue Water (NRW). NRW is simply water that
has been produced and is “lost” either as real
or physical losses (through leaks and overflows,
for example. on one hand, and as apparent or
commercial losses (for example through unau-
thorised use, theft and meter under-registra-
tion) plus authorised unbilled use such as water
supplied for fire-fighting from hydrants.

The Audit and Preparation Phase of

the programme has been completed
and many activities under the Execu-
tion Phase are underway. Several pieces
of specialized equipment, material

and tools have been procured. More
than 40,000 state-of-the-art customer
meters were procured and installed in
the area. Hundreds of data loggers and
valves have been procured and installed
on the network to facilitate access to
current data on flows and pressure to
enable the development of an appropri-
ate hydraulic model to inform and enable better
management of the network. Complementary
to this is the simultaneous installation of a
SCADA (supervisory control and data acquisition)
system for Kingston and St. Andrew. Several
components of a comprehensive training pro-
gramme have also started.

Perhaps the most visible element of the pro-
gramme is the active leak detection programme
which began in the 3rd quarter of 2016 and is
continuing with hundreds of visible and non-
visible leaks being detected and repaired each
month. A customer census and GIS Mapping
project has also started.

Regrettably, there will be some unavoidable in-
conveniences during this improvement process.
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Overview from the

President of the
National Water Commission

Energy costs remain a very significant issue for
the NWC, accounting for about one quarter of
the NWC’s operating costs. For financial year
2016/2017, both the energy consumption

and the cost of electricity to the Commission
increased. The electricity cost increased by 12%
to J$5,848,225,564.57 while the consumption
increased by 5% to 203,778,132.61 kWh.

These increases occurred despite several initia-
tives during the year to reduce NWC's energy
consumption and energy costs. These initiatives
continue and included a Lighting Efficiency
Project, rate changes, a request for proposals
(RFP) for 2.18MW of Photovoltaic Energy, an
MOU signed with the Petroleum Corporation

of Jamaica (PCJ) for a Renewable Energy and
Energy Efficiency Project, and an energy ef-
ficiency grant agreement with the United States
Trade and Development Agency (USTDA).

In the 3rd quarter of 2016/2017, the NWC
signed a significant agreement with the United
States Trade and Development Agency (USTDA)
for the provision of technical assistance to the
value of more than US$1M to partially fund an
Energy Efficiency and Renewable Energy Proj-
ect at the NWC. Work on the feasibility studies
under that agreement were advanced during
the year with a view to enabling the Commis-
sion to effectively reduce its energy consump-
tion and meet some of its energy needs from
renewable energy.

Another significant development during the
year was the implementation or continuation of
a series of initiatives aimed at encouraging bet-
ter payment behaviours by customers. During

the year, we re-offered an amnesty to custom-
ers in arrears and we also provided a summer TV
give-away incentive to customers paying in full
and on-time. This was in addition to the con-
tinued programmes such as the Early Payment
Incentive of $250 per month, the Welcome
Back Programme and the Social Intervention
Revenue Enhancement Programme (SIREP),
among others.

The management and staff are committed to

delivering on our Value Propositions that are:

* We promise our valued CUSTOMERS easy
access to high quality potable water and
wastewater services while being responsive
to their needs; and

e We promise to work with our REGULATORS
in being compliant, accountable and trans-
parent in all we do as we provide value for
money.

As part of a continuous improvement thrust,
the Government of Jamaica and the NWC
remain keenly interested in partnering with oth-
ers in improving potable water and wastewater
services for the benefit of all Jamaicans.

Further details on many of these and other
areas of the Commission’s operations during
2016/2017 are found in the reports that follow.

Mark Barnett
President
National Water Commission
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Meet The NWC Executive
Management Team

MR. MARK BARNETT
President of the National Water Commission

MR. KEVIN KERR MR. GARTH JACKSON
Vice President - Divisional O ions | West Vice President - Engineering and Capital Projects

MR. MICHAEL DUNN MR. VERNON BARRETT
Vice Presi - Divisi Operations | East Vice President - Investment and Performance Monitoring

MR. FABIAN CHRISTIE MS. MICHELLE CAMPBELL
Acting Chief Financial Officer (CFO) Vice President - Corporate Services
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ENGINEERING & CAPITAL
PROJECTS DIVISION

The Engineering & Capital Projects Division is head-
ed by Chief Engineer/Vice President Garth Jackson
and has responsibility for the implementation of
the National Water Commission’s capital pro-
gramme across the island as well as drafting and
reviewing technical and engineering standards for
equipment, material, processes and workmanship
applied in the NWC'’s operations.

In the 2016-2017 financial year, there were ap-
proximately one hundred and twenty-five (125)
projects or contracts of various types - water,
wastewater, hydrogeological at investigation &
preliminary engineering, detailed design, procure-
ment, construction and maintenance - at differ-
ent stages of the project implementation cycle.

STATUS OF CONTRACTS/PROJECT COMPONENTS

24
11
17
0
7
79

Status Update on Functional Areas of

the Division

Specific activities undertaken during the
2016/2017 reporting period in the areas of
Project Formulation & Development included
preparation of the NWC's Capital Investment
Programme (2015 - 2030); preparatory studies
for the Hermitage Dam Rehabilitation Project;
upgrading of water and sewage pipelines in col-
laboration with the NWA’s MIDP road programme;
assessment of the Kingston Hydrologic Basin; de-
velopment of a National Baseline Hydrogeologic
Survey assessing the performance of the Artificial
Groundwater Recharge System; implementation
planning for Mona Heights/Hope Pastures Sewer-
age; upgrading of the Negril Sewage Treatment
Plant; upgrading water & wastewater facilities

WASTE- | HYDROGEO-
WATER | WATER LOGICAL TOTAL
20 2 15 37

1 14 41
2 0 13
4 2 23
0 0 0
4 0 11
15 31 125

in Greater Savanna-la-mar; Central Sewerage
System Master & Development Planning for Old
Harbour, May Pen, Mandeville and Falmouth; ap-
praisal of the Downtown Kingston sewer
network; study of the septage handling at
Greenwich Facility & preparation of the Master &
Develop-ment Plan for the Centralized Sewerage
System for Spanish Town; and Public Private
Partner-ship (PPP) Initiatives including 15 migd
Rio Cobre Water Treatment Plant.

In the area of Investigation and Engineering
Design, the Division undertook preliminary
engineering investigations and the building of
25 hydraulic models to facilitate the following
developments:-
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ENGINEERING & CAPITAL
PROJECTS DIVISION

Development Master Linstead/Ewarton, Southern Clarendon, Greater May Pen area &

Plans Norwood in St James.
Trouble shooting of
operational problems
Detailed working drawings, technical specifications and tender

Formulation of final documents for: a) Hounslow to Parrottee Distribution,St. Elizabeth
designs b) Essex Valley distribution network St. Elizabeth,

¢) Bogue Village to Ramble Hill, St James,

d) Norwood Sewer in St James as well as

e) Tawes Pen Sewage Treatment Plant reconfiguration
Develooment of To guide the design of projects including Liberty Gardens (St Ann); Log-
h drauﬁc network wood/Negril; Kemps Hill, May Pen & Longville (Clarendon); Christiana/
rr¥o el Spaulding (Manchester/Clarendon); Victoria Town (Manchester); Patton

Park/Richard Hall (St. Catherine); Bamboo/Higgin Town/Green Park (St
Ann); Mason Hall and Hamilton Mountain (St Mary); Chapleton to Trout Hall
(Clarendon); Tangle River/Maroon Town (St James) as well as for the
islandwide Operational Efficiency Improvement (Tank & Pump) project

Prioritization and

selection of projects For inclusion in the NWC'’s investment plan

During the year, preliminary engineering design In addition to the in-house services, external con-
works were also carried out using internal techni-  sultants have been engaged to provide detailed
cal resources on the decommissioning of the engineering designs for:-

Tawes Pen Wastewater Treatment Plant and the

transmission of sewage to an ungraded Horizon i) the Millsborough/Dillsbury sewers;

Park Wastewater Treatment Plant; replacement ii) the emergency rehabilitation of five (5) sewage
of the roofs of the Constant Spring Water Treat- treatment plants, viz:- Vanzie Lands — Trelawny;
ment Plant storage reservoirs; replacement Eltham - St Catherine; Mineral Heights and

of the dislocated raw water pipeline from the Hayes (2)- Clarendon;

Rams Horn tunnel to the Constant Spring Water iii) Papine/Hope Pastures / Mona Sewers; and
Treatment Plant; rehabilitation and upgrading iv) Hermitage Dam Rehabilitation Programme.

of NWC's Port Maria office; and replacement of
pipelines between Wakefield and Bunkers Hill,
Trelawny in conjunction with the National Sugar

Transformation Project.
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ENGINEERING & CAPITAL
PROJECTS DIVISION

In the area of Hydrogeological Services, the
Division undertook rehabilitation and telelogging
services at a number of our sources. Preparatory
work has been done for the following facilities to
be rehabilitated and or augmented for the next
financial year:

As of January 2016, the Engineering and Capital development fees amounting to
Projects Division has assumed responsibility for the  $1,017,286,538.00 ($827,422,472.00 water
land development review and approval functions and $189,864,066.00 wastewater) being levied.

of the Commission. During the financial year, a Fees collected amounted to $78,076,961.52
total of 694 applications were received. An overall ($59,984,161.52.00 water and $18,092,800.00
total of 3,106 applications were processed — wastewater).

including some backlogged applications - with

Project Implementation
Twenty-six (26) contracts are at various stages of the procurement process:-

. Black River water supply: Sandy Ground to Exchange - Pipeline
Replacement

. Black River water supply: Sandy Ground to Exchange - Supply of
Pipeline Material

. CReW Works Supervision for 13 Wastewater Treatment Plants

. CReW- Rehabilitation of 5 Mechanical Systems

. Duhaney Park Sewer Replacement
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ENGINEERING & CAPITAL
PROJECTS DIVISION

Dunbar’s Corner to Manning High School - Supply of Pipeline Material
Dornoch Water Supply - Baron Hill to Samuel Prospect: Material Supply
Essex Valley Galvanized Tank for Long Hill - Phase 1F

Essex Valley Galvanized Tank for Nain Relift - Phase 3B

Essex Valley M & E 3A - Nain Relift Station

Essex Valley M & E 4A - Myersville Distribution

Luana Well Station to Middle Quarters Square- Pipeline Replacement
Procurement of Pipes, etc., for Sundry Projects - Lots 1b, 2, 4 & 5
Procurement of Pipes, etc., for Sundry Projects - Lots1a, 3 & 6

Rural Water Supply Limited (RWSL) - Mason River/Kellits/Sandy River Water Supply -
Pipelaying Contract, No. 2

RWSL-Tank and Pump Ops Efficiency - 5 Groups of Pumps

RWSL-Tank & Pump Ops Efficiency - 5 Groups of Tanks

RWSL-Agualta Vale/Islington/Highgate Water Supply - Pipeline No.1
RWSL-Agualta Vale/Islington/Highgate Water Supply - Civil Works No.1

L] L] L] L] L] L] L] L] L] L]

L] L] L] L]

Pre- Construction Stage
Eleven (11) other contracts are at the pre-construction stage in various parishes as
indicated on the map below.
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ENGINEERING & CAPITAL
PROJECTS DIVISION

Construction Stage
Similarly, twenty-two (22) other contracts were under construction all across the country
during the course of the financial year, as indicated below.

H.W.C. ISLANDWIDE WATER &
SEWERAGE PROJECTS
Progecin - Conminection Stage sw of Janusry 2097

The Engineering and Capital Projects Division also
continued to provide Construction Supervision
services for several contracts. In addition, contract
management support has been provided to the

Operations Division for the replacement of dam- %

aged sanitary trunk sewers along North Street, Completion
Kingston Container Terminal, Ashenheim Road, 20
Constant Spring Road and Coleyville Avenue. 100

55
Rural Water Supply Ltd / K-Factor 95
programme 50
Under the first tranche of this programme, seven 45
(7) projects are being implemented; the estimated 100

physical achievement is shown:-
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Operational Efficiency Improvement
Programme
The key objectives of the Operational Efficiency
Improvement Programme - commonly called the
Tank & Pump - were to:-
1.Effect a substantial reduction in the
NWC's energy consumption.
2.Improve service delivery/reliability of
supply to customers.
3.Reduce contingent NRW.

The overall scope includes two hundred and
eighty-eight (288) tanks and one hundred and

ENGINEERING & CAPITAL
PROJECTS DIVISION

sixty (160) pumps located islandwide. Work has
been separated into discrete phases with the

first phase focused on sixty-eight (68) tanks and
seventy-two (72) pump sets. The total cost of this
phase is approximately $41.1 billion with $700 mil-
lion for the tanks and $385 million for the pumps.

Maintenance Stage

As at January 2017, a further fifteen (9) com-
pleted contracts were being monitored during
the Defects Liability Period. These too are scat-
tered all across the island as indicated below.
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ENGINEERING & CAPITAL
PROJECTS DIVISION

Budget Provision & Expenditure

Budget space of J$8.726 billion had been ap-
proved by Parliament for FY 2016/17 with fund-
ing sourced as follows:

IDB -L/A N0.2633
-CReW
-Hermitage Dam

$3.185B (37%)
$0.702B (8%)
CDB $ 0.089B (1%)
K-Factor $2.111B (24%)
In-House Revenue $2.439B (28%)
Other Loan (Proposed) = $0.200B (2%)

TOTAL = § 8.726B

The Engineering and Capital Projects Division, de-
spite severe limitations in its staffing complement
and other resource allocation challenges during
2016/2017, provided the National Water Commis-
sion with the essential engineering and technical
advice and support which are at the core of the

The allocation of the budget can be further disag-
gregated as 88% to potable water and 12% to
wastewater or 69% dedicated to urban areas and
31% dedicated to rural communities.

At year end, expenditure totaled $5,347.25M or
61% of the approved capital budget. This short-
fall was due largely to delays in the acquisition of
Client Supplied Pipes and Fitting, challenges with
the procurement procedures as well as challenges
with the timely availability of funding.

Total Expenditure
FY2016/17 J$m

2,459.45
625.83
21.87
361.25
569.68
132.91
147.82
180.75
847.67

5,347.25

provision of good water and wastewater services.
This dedicated, professional effort in managing
the more than 100 projects within our portfolio
will continue for the next financial year.
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The Divisional Operations Western, like the
Divisional Operations Eastern, was created in
January 2016 as essentially a reversion to the
operating structure that existed prior to 2011.
Headed by Vice President Kevin Kerr, the Divi-
sion takes in what would previously have been
the core areas of the Technical Operations and
Customer Service Divisions of the NWC in the
western part of the island.

Other Divisional leaders reporting to the Vice
President, Divisional Operations Western during
the year included: Regional Water Supply and
Distribution Managers Dr. Richard Meggo and
Jermaine Jackson; Regional Customer Service
Managers Richard Williams and Herman Fagan;
Potable Water Systems Maintenance Manager

Billy Meikle; Maintenance Manager, Curtis Thom-

as; Divisional Engineer, Carlton Green; Revenue
Recovery Manager (Acting) Marcelyn Murray;
Quality Assurance Manager, Nadine Patterson;
and Community Relations Manager, Teisha-Ann
Pinnock.

Divisional Operations Western is charged with
the primary responsibility of both overseeing
the activities of the functional areas of Water
Operations, Wastewater Operations, and System
Maintenance, as well as seeing to the provision
of high quality of customer service and bill-

ing and revenue collections operations in the

6 western-most parishes of Manchester, St.
Elizabeth, Westmoreland, Hanover, St. James
and Trelawny.

The Division is responsible for service deliv-
ery and is the main point of contact with the
NWC’s customers in the west. As in the east,

NATIONAL
WATER
COMMISSION

the Division seeks to be continuously involved in
the improvement of high quality water service
through the use of the most effective, reliable,
economical and technology-driven processes
within the limit of our resources.

The NWC operates a total of 71 water supply
systems in the Western Division, producing an
average of 11 billion litres of water monthly.
Fifteen (15) wastewater systems are also oper-
ated in these western parishes. Many of these
facilities serve discrete housing developments
and utilize many different types of wastewater
treatment technologies. There are approximate-
ly 3,500 kilometres of pipelines in the Western
Division.

The billed revenue recorded for the Division was
$8.2 billion while consumption stood at 24.4
million litres from 152,805 customer accounts
(representing 31% of NWC's total islandwide
customer base), and 496 employees (represent-
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ing 26% of NWC'’s total full-time work force).
Approximately 985,000 meters were scheduled
to be read, of which 950,217 were read repre-
senting 96%.

In keeping with our Vision and Mission, a num-
ber of new initiatives were undertaken during
the period under review aimed at effectively
communicating with our customers and
improving the overall customer experience.
Highlights of the performance of the 3 specific
geographic areas and functional departments
during the 2016/2017 financial year are sum-
marized below.

St. James/Trelawny Area

These two adjoining northwestern parishes are
managed as a single Area in most respects.
The Area’s customer base consists of 59,835
accounts, of which 23% are sewered accounts.
There are 4,886 commercial accounts, 54,419
residential accounts and the others are gov-
ernment accounts. Though representing only
about 10% of customer accounts, commercial
and government accounts including hotels,
guest houses and government institutions pro-
vide approximately 65% of the area’s monthly
collections.

During the same period, the Area experienced
the closure of some business ventures and the
(re-)opening of others, resulting in the fluctua-
tion of its billing and collection figures. This,
along with new housing developments in the
area, has caused growth both in the revenues
and customer accounts. Customer growth for
the period was 2% for St. James and 3% for
Trelawny.

For the financial year, the Area collected an
average of $314.58 million out of an average
monthly billed revenue of $368.67 million.
During the year, the Area paid particular atten-
tion to inactive accounts that were registering
consumption.

The St. James/Trelawny Area received approxi-
mately 3,530 enquiries, requests and complaints
monthly with 97% and 98% being successfully
resolved monthly. The average percentage of
active meters read each month was 97%.

Hanover/Westmoreland Area

The two western-most parishes of Jamaica, Ha-
nover and Westmoreland, form an Area that has
43,985 customer accounts. The greater majority
by far of these accounts are situated in West-
moreland. 20,863 complaints were received
during the period with 20,186 being resolved
within the required 30 days.

During the period April 2016 to March 2017, the
Area maintained a 94% average in meter
reading, despite a number of challenges. At the
same time, the Hanover/Westmoreland Area
was able to maintain a 92% Collections/Billing
ratio based on the strategies implemented,
collecting more than $2.376B of the $2.6018B
billed.

Manchester /St-Elizabeth Area

Manchester and St. Elizabeth together consti-
tute another Area with a total of 48,985 cus-
tomer accounts at the end of the financial year.
1,325 of those customer accounts were added
during the year, a 44% increase compared to
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the number of new accounts added in the
previous financial year.

The total revenue billed for the financial year
ending March 31, 2017 was $1.38B, a 3%
increase compared to the previous financial
year. The total collections for the financial year
amounted to $1.157B, a marginal increase
compared to the previous financial year.
Collections represent 84% of the total billing
for financial year, a 2% increase over the last
financial year.

The Revenue Recovery Department

The Revenue Recovery Department (RRD) exists
to protect the integrity of the National Water
Commission’s revenue base while also dealing
with the problem of customer delinquency.
Tasks required to ensure that the primary
objective is achieved include following up to
ensure that customers supplied with water
services are billed for actual usage and that
payments are made and received in a timely
manner.

The Department also worked to identify and
regularize or prosecute persons trespassing on
the works of the Commission and illegally ac-
cessing the Commission’s services as well as tak-
ing legal action to encourage payment of debts
and to discourage trespassing on the works of
the Commission.

During 2016/2017, the Revenue Recovery
Department monitored tens of thousands

of inactive accounts, investigated more than
seven thousand supplies and found 5,675 to

be illegally re-connected to the NWC system.
More than one thousand four hundred of these

accounts or just about a quarter of these ac-
counts were regularized and payments amount-
ing to $82.3M collected. 4,862 supplies were
disconnected by the Department during the
year under review, 5% more in the previous
year. We also increased the use of tamper-
proof plugs and issued 1,689 letters of demand
for payment, up 5% on the previous year.

During the year, 11 persons were success-

fully prosecuted for revenue-related breaches.
Although less than the year before, these cases
consumed much staff attention, time and other
resources. Regrettably, the deterrent effect of
prosecutions is often frustrated by the long,
drawn out process, with many prosecuted per-
sons failing to attend court and necessitating
the issuing of bench warrants for their arrests.
Also of concern is the average length of time
that these cases require for completion.

To complement these investigative and pros-
ecution activities, we also engaged the services
of Bailiffs. This programme will be expanded in
financial year 2017-2018 with some contracts
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already signed with Debt Collectors to assist in
the management of our bad debt portfolio for
the western parishes. Continued investigation
of inactive accounts resulted in at least 50 ac-
counts being updated on Customer Suite (CS).
Commercial and residential areas in several
major towns were audited, including in Savan-
nah-la-Mar, Negril, Deeside, Chester Castle, and
Hopewell.

Community meetings were also held across the
Division to respond to service level concerns

by customers as well as to speak to challenges
being faced by the Commission in stemming
water theft and delinquency, and in encourag-
ing regularization of accounts.

These and other measures will be intensified
during 2017-2018 in order to achieve targets
set for that period.

Maintenance

As part of the NWC’s Predictive Maintenance
programme, equipment are monitored to
detect any meaningful change in the estab-
lished baseline for condition for vibration of the
pumping units; insulation resistance and circuit
analysis of motors; current readings; volt-

age readings; temperature of motors, motor
starters and circuit breakers; power; pressure
and flow readings. This is with a view to detect-
ing maintenance related problems early and
correcting them before catastrophic failure,
wherever possible, and thereby reducing both
repair costs and downtime.

During the year, the Department installed and
commissioned all across the Division more than
thirteen (13) new pumping units acquired un-

der the Tank and Pump programme and main-
tained an average 95% equipment availability.

Community Relations

During 2016-2017, the Community Relations
Department sought to engender greater aware-
ness, improve communication with stakeholders
and increase visibility through an intensified
public education and customer engagement
programme. Over the period, the Department
increased contact points, expanded its public
education campaign and created more op-
portunities for customer engagement through
greater involvement in corporate and commu-
nity-based initiatives.

The Department also continued its support

of inter-agency programmes, which provided
further avenues for engagement, outreach and
dialogue through collaborations with the Social
Development Commission, Municipal Corpora-
tions, Jamaica Social Investment Fund, Office of
Utilities Regulation, Jamaica Constabulary Force,
Planning Institute of Jamaica and community-
based organisations.

For the period under review, the Department
disseminated 185 news releases; facilitated 708
individuals from 24 institutions for tours of its
Great River, Martha Brae, Logwood, Moravia and
Two Meetings water treatment facilities; coor-
dinated and or participated in approximately 40
community meetings, 75 public education ses-
sions and 3 significant outreach activities (two
at Clifton Boys Home in Westmoreland and one
at Bethel Town Police Station in Westmoreland).
We also arranged contributions to 3 charity
events.
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Divisional Operations Eastern, headed by Vice
President Michael Dunn, is charged with the
primary responsibility of both overseeing the
activities of the functional areas of Water Op-
erations, Wastewater Operations, and System
Maintenance, as well as seeing to the provi-
sion of high quality customer service, billing
and revenue collections operations in the 8
eastern-most parishes of Portland, St. Thomas,
Kingston, St. Andrew, St. Mary, St. Catherine,
Clarendon and St. Ann.

Other members of the management team in
the Division during the year reporting directly
to the Vice President were: Regional Water
Supply and Distribution Managers, Phillipa
Campbell-Francis, Jermaine Jackson and Keon
Hinds; Regional Customer Service Managers,
Pamela Martin, Jennifer Wright, Carol Carr (act-
ing) and Herman Fagan; Potable Water Systems
Maintenance Manager, Billy Meikle; Wastewater
Manager, Patrick Daley; Revenue Recovery Man-

ager, Ferdinand Kennedy; Programme Manager,
SIREP, Lorna Franklin; Quality Assurance Manager
(Acting) Carole Fisher-Tomlinson; Community
Relations Manager( Acting), Ann Bolt; Billing
Manager, Diana Tyme; Computer Operations
Manager, Nelia James and Manager, Commercial
Operations - Mary Carter Haynes.

The division is responsible for service deliv-

ery and is the main point of contact with the
majority of the NWC's customers islandwide.
The division seeks to be continuously involved in
the improvement of high quality water service
through the use of the most effective, reliable,
economical and technology driven processes
within the limit of its resources.

Within the Eastern Division, the NWC operates
more than 280 water supply systems, produc-
ing an average of 18 billion litres of water
monthly or 216 billion annually. Fifty-eight (58)
wastewater systems are also operated in these
eastern parishes with the largest of these being
the Soapberry Sewage Treatment plant. Many of
these facilities serve discrete housing develop-
ments and utilize different types of wastewater
treatment technologies.

The Eastern Division is the larger of the 2
geographical divisions with 297,437 customer
accounts and 1,194 employees (representing
approximately 60% of NWC’s total full-time work
force). Approximately 2 million meters were
read, of the 2.1 million that were scheduled to
be read. The billed revenue recorded for the Di-
vision was $19 billion while consumption stood
at 62.6 million litres.
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Highlights of the performance of the specific
geographic areas and functional departments
during the 2016/2017 financial year are sum-
marized below:

Kingston and St. Andrew/ St-Thomas Area
The parishes of Kingston, St. Andrew and St.
Thomas are grouped together as one Area un-
der the control of a single management team
operating out of the Commission’s Marescaux
Road complex. In many ways, this Area is the
most critical in the Commission, not only com-
manding the largest share of the Commission’s
revenues but also serving the most residential,
government and commercial customers as well
as having the highest concentration of critical
facilities and infrastructure.

At the end of financial year 2016/17 the Area
had a total of 106,299 active customer ac-
counts. This was one percent (1%) more than
the number of active accounts at the end of
the previous financial year.

During the financial year the Area received
21,258 complaints and queries from custom-
ers. Ninety Six percent (96%) or 20,312 of these
were resolved within 30 working days and more
than 75% within 1-5 days in keeping with our
policy.

On average, the Area read 92% of meters as-
signed each month. Billed revenue for the
2016/2017 financial year amounted to $10.78
billion, while collection was $9.50 billion; achiev-
ing a collection/billing ratio of 88%.

St. Catherine Area

St. Catherine is one parish managed as a distinct
Area in the National Water Commission. Notwith-
standing, it has the second largest customer base
comprising of 88,856 active accounts and 20,241
inactive accounts up from 88,048 and 19,764
reported last year. Of these 109,277 accounts,
105,360 are residential while 3,612 are commer-
cial accounts and the remaining 305 are Govern-
ment and School accounts.

On average, the Area read approximately 84% of
the assigned meters for reading each month. The
revenue billed for the period April 2016 to March
2017 amounted to $4.42 billion while collections
amounted to $3.65 billion, an 83% collection to
billing ratio.

The parish has been making significant strides in
resolving or providing feedback within 30 working
days of receiving a complaint. The area received
91,607 complaints and queries for the financial
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year and resolved 96%. The parish received
3,368 E-bill requests for the period bringing the
total to 23,775 accounts receiving bills via email
the financial year.

Approximately 1,800 customers participated

in the Debt Rationalization Initiative Pro-
gramme, and received write-offs amounting to
§43,985,151.53.

Unlike other areas, St. Catherine continues
Saturday office openings in Portmore in an
attempt to provide greater convenience for
customers.

St. Mary/Portland Area

Together the northeastern parishes of St. Mary
and Portland form another Area in the National
Water Commission’s customer service opera-
tions. At the end of 2016/2017, the Area had

a total of 37,194 customer accounts, with

St. Mary accounting for 23,438 and Portland
13,756.

The Area, through a variety of deliberate inter-
ventions, added 682 new accounts during the
year and generated $1.07B in billed revenue
and collected $905.39M. This equates to a col-
lection to billing ratio of 84%. On average, the
Area read 96% of all meters scheduled for read-
ing each month.

The Area logged an average of 2,999 com-
plaints, queries and requests monthly, and of
this amount 98% were addressed and resolved
within 1-30 days.

Replacements of 3.5 kilometres of 2” and 4”

pipelines were undertaken in both parishes, result-
ing in improved service in the communities of
Gully Road, Sports Road, St Margaret’s Bay, Mount

Pleasant, Passley, Muirton Pen, Browns Avenue,
Hopefield and Charles Town.

>~ '~‘

St. Ann Area

St. Ann is the largest parish and is treated as a
stand-alone Area in respect of our Commercial
operations. At the end of 2016/2017, it had a
total of 26,069 customer accounts with a number
of high consumption commercial accounts result-
ing in approximately 40% of the water supplied in
the parish being used by commercial customers.

During 2016/2017, the St. Ann Area achieved an
88% collection/billing ratio by collecting $1.505
billion of a total $1.709 billion that was billed. On
average, the Area read 95% of all meters sched-
uled for reading in the parish each month.

The Area received an average of 2,016 queries,
requests and complaints monthly. Of this amount,
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98% were addressed within the stipulated time
frame of 1-30 days.

In an effort to improve service to our custom-
ers within the parish, a number of projects were
undertaken, resulting in the replacement of 2.5
km of 4" pipelines, which improved service to
the communities of Middle Street, Corn Piece
Street and Pentecostal Street in the Exchange
Area and 12km of 6”pipelines improving service
to the communities of Dumbarton, sections of
Bellaire and Golden Grove. Additionally, 1km of
2" pipelines were laid, improving service to the
communities of Priory and Pimento Walk.

Clarendon Area

The Clarendon Commercial Area recorded a
total of 39,019 customer accounts at the end
of the financial year. As many as 1,436 of those
customer accounts were added during the
year, a 25% increase compared to the number
of new accounts added in the previous financial
year.

The total revenue billed for the financial year
ending March 31, 2017 was $975M, represent-
ing a 4% increase compared to last financial
year. The total collections for the financial year
amounted to $729M, a 2% decrease compared
to the previous financial year.

Collections represented 75% of the total billing
for financial year ending March 31, 2017. This
represents a 5% decrease over the last financial
year.

The Revenue Recovery Department (RRD)
During 2016/2017, the Revenue Recovery De-

partment monitored more than 15,000 accounts
and found 6,422 to be illegally re-connected to
the NWC system. As a result, 770 of these ac-
counts were regularized and payments amounting
to $169.2M collected. At the same time, 3,170
supplies were disconnected by the department
and 4,188 letters of demand for payment issued.

More than 350 cases were either prepared or
prosecutions effected during the year. This was
48% more than the previous year. In support of
these revenue recovery efforts tenders were
invited for debt collectors to be engaged by the
end of 2017.

There is continued engagement of inner city com-
munities with a view to regularizing their accounts
and increasing collections for services provided.

Wastewater Department

Within the Divisional Operations Eastern, the NWC
operates some 58 wastewater treatment plants
and some 65 pumping stations. While most of
these facilities are discrete housing developments,
there are central sewerage systems for much of
Kingston, St. Andrew and St. Catherine with over
60% of the volume of sewage being treated at the
Soapberry Sewage Treatment Plant. These waste-
water treatment facilities utilize various types of
wastewater treatment technologies with Waste
Stabilization ponds treating the larger volume. In
addition to these facilities the department has the
responsibility to maintain a very large network of
sewers ranging from 4 inches in diameter to 48
inches.

Despite challenges, some major achievements
during this period included the commissioning
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into operation of the newly built Elletson Flats
and Boscobel Sewage Treatment Plants and the
completion of the transfer of sewage from five
(5) subseguently de-commissioned wastewater
plants in Portmore to the Soapberry plant.

Computer Operations

The 2016/2017 financial year for the Com-
puter Operations Department was mainly one
of assessment and amendment to our inter-
nal processes to achieve the National Water
Commission’s goals and objectives. In an effort
to improve the timeliness of meter reading
submissions and timely billing of accounts,
new guidelines were implemented as of July

1, 2016. Since then, improvements have been
observed in both the notification and eventual
upload of late readings or readings submitted
via a second or third file for a given cycle.

The addition of new email addresses within the
customer information system grew at a steady
rate of about one thousand two hundred
(1,200) per month during the period. The count
increased from a total of sixty nine thousand
one hundred and seventy eight active accounts
(69,178) at the beginning of April 2016 to
eighty five thousand and sixty three active ac-
counts (85,063) as at the end of March 2017.

As at March 2017, contractor delivery of water
bills accounted for approximately forty one
(41) percent of the total bills. Approximately
eight million, seven hundred and ninety five
thousand dollars ($8,795,000.00) in savings are
being realized yearly from the department’s
continued management of bills for delinquent
accounts.

Five thousand eight hundred and seventy five
(5,875) customers across all parishes were
surveyed by telephone to ascertain the level of
service being provided by the post office and
bill delivery contractors on our behalf. Ninety-
five (95) percent confirmed receipt of the prior
month’s water bill. In addition, four hundred
and sixty four (464) respondents from eight (8)
communities in Clarendon were polled and 96%
expressed satisfaction with the timely delivery
of their water bills.

Meter Reading and Billing

During the year the Meter Reading and Billing
Department conducted the following core
functions:

e Read approximately 250,000 meters per
month;

e Monitored, analyzed and processed ap-
proximately 127,735 exceptions monthly;

e Timely installation of meters on our Cus-
tomer Suite;

e Conducted approximately 13,800 field
investigations per month;

e Managed, coordinated and posted manual
adjustments;

e Analyzed billed sales and report on the
implications for financial targets.

Maintenance Department

Despite several challenges facing the depart-
ment over the financial year, the department
maintained and repaired the wide range of
electro-mechanical equipment associated with
activities of the Commission and its many facili-
ties as well as upgrading of a few facilities and
the installation of new pieces of equipment at
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others. The acquisition of two (2) new lathes
for the Machine Shop, replacing 2 30-year-old
ones, has improved productivity and morale of
the staff.

The Department was able to realize major
savings on behalf of the Commission through
in-house servicing of air-conditioning units,
electric motors, pumps, chlorinators and water
meters amounting to $167M in savings. Direct
savings of more than $27M during the year
were similarly achieved from the Predictive
Maintenance Programme.

The Department continues to champion the
strengthening of the Predictive Maintenance
Programme s0 as to maximize the useful life of
the equipment, minimize costs directly attribut-
able to equipment service and repair, minimize
the frequency and severity of interruptions

to operation process, maximize production
capacity of the given equipment resources,
and to safeguard the return on investment

by maximizing plant utilization with minimum
downtime. This is to be done as part of the
development of a maintenance culture that
moves from reactive to a Total Production
Maintenance philosophy and culture.

Community Relations

For the year under review, the Community Re-
lations Department continued its close collabo-
ration with agencies such as the Jamaica Social
Investment Fund (JSIF), Social Development
Commission (SDC) and the Planning Institute of
Jamaica - Inter-Agency Network (PIOJ/IAN), the
Municipal Corporations, the Jamaica Constabu-
lary Force, and the Office of Utilities Regulations

(OUR), among others to engage stakeholders and
foster good relations in support of the Commis-
sion’s various initiatives.

The Department also stepped up its public educa-
tion drive by facilitating approximately 15 tours
accommodating about 1,000 persons at the major
facilities across the division each month; partici-
pated in more than 100 community meetings and
70 expositions and public events; and increased
the number of public speaking engagements at
various schools and organizations.

In addition, routine activities such as the dissemi-
nation of advisories to the media and general
public regarding service disruptions and an-
nouncements were carried out, along with facili-
tating customer service interactions. More than 40
news releases were issued from the department
each month.

The Community Relations Department (Eastern)
also maintained responsibility for the oversight
and coordination of the external call management
services, which handled approximately 23,000
inbound and 2,500 outbound calls each month
with a cadre of 18 agents.
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Division's Responsibility

The Division of Investment and Performance
Monitoring(IPM) was established to provide
support to the President and to take the lead in
charting the strategic direction of NWC, in con-
sultation with key internal and external stake-
holders. Headed by Vice President Vernon Bar-
rett, it has responsibility to establish, measure
and monitor key performance indicators (KPIs)
for the NWC’s functional areas to ensure that
key functionaries, such as the NWC Executive
and Management, are able to have a handle on
the “pulse” of the organization - being aware of
variances in expected performance in a timely
manner and be provided with the opportunity
to effect early corrections where necessary.

Corporate and Operational Planning

NWC's operational activities are closely linked to

a number of National Objectives and are geared

directly and indirectly towards achievement of

a number of the GOJ and National Development

Objectives including but not limited to the fol-

lowing:

¢ Vision 2030 development goal of potable
water service to 85% of the population

¢ Improvement in sanitation and protection
of the environment through the extension
of sewerage services in major towns

e Increasing access to Potable Water and
Sewerage Services

¢ Providing economic stimulus for various
sectors particularly through expenditures
on developmental projects and facilitation
of housing and commercial development
projects.

In consultation with key internal stakeholders,
the IPM Division prepared the Corporate and

Operational Plans for April 1, 2017 through

to March 31, 2021. The Corporate Plan charts
the approach for NWC to overcome the vari-
ous challenges that it faces to deliver on its
mandate and its vision of becoming the best
performing utility in the Caribbean and Latin
America. The Operational Plan outlines the strat-
egies and activities that will be undertaken to
achieve the corporate objectives presented in
the Corporate Plan. The four Corporate Objec-
tives are:

e Grow Revenue and Available Cash -
through NRW reduction, increasing the
customer base, improved collections, ex-
pansion of infrastructure and re-financing
of foreign currency debt.

* Increase Operational Efficiency — through
NRW reduction, energy improvement,
improved maintenance and equipment
replacement practices.

« Improve Customer Service Delivery and

Public Image - through increased reliabil-

ity of supply, increased customer educa-

tion, enhanced Call Centre operations, and
improved responses to customer issues and
perceptions.

Build Staff Capacity - through the imple-

mentation of a complete Human Resource

Development Plan, strengthening of the

Performance Management System, and

upgrading of the information technology

and its use to support the NWC's opera-
tions.

Public Private Partnership

Content/Rio Cobre Water Supply Project
During the year, preparatory steps were taken
for the provision of a 15 million gallons per day
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(mgd) water treatment plant near the National
Irrigation Dam in Content, St. Catherine. It is
intended to provide this additional 15 mgd
under a public private partnership arrange-
ment, where a private entity will finance, build,
own, operate and maintain the water treatment
plant. The water from this plant will be sold

to the NWC via a water purchase agreement
between the NWC and the private entity.

Following the support of Cabinet, and under
the watch of an enterprise team that comprises
key government entities, negotiations are be-
ing pursued with a private entity to establish
the PPP arrangement to provide the additional
15 mgd for the KMA. The intention is to finalize
negotiations and arrive at financial closure to
allow construction to commence by mid 2018.
Construction of the water treatment plant will
take about 24 months.

Divestment of Shares in the Central Waste-
water Treatment Plant

The Soapberry Wastewater Treatment Plant
(SWTP) is owned and operated by Central
Wastewater Treatment Company (CWTC). NWC
has an 85% shareholding of CWTC with Ashtrom
Building Limited owning 15% of the shares.
NWC is taking steps to divest a portion or all of
its shares in CWTC.

NWC is working with the Development Bank

of Jamaica (DBJ) and the Planning Institute of
Jamaica (PIOJ) to conduct assessments to assist
in informing the approach to the divestment of
these shares.

It is expected that the SWTP will be functioning
near its operating capacity by 2020. The expan-

sion of this facility will therefore be very impor-
tant to accommodate the planned develop-
ments in the Kingston Metropolitan Area, such
as the Caymanas Special Economic Zone, and
the extension of the sewer network in Kingston
and St. Andrew. In the divestment of shares in
CWTC, the expansion of SWTP will be a pivotal
consideration.

Northern Parishes Water Supply Project
Through funding support from the Inter-Ameri-
can Development Bank (IDB) and the Caribbean
Development Bank (CDB), a pre-feasibility study
is now being conducted for the implementa-
tion of a water supply improvement project
between Montego Bay and Ocho Rios to serve
pboth coastal and hinterland under a public
private partnership arrangement. This study
was scheduled for completion by May 2017 and
will be used to help guide the next steps in the
consideration for a PPP arrangement.

KSA Replacement Wells

NWC had invited proposals from suitably quali-
fied firms to finance, design, drill, and develop
replacement wells at locations in Kingston and
St. Andrew (KSA), and supply water to the KSA
water supply network under a PPP arrange-
ment. This is expected to provide at least an
additional 5 million gallons of water per day to
KSA. The locations of eight disused wells were
targeted as potential sites to construct these
replacement wells. Negotiations continue to
finalize a suitable PPP arrangement with the
selected firm.
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KMA Water Supply Programme

During the year, work continued on the Kings-
ton Metropolitan Area (KMA) Water Supply Im-
provement Programme, which has as its gener-
al objective the improvement in the efficiency,
quality and sustainability of the potable water
services provided by NWC. The programme is
being largely financed by a US$133 million loan
from the Inter-American Development Bank.

The main activities undertaken under this proj-
ect during the year were in respect of:

a) Kingston and St. Andrew (KSA) Non-
revenue Water (NRW) Reduction

b) Integrated Water Management System/
Supervisory Control and Data Acquisition
(SCADA) system for KSA

¢) Aquifer Recharge Facilities (Spanish Town)

d) Rehabilitation of twenty-six (26) Water
Supply Facilities in KSA

e) Port Antonio Water, Sewerage and
Drainage Project Stage 2

f) Transmission Main Upgrade in KSA

Kingston and St. Andrew (KSA) Non-revenue
Water (NRW) Reduction

The co-management arrangement involv-

ing NWC and Miya Netherlands B.V. (Miya) to
administer the KSA NRW Reduction component
of the Programme is progressing steadily. This
is a five year activity which is scheduled to end
by July 2020, at which time it is expected that
NRW levels in KSA will be reduced to 30% of
water production down from the 57% at the
commencement of this arrangement.

A comprehensive water supply audit of the KSA
water supply system was conducted along with
assessments of NWC's approach to water supply
management. This led to the preparation of the
NRW Reduction Strategy and Action Plan that is
being used to chart the implementation of the
NRW reduction efforts in KSA. It included the
KSA water balance, improvements in opera-
tions (pressure management, speed and quality
of pipe repairs, leak detection, etc.), material
specifications and training of key personnel.

A Memorandum of Understanding was entered
into among NWC, Miya and Human Employ-
ment and Resource Training (HEART) Trust,
where there will be collaboration to develop and
implement tailored training and certification
programmes for the staff of NWC and HEART.

Over 40,000 solid state water meters were
purchased and installed during the year and
there have been improvements in the practices
in respect to leak detection and pipe repairs,
which are improving NRW levels in the KSA.

Integrated Water Management System/
SCADA for KSA

Nineteen sites will be part of the first stage of
the implementation of an integrated water
management system for the KSA water supply
system. This will be largely done through the
Supervisory Control and Data Acquisition
(SCADA) system.

Field investigations to design the SCADA system
and specify the requirements at each site are
substantially complete and implementation will
commence early in the next financial year.
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SCADA provides the opportunity to significantly
improve monitoring and control of NWC's facili-
ties as well as reduce the cost of operations and
boosting performance of existing water supply

systems.

Aquifer Recharge Facility

The construction of the Aquifer Recharge facil-
ity at Innswood in St. Catherine was completed
and is now in operation, strengthening the
available water resource for Spanish Town and
its environs.

Rehabilitation of Water Supply Facilities in
KSA

During 2016/2017, work was substantially
completed on the rehabilitation of twenty six
water supply facilities in KSA. These included the
replacement of water storage tanks and the up-
grading of a number of pump stations.

Port Antonio Water, Sewerage and Drainage
Project Stage 2

A contractor was selected to construct the new
wastewater treatment facility for Port Antonio
following a competitive tender process. Con-
struction will start early in the new financial year
and is scheduled for completion by late 2018.

Transmission Main Upgrade in KSA

NWC intends to replace the transmission mains
in sections of KSA as part of measures to reduce
NRW levels in the area. Steps were taken to
engage engineering consultants to prepare de-
signs for these pipeline replacements. Work on
these designs will commence early in the next
financial year and two of these are scheduled to
be completed before the end of the year.

Information Technology

Human Capital Management Enterprize
(HCME) Payroll and Human Resource System
The Government of Jamaica is in the process

of implementing a centralized Human Capital
Management Enterprise System (HCMES).
NWC's payroll is required to be a part of the
HCMES and work with MoFP continues in this
regard.

Financial Information Management System
(FIMS)

In 2016/2017, NWC invited proposals for a new
financial information management system to
replace the current one that is aged and not
adeqguately meeting the needs of the company.
It is expected that a firm will be selected early
in the next financial year to supply and install
the new system.

ICT Legacy Modernisation, Transition and
Transformation Management
NWC is also taking steps to transform its ICT in
various ways that will include:

i) IT Transformation Management

ii) 1T Legacy Modernization

iii) Hosting and Management of Mission

Critical Applications

iv) Data Centre and Cloud Services

v) Digital Business Transformation Services

vi) Strategy & Governance

It is intended to engage a suitable firm to part-
ner with NWC to assist in the ICT transformation
process and the process to select this firm is far
advanced.
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Employee Support

Our employees have continued to demonstrate
their commitment to improving the quality

of service to our customers and improving
efficiency by sharing creative and innovative
ideas. For example, at the recommendation

of our Water Supply Team in St. Mary we were
able to restore the Iterboreale system to full
capacity during the drought period by leasing

a well from Jamaica Producers and retrofitting
it with the appropriate pumping system so that
our customers in Highgate and Islington could
be served.

The NWC ended this financial year, like the pre-
vious year, with 1865 employees; 220 Manage-
rial, 398 Supervisory and 1,247 Pre-Supervisory
employees.

Retirements

There were 37 persons who were separated
from the Commission by reason of retirement;
four (4) from the Management cadre, five (5)
from the Supervisory cadre and twenty-eight
(28) from the Pre-Supervisory cadre. We salute
these employees and thank them for their
contribution over the years.

Training

Amidst the financial challenges being faced
by the NWC, training and development of the
staff has been an ongoing priority. There was
a total of 2,677 training hours over the period
with major focus on activities relating to Non-
Revenue Water reduction, Wastewater Opera-
tions & Maintenance, Safety and Customer
Service. The NWC continues to support the
training and development of Jamaican youths

by collaborating with HEART Trust NTA through
the School Leavers Training Opportunity
Programme (SLTOP) and the Apprenticeship
programmes and currently has 123 trainees.

Safety
The NWC has continued to show improvements
in the safety lagging indicators.

The NWC experienced fifty-seven (57) record-
able injuries during the year which represents a
5% decrease over the previous year. There was
also a 79.5% decrease in lost man-hours over
the previous year.

The Injury severity index for 2016-2017 was
4.17 which represents a 95% decrease when
compared with an injury severity of 82.29 in
the previous year.
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Wellness

Efforts to increase awareness and educate
employees about the impact of their life-
style on their health and their ability to per-
form their jobs continued over the period.
The programmes focused on the impact

of stress on their health, the importance

of doing periodic medicals, screening for
diabetes, cholesterol and hypertension and
general education and counseling for health
threats such as the Zika Virus.

NWC Sports and Wellness Club

Since the installation of the new executive
of the NWC Sports and Wellness Club in April
2016, several initiatives were implemented
to ensure that staff were well rounded and
to foster a more collaborative team spirit.

There were football and netball inter-parish
competitions. Fourteen (14) teams entered
the football competition while five (5) teams
entered for netball. The Kingston and St. An-
drew (KSA) teams won both competitions.

Other social activities across the parishes
were domino, karaoke and bingo nights.

Union Activities

During the period, the management and
unions, after having a dispute over the ne-
gotiations for wages and fringe benefits for
the contract period 2015 to 2017 arrived at
an agreement with the unions representing
the Supervisory and Pre-Supervisory em-
ployees. Unfortunately, the negotiation with
the National Water Commission Executive

Staff Association (NWCESA) remains unsettled
as their claims are outside of the parameters
set by the Ministry of Finance and the Public
Sector for the NWC. The matter will be arbitrat-
ed on at the Industrial Disputes Tribunal.

Human Resource & Payroll

System (MyHr+)

The NWC continues to face challenges in
relation to the implementation of the Payroll
system. The NWC is slated as a beneficiary of
the payroll system which has been acquired by
the Central Government. However, the imple-
mentation process is still ongoing.
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INTERNAL AUDIT

Introduction

During the period April 1, 2016 to March 31,
2017, we examined 26 areas of the National
Water Commission’s (NWC) Operations. We
identified 157 findings and gave 233 recom-
mendations. Management have responded to

all the reports issued to date and have accepted
most of the recommendations and have made
suggestions to comply with the spirit of the
recommendations that were not accepted. Man-
agement continue to implement and strengthen
the internal controls, we continue to monitor
the compliance of these.

Training - Internal Audit
In compliance with the Institute of Internal Audit

(I1A) Standards, the members of the team under-
went a 700-man hours of training in the follow-

ing areas:
e ICAJ Certificate Course in Forensic Ac-
counting

e Fundamentals of IT Auditing

e Managing Project Risk in Construction -
Mona School of Business

e ACL 101 Foundations - Introductory

e Effective Report Writing

e Project Management

« Inventory Management and Control

We are satisfied with the competence of the

Team in the Department and continue to assess

the training needs for continuing Professional

Development.

Audit Committee

The Audit Committee of the Board have met 15
times for the year, this is an increase over the
prior years as the Chairman and his Team have
made a great impact on the organization.

Internal Audit Function

The Audit Plan (# of audit reviews) for Financial
Year 2016/2017 was adjusted with the approval
of the Audit Committee. We were able to meet
95% of our target as per Revised Annual Audit
Plan. It is expected that the Internal Audit func-
tion will continue to add value and enhance
the organizational goals. We will continue to
provide assurance on the effectiveness of the
control environment and work in collaboration
with Management of the NWC to align our Audit
Reviews with the 2021 Strategic Plans.
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KPMG

Chartered Accountants
P.O. Box 76

6 Duke Street

Kingston

Jamaica, W.I.

+ 1 (876) 922 6640
firmmail@kpmg.com.jm

INDEPENDENT AUDITORS’ REPORT

To the Commissioners
THE NATIONAL WATER COMMISSION

Opinion

We have audited the separate financial statements of The National Water Commission
(“Commission”) and the consolidated financial statements of the Commission and its
subsidiary (“Group”) set out on pages 5 to 66, which comprise the Group’s and the
Commission’s statements of financial position as at March 31, 2017, the Group’s and the
Commission’s statements of profit or loss and other comprehensive income, changes in
equity and cash flows for the year then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information.

In our opinion, the financial statements give a true and fair view of the financial position
of the Group and the Commission as at March 31, 2017, and of the Group’s and the
Commission’s financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the group in accordance with the International Ethics Standards Board
for Accountants Code of Ethics for Professional Accountants (IESBA Code), and we have
fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

R. Tarun Handa

Cynthia L. Lawrence

Rajan Trehan
KPMG, a Jamaican partnership and a member firm of the KPMG network of independent member firms Norman O. Rainford
affiliated with KPMG International Cooperative (‘KPMG International”) a Swiss entity Nigel R. Chambers
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INDEPENDENT AUDITORS’ REPORT (CONT’D)

To the Commissioners
THE NATIONAL WATER COMMISSION

Emphasis of Matter

We also draw attention to note 2(b) to the financial statements, which discloses that the
Group and the Commission made a loss for the year of $1,562,584,000 (2016:
$4,110,716,000) and $1,787,970,000 (2016: $4,190,997,000) respectively, and, at the
reporting date, the Group and the Commission had an accumulated deficit of
$33,286,182,000 (2016: $31,730,540,000) and $33,573,323,000 (2016:
$31,825,764,000) respectively. The ability of the Group and the Commission to regain
and sustain profitability and to generate the incremental cash flows to meet its
significant debt service obligations and other operational costs is therefore dependent
on its ability to successfully minimise operational costs and reduce non-revenue
generating water supplied. These conditions indicate the existence of a material
uncertainty that may cast doubt about the Group’s and the Commission’s ability to
continue as a going concern. Our opinion is not modified in respect of this matter.

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

Management is responsible for the preparation of financial statements that give a true
and fair view in accordance with IFRS and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Commission’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Commission’s
financial reporting process.
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INDEPENDENT AUDITORS’ REPORT (CONT’D)

To the Commissioners
THE NATIONAL WATER COMMISSION

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs 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 ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

o |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e 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 effectiveness of the Group’s internal control.

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

National Water Commission 48 Annual Report 2017




0

NATIONAL
WATER
COMMISSION

INDEPENDENT AUDITORS’ REPORT (CONT’D)

To the Commissioners
THE NATIONAL WATER COMMISSION

Auditors’ Responsibilities for the Audit of the Financial Statements (cont’d)

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Commission’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’

report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

Kendy

Chartered Accountants
Kingston, Jamaica

June 29, 2017
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THE NATIONAL WATER COMMISSION

Group Statement of Financial Position
March 31, 2017

CURRENT ASSETS
Cash and cash equivalents
Short-term investments
Consumer accounts receivable
Other accounts receivable and prepaid expenses
Inventories

CURRENT LIABILITIES
Bank overdrafts and short-term loans
Current maturities of long-term loans
Deposits and retentions
Trade accounts payable
Other accounts payable
Taxation payable

NET CURRENT LIABILITIES

NON CURRENT ASSETS
Investments
Intangible asset
Property, plant and equipment
Deferred taxation

EQUITY:
Reserves
Accumulated deficit

NON CONTROLLING INTEREST

NON CURRENT LIABILITIES
Long-term loans
Deferred income
Employee benefits obligation

0

NATIONAL
WATER
COMMISSION

Notes

NN AW

17

19

5
Thousands of Dollars

2017 2016
3,371,194 3,059,202
633,723 368,827
6,227,539 5,634,751
575,322 1,085,287
1,565,895 1,152,047
12,373,673 11,300,114
133,696 285,475
5,413,214 4,540,486
275,173 395,995
3,427,354 3,315,976
2,691,207 1,949,092
1,704,866 2,231,639
13,645,510 12,718,663

(_1,271.,837)

74,823
149,088
47,362,217
12,081,078

—2£,VO0L,V/I0

59,667,206

27,00 7,0

58,395,369

19,358,464

(33.286,182)
(13,927,718)

50,077

— 2V,U//

39,251,264
6,376,105
26.645.641

72,273,010
58,395,369

(_1.418.549)

73,617
206,490
48,967,522
9.482.260

2,304,200

58,729,889

20,747,007

57,311,340

19,358,464

(31,730,540)
(12,372,076)

16,608

— 20,DV0

37,766,107
7,067,545
24.833.156

69,666,808
57,311,340

The financial statements on pages 5 to 66 were approved by the Commissioners on June 29, 2017 and signed

on their behalf by:

e

Senator Aubyn Hill
Chairman and Commissioner

Dwight Sibblies
Commissioner

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Group Statement of Profit or Loss and Other Comprehensive Income

Year ended March 31, 2017

Operating revenue
Operating expenses

Operating profit

Miscellaneous income:
Interest income
Loss on sale of investment
Loss on disposal of property, plant and equipment
Write off of short-term loans
Amortisation of capital grants
Other income

Other expenditure:
Bank charges and interest
Loan interest
Lease interest
Depreciation and amortisation
Foreign exchange loss, net

Loss before taxation

Taxation credit

Loss for the year

Dealt with in the financial statements of:
The Commission

Subsidiary company
Non-controlling interest

Notes

21
22(a)

12,13

22(b),23(b)

23

16

6
Thousands of Dollars
2017 2016
27,111,290 25,206,967
(23,299.277)  (20,555.,644)
3,812,013 4,651,323
71,443 53,040
1,206 1,143
- ( 1,854)
205,193 -
666,782 619,320
257,996 213,687
1,202,620 885,336
35,644 51,786
2,691,300 1,409,439
- 419
5,011,502 7,144,930
1,971,120 2,189,775
9,709,566 10,796,349
( 4,694,933) ( 5,259,690)
3,132,349 1,148,974
(1,562,584) (_4.110,716)
( 1,787,970)  ( 4,190,997)
191,917 68,359
33,469 11,922
((1,562,584) (_4.110,716)

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Group Statement of Profit or Loss and Other Comprehensive Income
Year ended March 31, 2017

Thousands of Dollars

Notes 2017 2016

Loss for the year (_1,562.584) (.4,110,716)
Other comprehensive income/(loss):
Items that may never be reclassified to profit or loss

Impairment of property, plant and equipment 13 - (18,409,299)

Re-measurement gain/(loss) on employee

Benefits obligation 19(a(i))(b(1)) 60,613 1,556,071
Deferred tax 14 ( 20.202) 5,617,743

40,411 (11,235.485)

Total comprehensive loss for the year (_1.522,173) (15.346.,201)
Dealt with in the financial statements of :
The Commission ( 1,747,559) (15,426,482)
Subsidiary company 191,917 68,359
Non-controlling interest 16 33,469 11,922

(_1,522,173) (15,346,201)

The accompanying notes form an integral part of the financial statements.
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Group Statement of Changes in Equity

Year ended March 31, 2017

Balances at March 31, 2015

Total comprehensive loss:
Net loss for the year
Other comprehensive loss:

Impairment of property, plant and equipment,

net of taxes
Re-measurement gain on employee
benefit obligation, net of taxes
Total comprehensive loss for the
year

Balances at March 31, 2016

Total comprehensive loss:

Net loss for the year

Other comprehensive loss:

Re-measurement gain on employee
benefit obligation, net of taxes

Total comprehensive loss for the
year

Balances at March 31, 2017

8
Thousands of Dollars
Accumulated ~ Non controlling
Reserves deficit interest Total
(note 15) (note 16)

31,631,330 (28,645,283) 4,686 2,990,733
- ( 4,122,638) 11,922 ( 4,110,716)
(12,272,866) - - (12,272,866)
- 1,037,381 - 1,037,381
(12,272,866) (_3,085,257) 11,922 (15,346,201)
19,358,464 (31,730,540) 16,608 (12,355.468)
- ( 1,596,053) 33,469 ( 1,562,584)

- 40,411 - 40,411
- (_1,555,642) 33,469 (_1,522,173)
19,358,464 (33,286,182) 50,077 (13,877,641)

The accompanying notes form an integral part of the financial statements.
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Group Statement of Cash Flows
Year ended March 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year
Adjustments for:
Depreciation and amortisation

Loss on disposal of property, plant and equipment

Employee benefits obligation

Interest income

Taxation

Werite off of property, plant and equipment
Write off of loans

Loss on sale of investment

Interest expense

Unrealised foreign exchange losses on long-term

liabilities
Capital grants amortised

(Increase)/decrease in current assets
Consumer accounts receivable
Other accounts receivable and prepaid expenses
Inventories

Increase/ (decrease) in current liabilities
Deposits and retentions
Trade accounts payable
Other accounts payable

Cash provided by operating activities

Taxation paid, net
Interest paid

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Short-term investments, net
Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment

Interest received
Net cash used by investing activities

Net cash used before financing activities c¢/fwd

Notes Thousands of Dollars
2017 2016
(1,562,584) (4,110,716)
12,13 5,011,502 7,144,930
- 1,854
1,873,098 1,757,857
( 71,443) ( 53,040)
23 (3,132,349) (1,148,974)
13 1,055,433 245

( 205,193) -

( 1,206) ( 1,143)
2,691,300 1,409,858
2,070,910 2,182,705

18 (_666,782) (_619,320)
7,062,686 6,564,256

( 592,788) 303,169
531,507 ( 660,216)
( 413,848) ( 179,806)

( 120,822) 46,282
111,378 ( 286,954)

690,194 747,139
7,268,307 6,533,870

( 13,444) ( 6,683)

(2,639,379) (1,336,099)
4,615,484 5,191,088

( 264,896) ( 168,703)

13 (4,404,228)  (5,923,062)
- 2,032
49,901 39,207
(4,619,223)  (6.050,526)
( 3,739) (_859.438)

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Group Statement of Cash Flows (Continued)
Year ended March 31, 2017

Net cash used before financing activities b/fwd

CASH FLOWS FROM FINANCING ACTIVITIES
Short-term bank loans
Long-term loans received
Repayment of long-term loans
Obligations under finance leases, net
Capital grants received, net

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

Comprising:

Cash and bank balances
Bank overdrafts

10
Notes Thousands of Dollars
2017 2016
( 3,739) (__859.438)
4,618 ( 49,780)
4,407,158 4,144,210
(4,120,183) (2,394,524)
- ( 17,069)
(__24.,658) 133,266
266,935 1,816,103
263,196 956,665
3,050,559 2,093,894
3,313,755 3,050,559
3,371,194 3,059,202
8 (__57.439) ( 8.643)
3,313,755 3,050,559

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Commission Statement of Financial Position
March 31, 2017

CURRENT ASSETS

Cash and cash equivalents

Short-term investments

Consumer accounts receivable

Other accounts receivable and prepaid expenses
Inventories

CURRENT LIABILITIES

Bank overdrafts and short-term loans
Current maturities of long-term loans
Deposits and retentions

Trade accounts payable

Other accounts payable

Taxation payable

NET CURRENT LIABILITIES
NON CURRENT ASSETS

Investments

Interest in subsidiary
Intangible asset

Property, plant and equipment
Deferred taxation

EQUITY:

Reserves
Accumulated deficit

NON CURRENT LIABILITIES

Long-term loans
Deferred income
Employee benefits obligation

on their behalf by:

A

Senator’ Aubyn Hill
Chairman and Commissioner

National Water Commission

56

Notes

NN AW

15

17

19

The accompanying notes form an integral part of the financial statements.

11

Thousands of Dollars

2017 2016
3,308,716 3,013,921
633,723 368,827
6,218,904 5,634,751
559,027 1,049,737
1,565,895 1,152,047
12.286.265 11,219,283
133,696 80,282
3,830,573 3,039,367
275,173 395,995
6,388,040 5,867,309
2,669,542 1,948,427
1,550,392 2,126,278
14,847,416 13,457,658
((2.561.151)  (_2,238.375)
74,823 73,617
149,088 206,490
45,294,392 46,822,812
11,922,850 9.345.763
57,441,153 56,448,682
54,880,002 54,210,307
19,358,464 19,358,464

(33,573,323)

(31.825,764)

(14,214,859)

(12,467,300)

36,073,115 34,776,906

6,376,105 7,067,545
26,645,641 24,833,156
69,094,861 66,677,607
54,880,002 54,210,307

The financial statements on pages 5 to 66 were approved by the Commissioners on June 29, 2017 and signed

Annual Report 2017

Dwight Sibblies
Commissioner
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THE NATIONAL WATER COMMISSION

Commission Statement of Profit or Loss and Other Comprehensive Income
Year ended March 31, 2017

Thousands of Dollars

Notes 2017 2016
Operating revenue 21 27,111,290 25,206,967
Operating expenses 22(a) (24.143.,340) (21,364.991)
Operating profit 2,967.950 3,841,976
Miscellaneous income:
Interest income 71,280 52,911
Amortisation of investment 1,206 1,143
Loss on disposal of property, plant and equipment - ( 1,854)
Amortisation of capital grants 18 666,782 619,320
Other income 257,968 213,687
997.236 885,207
Other expenditure:
Bank charges and interest 35,644 51,747
Loan interest 2,317,208 1,046,675
Lease interest - 419
Depreciation and amortisation 12,13 4,859,377 6,992,812
Foreign exchange loss, net 1,702,426 1,932.797
8,914,655 10,024,450
Loss before taxation 22(b),23(b) ( 4,949,469) ( 5,297,267)
Taxation credit 23 3,161,499 1,106,270
Loss for the year (_1,787.970) (_4,190.997)
Other comprehensive loss:
Items that may never be reclassified to profit or loss
Impairment of property, plant and equipment 13 - (18,409,299)
Re-measurement gain/(loss) on employee benefits
obligation 19(a(i)),(b(i)) 60,613 1,556,071
Deferred tax 14 (__20,202) 5,617,743

40411 (11.235.485)

Total comprehensive loss for the year (1,747,559) (15.426,482)

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Commission Statement of Changes in Equity

Year ended March 31, 2017

Balances at March 31, 2015

Total comprehensive loss:
Net loss for the year
Other comprehensive loss:

Impairment of property, plant and equipment,

net of tax
Re-measurement gain on employee
benefits obligation, net of taxes

Total comprehensive loss for the year
Balances at March 31, 2016

Total comprehensive loss:

Net loss for the year

Other comprehensive loss:

Re-measurement gain on employee
benefits obligation, net of taxes

Total comprehensive loss for the year

Balances at March 31, 2017

NATIONAL 1 3

l’

WATER
COMMISSION

Thousands of Dollars

Accumulated
Reserves deficit Total
(note 15)
31,631,330 (28.672,148) 2,959,182
- ( 4,190,997) ( 4,190,997)
(12,272,866) - (12,272,866)
- 1,037,381 1,037,381
(12.,272.866) (_3.153,616) ((15.426.482)
19,358,464 (31,825,764) (_12.467.300)
- ( 1,787,970) ( 1,787,970)
- 40411 40411
- (_1.,747.559) (_1.,747.559)
19,358,464 (33,573,323) (_14.,214,859)

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Commission Statement of Cash Flows
Year ended March 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year
Adjustments for:
Depreciation and amortisation
Loss on disposal of property, plant and equipment
Employee benefits obligation
Interest income
Taxation
Write off of property, plant and equipment
Loss on sale of investment
Interest expense
Unrealised foreign exchange losses on long-term
liabilities
Capital grants amortised

(Increase)/decrease in current assets
Consumer accounts receivable
Other accounts receivable and prepaid expenses
Inventories

Increase/ (decrease) in current liabilities
Deposits and retentions
Trade accounts payable
Other accounts payable

Cash provided by operating activities
Taxation paid, net
Interest paid

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Short-term investments, net

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Interest received

Net cash used by investing activities

Net cash used before financing activities c/fwd

14
Notes Thousands of Dollars

2017 2016
(1,787,970) (4,190,997)
12,13 4,859,377 6,992,812
- 1,854
1,873,098 1,757,857
( 71,280) ( 52911
23 (3,161,499) (1,106,270)
13 1,055,433 245
( 1,206) ( 1,143)
2,317,208 1,047,094
1,800,440 1,931,844
18 (_666,782) (_619,320)
6,216,819 5,761,065
( 584,153) 263,169
512,252 ( 633,354)
( 413,848) ( 179,806)
( 120,822) 46,282
520,731 140,922
669,194 747,139
6,800,173 6,145,417
( 11,676) ( 6,683)
(2.265,287) (_973,335)
4,523,210 5,165,399
( 264,896) ( 168,703)
13 (4,328,988) (5,833,062)
- 2,032
49,738 39,078
(4,544,146) (5,960.,655)
(__20,936) (_1795,256)

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION
Commission Statement of Cash Flows (Continued)
Year ended March 31, 2017
Notes Thousands of Dollars
2017 2016
Net cash used before financing activities b/fwd (__20.936) (_795,256)
CASH FLOWS FROM FINANCING ACTIVITIES
Short-term bank loans 4,618 ( 49,780)
Long-term loans received 2,832,833 4,144,210
Repayment of long-term loans (2,545,858) (2,394,524)
Obligations under finance leases, net - ¢ 17,069)
Capital grants received, net (__24,658) 133,266
Net cash provided by financing activities 266,935 1,816,103
Net increase in cash and cash equivalents 245,999 1,020,847
Cash and cash equivalents at beginning of year 3,005,278 1,984,431
CASH AND CASH EQUIVALENTS AT END OF YEAR 3,251,277 3,005,278
Comprising:
Cash and bank balances 3,308,716 3,013,921
Bank overdrafts 8 (__57.439) ( 8.,643)
3,251,277 3,005,278

Daled Lol L1

The accompanying notes form an integral part of the financial statements.
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THE NATIONAL WATER COMMISSION

Notes to the Financial Statements
March 31, 2017

1. Identification
(a)  Corporate structure

()

The National Water Commission (Commission) is a statutory body of the Government of
Jamaica, which, under the provisions of The National Water Commission Act, 1963, as
amended by The Water Resources Act, 1995, with attendant regulations, is responsible for
providing and operating water supply services in the urban and the rural areas of Jamaica.
It also provides sewerage facilities in the same areas. The Commission is domiciled in
Jamaica with registered office at 28 Barbados Avenue, Kingston 5.

Under Section 21(1) and (2) of the National Water Commission Act, 1963 (‘the Act”), the
Commission is entitled to a first charge upon the premises in respect of which rates and
monies are due and payable until payment or recovery of such rates, monies and interest.
This charge is in priority to any other charge, encumbrance or lien, save and except any
other charge or lien created on the premises by any other enactment in favour of the Crown.
This relates to water supply services or any contract for the supply of water, materials,
repairs, and interest thereon, at the rate and in the circumstances fixed by the Minister.

“Group” refers collectively to the Commission and its subsidiary, Central Wastewater
Company Limited (CWTC) (see note 11). CWTC’s main activity is to operate a

wastewater treatment plant.

Regulatory arrangements and tariff structure

The tariff and rates levied by the Commission for supplies are regulated by the Office of
Utilities Regulation (OUR). The OUR reviews the Commission’s efficiency levels and,
where appropriate, adjusts these tariffs, primarily in relation to rates for water, sewerage,
service charge and the price adjustment mechanism (PAM).

Under the tariff agreement, the rates for water, sewerage and service charge are adjusted
annually using the Annual Price Adjustment Mechanism (ANPAM); and PAM is adjusted
monthly to reflect fluctuations in foreign exchange rates (based on the exchange rate
between the United States (US) dollar and the Jamaica dollar), electricity rates and the
consumer price index.

As of October 3, 2013, and thereafter, on each succeeding fifth anniversary, the
Commission must submit a filing to the OUR for further rate adjustments to its base rate.
The rate filing, which requires OUR approval, is based on a test year and includes operating
costs and a return on investment.
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THE NATIONAL WATER COMMISSION

Notes to the Financial Statements (Continued)
March 31, 2017

2.

Statement of compliance, basis of preparation and significant accounting policies

()

Statement of compliance:

The financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS) and interpretations issued by the International Accounting Standards
Board.

New, revised and amended standards and interpretations that became effective
during the year:

Certain new, revised and amended standards and interpretations came into effect during
the current financial year. The Group has adopted the following new standards and
amendments to standards, including any consequential amendments to other standards,
applicable to its operations, with a date of initial application of April 1, 2016. The nature
and effects of the changes are as follows:

e [AS 1, Presentation of Financial Statements has been amended to clarify or state the
following:

- Specific single disclosures that are not material do not have to be presented even
if they are the minimum requirements of a standard.

- The order of notes to the financial statements is not prescribed.

- Line items on the statement of financial position and the statement of profit or
loss and other comprehensive income (OCI) should be disaggregated if this
provides helpful information to users. Line items can be aggregated if they are
not material.

- Specific criteria are now provided for presenting subtotals on the statement of
financial position and in the statement of profit or loss and OCI, with additional
reconciliation requirements for the statement of profit or loss and OCI.

- The presentation in the statement of OCI of items of OCI arising from joint
ventures and associates accounted for using the equity method follows the IAS 1
approach of splitting items that may, or that will never be, reclassified to profit or
loss.

e IAS 16 and IAS 38, Clarification of Acceptable Methods of Depreciation and
Amortisation, are amended as follows:

e  The amendment to IAS 16, Property, Plant and Equipment explicitly states that
revenue-based methods of depreciation cannot be used. This is because such
methods reflect factors other than the consumption of economic benefits
embodied in the assets.

e  The amendment to IAS 38, Intangible Assets introduces a rebuttable presumption
that the use of revenue-based amortisation methods is inappropriate for intangible
assets.
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THE NATIONAL WATER COMMISSION

Notes to the Financial Statements (Continued)
March 31, 2017

2.

Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(@)

Statement of compliance (cont’d):

New, revised and amended standards and interpretations that became effective
during the year (cont’d):

e Amendments to IFRS 10, Consolidated Financial Statements, and 1AS 28, Investments
in Associates and Joint Ventures, in respect of Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture require that when a parent loses control
of a subsidiary in a transaction with an associate or joint venture, the full gain be
recognised when the assets transferred meet the definition of a ‘business” under IFRS
3, Business Combinations.

e [FRS 10, Consolidated Financial Statements, IFRS 12, Disclosure of Interests in Other
Entities and 1AS 28, Investments in Associates and Joint Ventures have been amended
to introduce clarifications on which subsidiaries of an investment entity are consolidated
instead of being measured at fair value through profit or loss. IFRS 10 was amended to
confirm that the exemption from preparing consolidated financial statements is
available to a parent entity that is a subsidiary of an investment entity. An investment
entity shall measure at fair value through profit or loss all of its subsidiaries that are
themselves investment entities. IAS 28 was amended to provide an exemption from
applying the equity method for investment entities that are subsidiaries and that hold
interests in associates and joint ventures. IFRS 12 was amended to clarify that the
relevant disclosure requirements in the standard apply to an investment entity in which
all of its subsidiaries are measured at fair value through profit or loss.

e Improvements to IFRS 2012-2014 Cycle contain amendments to certain standards and
interpretations applicable to the Group as follows:

e IFRS 5, Non-current Assets Held for Sale and Discontinued Operations has been
amended to clarify that if an entity changes the method of disposal of an asset or
disposal group — i.e. reclassifies an asset or disposal group from held-for-
distribution to owners to held-for-sale or vice versa without any time lag, then the
change in classification is considered a continuation of the original plan of disposal
and the entity continues to apply held-for-distribution or held-for-sale accounting.
At the time of the change in method, the entity measures the carrying amount of the
asset or disposal group and recognises any write-down (impairment loss) or
subsequent increase in the fair value less costs to sell/distribute the asset or disposal
group. If an entity determines that an asset or disposal group no longer meets the
criteria to be classified as held-for-distribution, then it ceases held-for-distribution
accounting in the same way as it would cease held-for-sale accounting.

e IFRS 7, Financial Instruments: Disclosures, has been amended to clarify when
servicing arrangements are in the scope of its disclosure requirements on continuing
involvement in transferred assets in cases when they are derecognised in their
entirety. A servicer is deemed to have continuing involvement if it has an interest
in the future performance of the transferred asset -e.g. if the servicing fee is
dependent on the amount or timing of the cash flows collected from the transferred
financial asset; however, the collection and remittance of cash flows from the
transferred asset to the transferee is not, in itself, sufficient to be considered
‘continuing involvement’.
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THE NATIONAL WATER COMMISSION

Notes to the Financial Statements (Continued)
March 31, 2017

2.

Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(a)

Statement of compliance (cont’d):

New, revised and amended standards and interpretations that became effective
during the year (cont’d):

e Improvements to IFRS 2012-2014 Cycle contain amendments to certain standards and
interpretations applicable to the Group as follows:

e IAS 19, Employee Benefits, has been amended to clarify that high-quality corporate
bonds or government bonds used in determining the discount rate should be issued
in the same currency in which the benefits are to be paid. Consequently, the depth
of the market for high-quality corporate bonds should be assessed at the currency
level and not the country level.

New, revised and amended standards and interpretations not yet effective:

Certain new, revised and amended standards and interpretations have been issued which
are not yet effective for the current year and which the Group has not early-adopted. The
Group has assessed the relevance of all such new standards, amendments and
interpretations with respect to the Group’s  operations and has determined that the
following are likely to have an effect on the consolidated financial statements.

e Amendments to IAS 7, Statement of Cash Flows, effective for accounting periods
beginning on or after January 1, 2017, requires an entity to provide disclosures that
enable users of financial statements to evaluate changes in liabilities arising from
financing activities, including both changes arising from cash flows and non-cash flows.

e Amendments to IAS 12, Income Taxes, effective for accounting periods beginning on

or after January 1, 2017, clarifies the following:

. The existence of a deductible temporary difference depends solely on a
comparison of the carrying amount of an asset and its tax base at the end of the
reporting period, and is not affected by possible future changes in the carrying
amount or expected manner of recovery of the asset.

. A deferred tax asset can be recognised if the future bottom line of the tax return
is expected to be a loss, if certain conditions are met.

o Future taxable profits used to establish whether a deferred tax can be recognised
should be the amount calculated before the effect of reversing temporary

differences.

. An entity can assume that it will recover an asset for more than its carrying
amount if there is sufficient evidence that it is probable that the entity will achieve
this.

o Deductible temporary differences related to unrealised losses should be assessed
on a combined basis for recognition unless a tax law restricts the use of losses to
deductions against income of a specific type.
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THE NATIONAL WATER COMMISSION

Notes to the Financial Statements (Continued)
March 31, 2017

2.

Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(@)

Statement of compliance (cont’d):

New, revised and amended standards and interpretations issued and are not yet
effective (cont’d)

IFRS 9, Financial Instruments, which is effective for annual reporting periods
beginning on or after January 1, 2018, replaces the existing guidance in IAS 39
Financial Instruments: Recognition and Measurement. IFRS 9 includes revised
guidance on the classification and measurement of financial assets and liabilities,
including a new expected credit loss model for calculating impairment of financial
assets and the new general hedge accounting requirements. It also carries forward the
guidance on recognition and derecognition of financial instruments from IAS 39.
Although the permissible measurement bases for financial assets — amortised cost, fair
value through other comprehensive income (FVOCI) and fair value though profit or
loss (FVTPL) - are similar to IAS 39, the criteria for classification into the appropriate
measurement category are significantly different. IFRS 9 replaces the ‘incurred loss’
model in IAS 39 with an ‘expected credit loss’ model, which means that a loss event
will no longer need to occur before an impairment allowance is recognised.

IFRS 15, Revenue From Contracts With Customers, effective for accounting periods
beginning on or after January 1, 2018, replaces IAS 11, Construction Contracts, 1AS
18, Revenue, IFRIC 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the
Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers and SIC-31
Revenue — Barter Transactions Involving Advertising Services. It does not apply to
insurance contracts, financial instruments or lease contracts, which fall in the scope of
other IFRSs. It also does not apply if two entities in the same line of business exchange
non-monetary assets to facilitate sales to other parties.

The Group will apply a five-step model to determine when to recognise revenue, and at
what amount. The model specifies that revenue should be recognised when (or as) an
entity transfers control of goods or services to a customer at the amount to which the
entity expects to be entitled. Depending on whether certain criteria are met, revenue is
recognised at a point in time, when control of goods or services is transferred to the
customer; or over time, in a manner that best reflects the entity’s performance.

There will be new qualitative and quantitative disclosure requirements to describe the
nature, amount, timing, and uncertainty of revenue and cash flows arising from
contracts with customers.

IFRS 16, Leases, which is effective for annual reporting periods beginning on or after
January 1, 2019, eliminates the current dual accounting model for lessees, which
distinguishes between on-balance sheet finance leases and off-balance sheet operating
leases. Instead, there is a single, on-balance sheet accounting model that is similar to
current finance lease accounting. Entities will be required to bring all major leases on-
balance sheet, recognising new assets and liabilities. The on-balance sheet liability will
attract interest; the total lease expense will be higher in the early years of a lease even
if a lease has fixed regular cash rentals. Optional lessee exemption will apply to short-
term leases and for low-value items with value of US$5,000 or less.
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Notes to the Financial Statements (Continued)
March 31, 2017

2.

Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(@

(®)

Statement of compliance (cont’d):

New, revised and amended standards and interpretations issued and are not yet
effective (cont’d)

e [FRS 16, Leases (cont’d)

Lessor accounting remains similar to current practice as the lessor will continue to
classify leases as finance and operating leases.

Early adoption is permitted if IFRS 15, Revenue from Contracts with Customers is also
adopted.

Basis of preparation:

These financial statements are presented in Jamaica dollars ($), which is the functional
currency of the Group. The financial statements are presented in thousands of dollars
(J$°000) unless otherwise stated.

The financial statements are prepared on the historical cost basis, modified for the inclusion
of certain property, plant and equipment [see note 2 (k)(i)] at fair value.

The preparation of the financial statements in accordance with IFRS which assumes that
the Group will continue operations for the foreseeable future. This means, in part, that the
statements of profit or loss and other comprehensive income and financial position assume
no intention or necessity to liquidate or curtail the scale of operations and to discharge
liabilities in the ordinary course of business. This is commonly referred to as the going
concern basis.

The Group and the Commission made a loss for the year of $1,562,584,000 (2016:
$4,110,716,000) and $1,787,970,000 (2016: $4,190,997,000) respectively, and, at the
reporting date, the Group and Commission had an accumulated deficit of $33,286,182,000
(2016: $31,730,540,000) and $33,573,323,000 (2016: $31,825,764,000) respectively. The
ability of the Group and the Commission to regain and sustain profitability and to generate
the incremental cash flows to meet its significant debt service obligations and other
operational costs is, therefore, dependent on its ability to successfully minimise operational
costs and reduce non-revenue generating water supplied. These conditions indicate the
existence of a material uncertainty that may cast doubt about the Group’s and the
Commission’s ability to continue as a going concern. Management has initiated a major
project in the Kingston Metropolitan area which will reduce non-revenue water and
increase billed consumption. The project will also see the rehabilitation of water supply
facilities, which will result in operational efficiencies. The Commission is also embarking
on an island wide meter replacement programme, this will replace current meters with more
efficient and reliable meters that will reduce operational costs and increase revenues. In
addition to these initiatives, the Government of Jamaica has provided financial guarantees
in respect of a significant portion of the Group’s debt as guided by the National Water
Commission Act. Based on the current plans and strategies being pursued and
implemented, management believes that there is a reasonable expectation that the Group
will generate cash flows and profitability which would allow it to continue in operational
existence for the foreseeable future. On this basis, as well as Government’s guarantee of
certain debts, the Commissioners have maintained the going concern assumption in the
preparation of these financial statements.
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2.

Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(c) Use of estimates and judgement:

22

The preparation of the financial statements to conform to IFRS requires management to
make estimates and assumptions that affect the reported amount of assets, and liabilities,
contingent assets and contingent liabilities at the reporting date and the income and expense

for the year then ended. Actual amounts could differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the

revision affects both current and future periods.

Judgements made by management in the application of IFRS that have significant effect
on the financial statements and estimates with a significant risk of material adjustment in

the next financial year are discussed below:

(i)  Pension and other post-retirement benefits:

The amounts recognised in the statement of financial position and profit or loss and
other comprehensive income for pension and other post-retirement benefits are
determined actuarially using several assumptions. The primary assumptions used in
determining the amounts recognised include expected long-term return on plan
assets, the discount rate used to determine the present value of estimated future cash
flows required to settle the pension and other post-retirement obligations and the

expected rate of increase in medical costs for post-retirement medical benefits.

The expected return on plan assets assumed considers the long-term historical
returns, asset allocation and future estimates of long-term investment returns. The
discount rate is determined based on the estimate of yield on long-term government
securities that have maturity dates approximating the terms of the Group’s
obligation. In the absence of such instruments in Jamaica, it has been necessary to
estimate the rate by extrapolating from the longest-tenor security on the market.
The estimate of expected rate of increase in medical costs is determined based on
existing inflationary factors. Any changes in these assumptions will affect the

amounts recorded in the financial statements for these obligations.

(ii)  Allowance for impairment losses on receivables:

In determining amounts recorded for impairment losses on receivables in the
financial statements, management makes judgements regarding indicators of
impairment, that is, whether there are indicators that suggest there may be a
measurable decrease in the estimated future cash flows from receivables, for

example, default and adverse economic conditions.

Management also makes estimates of the likely estimated future cash flows of
impaired receivables as well as the timing of such cash flows. Historical loss
experience is applied where indicators of impairment are not observable on

individual significant receivables with similar characteristics, such as credit risks.
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d)

©

(d)

Use of estimates and judgement (cont’d):

(iii)

(iv)

Basis

()

Net realisable value of inventories:

Estimates of net realisable value are based on the most reliable evidence available,
at the time the estimates are made, of the amount the inventories are expected to
realise. These estimates take into consideration fluctuations of price or cost directly
relating to events occurring after the end of the period to the extent that such events
confirm conditions existing at the end of the period.

Estimates of net realisable value also take into consideration the purpose for which
the inventory is held.

Residual value and expected useful life of property, plant and equipment:

The residual value and expected useful life of an asset are reviewed at least at each
financial year-end, and, if expectations differ from previous estimates, the change
is accounted for. The useful life of an asset is defined in terms of the asset’s expected
utility to the Group. Information about assumptions and estimation uncertainties
that have a risk resulting in a material adjustment as at year-end is disclosed in note
13(e).

of consolidation:
Business combinations:

Business combinations are accounted for using the acquisition method as at the
acquisition date, which is at the date on which control is transferred to the Group.
Control is the power to govern the financial and operating policies of an entity so as
to obtain benefits from its activities.

The Group measures goodwill at the acquisition date as:
e the fair value of the consideration transferred; plus

e the recognised amount of any non-controlling interests in the acquired entity;
plus

e if the business combination is achieved in stages, the fair value of the pre-
existing interest in the acquired entity; less

e the net recognised amount (generally fair value) of the identifiable assets
acquired and liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in
profit or loss.

The consideration transferred does not include amounts related to the settlement of
pre-existing relationships. Such amounts generally are recognised in profit or loss.
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2.

Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(d

Basis of consolidation (cont’d):

(@

(ii)

(iii)

(iv)

™)

Business combinations (cont’d):

Transaction costs, other than those associated with the issue of debt or equity
securities, that the Group incurs in connection with a business combination are
expensed as incurred.

Any contingent consideration payable is measured at fair value at the acquisition
date.

Non-controlling interests:

Non-controlling interests are measured at their proportionate share of the acquiree’s
identifiable net asset at the acquisition date.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions.

Subsidiaries:

Subsidiaries are those entities controlled by the group. The Group controls an
investee when it is exposed to, or has rights to, variable returns from its involvement
with the investee and has the ability to affect those returns through its power over
entity. The financial statements of subsidiaries are included in the consolidated
financial statements from the date on which control commences until the date on
which control ceases.

The consolidated financial statements comprise the financial results of the
Commission and its subsidiary, Central Wastewater Treatment Company Limited.
The principal operating subsidiary is listed in note (1a) “subsidiary”.

Loss of control:

On the loss of control, the Group derecognises the assets and liabilities of the
subsidiary, any non-controlling interests and the other components of equity related
to the subsidiary. Any surplus or deficit arising on the loss of control is recognised
in profit or loss. If the Group retains any interest in the former subsidiary, then such
interest is measured at fair value at the date that control is lost.

Transactions eliminated on consolidation:

Balances and transactions between entities within the Group, and any unrealised
gains arising from those transactions, are eliminated in preparing the consolidated
financial statements. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(©

®

(2)

(h)

(@

Cash and cash equivalents:
Cash and cash equivalents comprise cash, bank balances and call deposits.

Bank overdrafts that are repayable on demand and form an integral part of the
Commission’s cash management activities, are included as a component of cash and cash
equivalents for the purpose of the statement of cash flows.

Investments:
(i)  Reverse repurchase agreements:

A reverse repurchase agreement (“reverse repo”) is a short-term transaction whereby
an entity buys securities and simultaneously agrees to resell them on a specified date
and at a specified price.

Although the security is delivered to the “buyer” at the time of the transaction, title
is not actually transferred unless the counterparty fails to repurchase the securities
on the date specified. Reverse repos, which are included in short-term investments,
are accounted for as short-term collateralised lending.

The difference between the sale and repurchase considerations is recognised on an
accrual basis over the period of the agreement and is included in interest income.

(ii) Loans and receivables:

Investments with fixed or determinable payments, and which are not quoted in an
active market, are classified as loans and receivables and are measured at amortised
cost less impairment losses.

Accounts receivable:

Consumer and other accounts receivable are measured at amortised cost less impairment
losses. Allowance for impairment relates to non-government customers who have not
serviced their accounts for a protracted period of time.

Inventories:

Inventories, materially comprising pipes, fittings and spare parts, are measured at the lower
of cost, determined principally on a weighted average cost basis, and net realisable value.

Accounts payable and other liabilities:

Trade and other payables are measured at amortised cost.
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d)

()

()

0]

Provisions:

A provision is recognised in the statement of financial position when the Group has a legal
or constructive obligation as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and the amount can be
reasonably estimated. If the effect is material, provisions are determined by discounting
the expected future cash flows at a pre-tax rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific to the obligation.

Property, plant and equipment and intangible assets:

®

(i)

(iii)

Owned assets:

Land, buildings and warehouses, reservoirs, pipelines, pumps and sewerage plants,
and other equipment are re-valued every five years by external consultants and in the
intervening years by management, based on the depreciated replacement cost basis
using relevant indices (Consumer Price Index and the US Producer Price Indexes).
Gains and losses on revaluation are recognised in other comprehensive income and
included in reserves, see (note 15). Motor vehicle and other equipment are carried at
cost less accumulated depreciation and impairment losses.

Subsequent costs:

The cost of replacing part of an item of property, plant and equipment is recognised
in the carrying amount of the item if it is probable that the future economic benefits
embodied within the part will flow to the Group and its cost can be reliably measured.
The costs of day-to-day servicing of property, plant and equipment are recognised in
profit or loss.

Intangible assets:

Intangible assets, including computer software, are measured at cost, less
amortisation and impairment losses.

Depreciation and amortisation:

Depreciation is computed on a straight-line basis at annual rates to write down the assets
to their estimated residual values at the end of their expected useful lives.

No depreciation is charged on freehold land and land rights or capital work-in-progress.
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d)

M

(m)

Depreciation and amortisation (cont’d):
The depreciation rates are as follows:

Owned assets:

Buildings and warehouses 2%

Reservoirs, pumps and sewerage plants:
Raw water reservoirs and intakes 5%
Water treatment plants 5%
Clear water reservoirs 5%
Sewerage plants 5%
Wells, meters and pumps 10%
Pipelines 10%

Motor vehicles and other equipment 25%

Leased assets:
Motor vehicles 25%

Computer software is amortised over 4 years with the exception of the customer
information system, which is amortised over 10 years.

The depreciation methods, useful lives and residual values are reassessed annually as at the
reporting date.

Related parties:

A related party transaction is a transfer of resources, services or obligations between related
parties, regardless of whether a price is charged.

A related party is a person or entity that is related to the entity that is preparing its financial
statements (referred to in IAS 24, Related Party Disclosures as the “reporting entity” in
this case, the Group).

(a) A person or a close member of that person’s family is related to the Group if that
person:
(i)  has control or joint control over the Group;
(ii)  has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of
the reporting entity.
(b)  An entity is related to the Group if any of the following conditions applies:

(i)  The entity and the Group are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(m) Related parties (cont’d):

()

©)

(b)  An entity is related to the Group if any of the following conditions applies (cont’d):

(i)  One entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate
of the third entity.

(v)  The entity is a post-employment benefit plan established for the benefit of
employees of either the Group or an entity related to the Group.

(vi) The entity is controlled, or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the
entity).

(viii) The entity, or any member of a Group of which it is a part provides key
management services to the Group, or the parent of the Group.

Foreign currencies:

Transactions in foreign currencies are converted at the rates of exchange ruling on the dates
of those transactions. Monetary assets and liabilities denominated in foreign currencies at
the reporting date are translated to Jamaica dollars at the rates of exchange ruling at that
date. Gains and losses arising from fluctuations in exchange rates are included in profit or
loss.

For the purpose of the statement of cash flows, realised foreign currency gains and losses
are treated as cash items and included in cash flows from operating or financing activities,
along with movements in the relevant balances.

Employee benefits:

Employee benefits include current or short-term benefits such as salaries, annual vacation
and sick leave; other long-term employee benefits such as termination benefits.

Employee benefits are earned as a result of past or current service. Short-term employee
benefits are recognised as they accrue. The expected cost of vacation leave that
accumulates is recognised when the employee becomes entitled to the leave. Post-
employment benefits are recognised as they are earned and charged as an expense.
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d)
(o) Employee benefits (cont’d):
(i)  Pensions:

Prior to December 31, 2001, pensions were paid to retired employees from internally
generated funds under the Pensions (Parochial Officers) Act. However, effective
January 1, 2002, the Group introduced a contributory superannuation scheme which
was available to eligible employees, but most employees exercised their option to
continue to be eligible for pensions under the Pensions (Parochial Officers) Act.

While the Commissioners and management have been advised administratively that
the Group is responsible for all future post-retirement benefits, regardless of the
option exercised by employees, appropriate legislative ratification and funding of
past-service benefits is still pending. Constructive obligation, in respect of pension
payable under the Pensions (Parochial Officers) Act, has been accounted for as
defined benefit arrangements.

The Group’s net obligation in respect of defined pension benefits under both
arrangements, described above, is calculated by estimating the amount of future
benefit that employees have earned in return for their service in the current and prior
periods; that value is discounted to determine the present value, and the fair value of
any plan assets is deducted. The discount rate applied is the yield at reporting date
on long-term government instruments that have maturity dates approximating the
terms of the Group’s obligation [see note 2(c)(i)]. The calculation is performed by
an independent actuary, using the Projected Unit Credit Method.

Re-measurements of the net defined benefit liability, which comprise actuarial gains
and losses are recognised immediately in other comprehensive income. The Group
determines the net interest expense (income) on the net defined benefit liability for
the period by applying the discount rate used to measure the defined benefit
obligation at the beginning of the annual period to the then-net defined benefit
liability, taking into account any changes in the net defined benefit liability during
the period as a result of contributions and benefit payments. Net interest expense
and other expenses post-retirement obligations is recognised in profit or loss.

When the benefits of a plan are changed or when the plan is curtailed, the resulting
change in benefit that relates to past service or the gain or loss on curtailment is
recognized immediately in profit or loss. The Group recognizes gains and losses on
the settlement of a defined benefit plan when the settlement occurs.
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Statement of compliance, basis of preparation and significant accounting policies (cont’d)

(0)

(P

Employee benefits (cont’d):

(ii)

Other post-retirement benefits:

The Commission provides post-retirement benefits to pensioners as is required under
the Pensions (Parochial Officers) Act. These benefits are usually conditional upon
the employee remaining in service up to retirement age and the completion of a
minimum service period. The expected costs of these benefits are accrued over the
period of employment, using a methodology similar to that for defined benefit
pension plans and the present value of future benefits at the reporting date is shown
as an obligation on the statement of financial position.

Re-measurement of net defined benefit liability, which comprise actuarial gains and
losses are recognised in a similar manner to the defined benefit pension plan.

Impairment:

The carrying amounts of the Group’s assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists, an
asset’s recoverable amount is estimated. An impairment loss is recognised whenever the
carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognised in profit or loss.

(®

(i)

Calculation of recoverable amounts:

The recoverable amount of the Group’s receivable is calculated as the present value
of expected future cash flows, discounted at the original effective interest rate
inherent in the asset. Receivables with a short duration are not discounted. An
impairment loss in respect of an available-for-sale investment previously recognised
in equity is transferred to profit or loss.

The recoverable amount of other assets is the greater of its value in use and its fair
value less cost to sell. Value in use is based on the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.
For an asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

Reversals of impairment:

An impairment loss in respect of receivables is reversed if the subsequent increase
in recoverable amount can be related objectively to an event occurring after the
impairment loss was recognised. An impairment loss is reversed if there has been a
change in the estimate used to determine the recoverable amount. For financial
assets measured at amortised cost and available-for-sale debt securities, the reversal
is recognised in profit or loss. For available-for-sale equity securities, the reversal
is recognised directly in other comprehensive income.
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Statement of compliance, basis of preparation and significant accounting policies (cont’d)

)

@

()

Impairment (cont’d):
(ii)) Reversals of impairment (cont’d):

‘Where the calculation results in a benefit to the Group, the recognised asset is limited
to the net total of any unrecognised actuarial losses and past service costs and the
present value of any future refunds from the plan or reductions in future contributions
to the plan.

An impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

Interest-bearing borrowings:

Interest-bearing borrowings are measured initially at cost. Subsequent to initial
recognition, interest-bearing borrowings are measured at amortised cost, with any
difference between cost and redemption value being recognised in profit or loss over the
period of the borrowing on an effective interest basis.

Revenue recognition:

Operating revenue is recognised when billings are made for services provided by the
Group. Deferred revenue collected in respect of the K-Factor fund established by
regulation is recognised as operating revenue in profit or loss when expenditures arising
from approved projects are incurred.

Grants:

Grants received are deferred where the benefit of a grant is represented by property, plant
and equipment. Annual transfers, equivalent to depreciation charged on property, plant
and equipment funded by a grant, are made from the deferred credit account to profit or
loss. In all other cases, grants are brought to account as revenue of the period in which
they are received.
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Statement of compliance, basis of preparation and significant accounting policies (cont’d)

®

(v

)

Income taxes:

Taxation on the profit or loss for the year comprises current and deferred tax. Taxation is
recognised in profit or loss, except to the extent that it relates to items recognised directly
to equity, in which case it is recognised in other comprehensive income.

Current tax is the expected tax payable on the income for the year, using tax rates enacted
at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided for temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes.
The amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted at the
reporting date.

A deferred tax liability is recognised for all taxable temporary differences, except to the
extent that the Group is able to control the timing of the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.
Financial instruments:

A financial instrument is any contract that gives rise to a financial asset of one enterprise
and a financial liability or equity instrument of another enterprise. For the purpose of these
financial statements, financial assets have been determined to include cash and cash
equivalents, investments and accounts receivable. Similarly, financial liabilities include
accounts payable, deposits and retentions, bank overdrafts, short and long-term loans.

Interest in subsidiary:

The Commission’s interest in its subsidiary is carried at cost less impairment losses.
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3. Cash and cash equivalents

Cash and cash equivalents include the following restricted amounts aggregating US$15,692,000
and JM$841,308,000 (2016: US$10,959,000 and IM$1,217,574,000) for the Group broken down
as follows:

(@

(b)

(©

(d

US$12,418,000 and JM$1,472,000 (2016: US$6,108,000 and JM$49,894,000) in respect
of unutilised loan funds deposited at The Bank of Nova Scotia Jamaica Limited, for the
funding of the Kingston Metropolitan Area Water Supply Improvement project, in
accordance with a loan agreement with the Inter-American Development Bank;

US$3,129,000 and IM$15,000 (2016: US$4,710,000 and JM$627,638,000) in respect of
unutilised loan funds deposited at The National Commercial Bank (US$) and The Bank of
Nova Scotia Jamaica Limited (JMS$), for the funding of the Caribbean Regional Fund for
Wastewater Management project, in accordance with a loan agreement with the Inter-
American Development Bank;

US$138,000 (2016: US$137,000) in respect of unutilised loan funds deposited at Scotia
Investments Jamaica Ltd., to facilitate the drawdown of the Syndicated Loan, in accordance
with a loan agreement with The Bank of Nova Scotia Jamaica Limited, National
Commercial Bank Jamaica Limited and First Caribbean International Bank;

US$7,000 and JM$478,146,000 (2016: US$4,000 and JM$540,042,000) in respect of
unutilised K-factor funds deposited at The Bank of Nova Scotia Jamaica Limited, for the
funding of K-factor projects approved by the Office of the Utilities Regulations (OUR) in
accordance with the National Water Commission Review Rates Determination Notice
Document No. 2013/WAS/004 DET.003. Lodgements and withdrawals are made from
this account as follows:

e Lodgements are to be based on 88% of monthly K-factor billings to customers.
e Withdrawals are based on qualifying expenditure, that is:

(a) Value of approved projects with loan financing — principal and interest payments
only; and

(b) Value of projects not financed — full payment allowed.

At March 31, 2017, there was a net shortfall of funds not deposited to this account in the
amount of $858,000,000 (2016: $729,792,000). The balance as at March 31, 2017 will be
repaid through amounts spent or to be spent by the Commission on K-Factor qualified
projects.

During the year ended March 31, 2017, the Commission’s actual collection experience, as
compared to the OUR’s deemed collection rate of 88%, was 87% (2016: 92%).
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4. Short-term investments

Group and Commission
Thousands of Dollars

2017 2016
Reverse repurchase agreements:
Jamaica dollars 536,271 274,352
United States dollars [US$600,352 (2016: US$592,850)] 76,707 71,950
Loans and receivables:
Certificates of deposit 20,745 22,525
633,723 368,827

The certificates of deposit of $20,745,000 (2016: $22,525,000) is being held in escrow. The fair
value of the underlying securities for reverse repurchase agreements approximates their carrying
value.

5. Consumer accounts receivable

(i) The aging of consumer accounts receivable at the reporting date was:

Group
Thousands of Dollars
2017 2016
Gross Impairment Gross Impairment

allowance allowance
Due 0-30 days 2,438,002 944,722 2,082,260 849,143
Past due 31-60 days 769,256 220,322 786,455 236,182
Past due 61-90 days 596,125 187,538 559,365 177,086
Over 90 days 23,950,105 20.173.367 21,584,816 18,115,734
27,753,488 21,525,949 25,012,896 19,378,145

Net balances 6,227,539 5,634,751
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5. Consumer accounts receivable (cont’d)

(®

(ii)

(iii)

The aging of consumer accounts receivable at the reporting date was (cont’d):

Commission
Thousands of Dollars
2017 2016
Gross Impairment Gross Impairment
allowance allowance
Due 0-30 days 2,438,002 944,722 2,082,260 849,143
Past due 31-60 days 769,256 220,322 786,455 236,182
Past due 61-90 days 596,126 187,537 559,365 177,086
Over 90 days 23,941,470 20,173,368 21,584,816 18,115,734
27,744,853 21,525,949 25,012,896 19,378,145
Net balances 6,218,904 5,634,751

The movement in the allowance for impairment losses for the year was as follows:

Group and Commission
Thousands of Dollars

2017 2016
Balance at beginning of year 19,378,145 17,854,944
Impairment loss recognised 2.147.804 1,523,201
Balance at end of year 21,525,949 19,378,145

Consumer accounts receivable includes $2,105,928,000 (2016: $1,447,331,000) receivable
from Government of Jamaica entities. No allowance for uncollectable receivable has been
recognised in relation to these accounts.

6. Other accounts receivable and prepaid expenses
Group Commission
Thousands of Dollars Thousands of Dollars

2017 2016 2017 2016

Prepayments and deposits 335,510 815,561 319,215 781,762
Interest receivable 40,536 18,994 40,536 18,994

Rent and royalty receivable 15,831 941 15,831 941

Staff loans and advances 29,659 27,860 29,659 27,860
Other receivables 153,786 221,931 153,786 220,180
575,322 1,085,287 559,027 1,049,737
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6. Other accounts receivable and prepaid expenses (cont’d)

The movement in the allowance for impairment losses for the year was as follows:

Group and Commission
Thousands of Dollars

2016 2015
Balance at beginning of year 122,178 117,498
Impairment loss recognised - 4.680
Balance at end of year 122,178 122,178
The aging of other receivables at the reporting date was:
Group Commission
Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016
Neither past due or impaired 123,728 221,499 114,401 194,669
Past due 1-30 days 66,922 372,268 66,922 372,268
Past due 31 -90 days 91,605 326,860 91,605 326,860
Over 90 days past due 415,245 286.838 408,277 278.118
697,500 1,207,465 681,205 1,171,915
Less: Allowance for impairment (__122,178) (__122,178) (_122.,178) (_122.,178)
575,322 1,085,287 559,027 1,049,737
7. Inventories
Group and Commission
Thousands of Dollars
2017 2016
Pipes, fittings, and valves 1,089,509 691,042
Pumps 191,588 191,588
Equipment spares 191,249 197,675
Other 290,514 268,707
1,762,860 1,349,012
Less: Allowance for impairment (__196.,965) (__196.,965)
1,565,895 1,152,047

Materials used and included in operating expenses amounted to $554,269,000 (2016:
$650,608,000).
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8. Bank overdraft and short-term loans

Group Commission
Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016
Bank overdraft (unsecured) 57,439 8,643 57,439 8,643
Loans (a) 76,257 276.832 76,257 71.639
133,696 285,475 133,696 80,282

(a) This includes:

In the previous year, an unsecured loan from National Housing Trust (NHT) in the
amount of $Nil (2016: $98,053,294) with interest of 12% per annum and loans from
Urban Development Corporation (UDC) totalling $107,140,137 (2016:
$107,140,107) which bore interest at 12% per annum. By Cabinet decision dated
June 4, 2010, there should be no further payment or consideration for repayment of
loans.

An unsecured loan from The Bank of Nova Scotia Jamaica Limited in the amount of
$76,257,000 (2016: $71,639,000) with interest of 8.3% and is repayable over ten
months.

9. Other accounts payable
Group Commission

Thousands of Dollars Thousands of Dollars

2017 2016 2017 2016
General Consumption Tax (GCT) 1,397,130 611,655 1,397,130 611,655
Statutory deductions 91,872 81,844 91,872 81,844
Interest payable 884,835 832,914 884,835 832,914

Other payables and

accrual charges 317.370 422,679 295,705 422,014
2,691,207 1,949,092 2,669,542 1,948,427
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Other accounts payable (cont’d)

Other payables and accrued charges include provisions for retrospective and incentive salaries
and unused vacation leave as follows:
Group and Commission
Thousands of Dollars

2017 2016
Balance at beginning of year 358,216 217,238
Provisions made during the year 105,282 318,437
Provisions utilised during the year (222.476) (177.459)
Balance at end of year 241,022 358,216

Retroactive and incentive salaries are estimated based on salary rates at year-end. Actual rates
could differ at final settlement.

Investments
Group and Commission
Thousands of Dollars

2017 2016
Loans and receivables:
Government of Jamaica Bond 74,823 73,617

This represents Fixed Rate Accreting Notes (“FRANSs”) issued by the Government of Jamaica
(GOJ). As part of the National Debt Exchange, GOJ mandated the Commission and all other state-
owned/controlled entities that held GOJ issued notes (“Old Notes™) as at February 21, 2013 to
exchange those Old Notes for new notes — FRANs — as at February 22, 2013. Old notes with a
carrying amount of $90,706,000 at that date were exchanged for FRANs with a fair value of
$70,542,000, resulting in a loss of $20,164,000. The terms of the FRANS are as follows:

(i) A holder of Old Notes will be issued with J$80 of initial principal value of FRANs for
every J$100 of principal value of Old Notes.

(ii) Interest is payable semi-annually on February 15 and August 15 at a fixed rate of 10% p.a.
on the accreted principal value with the first payment made on August 15, 2013.

(iii) Accretion for the additional J$20 of principal value will commence in August 2015 as
follows:
. 0.5% of $100 every six months from August 15, 2015 until August 15, 2020;
. Thereafter, 1.0% of $100 every six months until August 15, 2026; and
. Thereafter, 1.5% of $100 every six months until August 15, 2027.
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10.

11.

12.

Investments (cont’d)

(iv)  The FRANs may be redeemed by GOJ on any interest payment date after August 15,2020
(The value at which the FRAN could be redeemed wass not included in the offer
document).

The fair value of investments classified as loans and receivables as at March 31, 2017 aggregated
$77,099,000 (2015: $73,444,000) for the Group.

Interest in subsidiary
Thousands of Dollars

2017 2016

Unquoted equities, at cost
Central Wastewater Treatment Company Limited (CWTC) - -

This is stated after deducting provision for impairment of $63,818,000 (2016: $63,818,000).

On June 14, 2010, Cabinet approved the transfer of GOJ’s interest in CWTC to the Commission.
CWTC’s place of business is in Jamaica. During 2015, the formal process of the transfer of the
85% shareholding in CWTC was completed.

Intangible asset

This represents computer software costs capitalised as follows:

Group and Commission
Thousands of Dollars

2017 2016
At cost:
At beginning and end of year 531.381 531,381
Amortisation:
At beginning of year 324,891 267,485
Charge for the year 57.402 57.406
At end of year 382,293 324,891
Net book value 149,088 206,490
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13.  Property, plant and equipment

At cost or valuation:
March 31, 2015
Additions
Write-off
Transfers

March 31, 2016

Additions

Write-off

Transfers

March 31, 2017
Depreciation:

March 31, 2015

Charge for the year

Impairment

Eliminated on

disposal

March 31, 2016

Transfer

Charge for the year

March 31, 2017

Net book values:
March 31, 2017

March 31, 2016

0

\
WATER
COMMISSION
Group
Thousands of Dollars
Reservoirs,
pipelines, Motor
Freehold Buildings ~ pumps and vehicles Leased
land and and sewerage and other Projects motor
land rights warehouses plants equipment in progress vehicles Total
1,343,899 4,120,532 112,581,177 2,268,827 21,545,017 513,564 142,373,016
- 2,972 52,159 159,546 5,708,385 - 5,923,062
- ( 524,610) ( 1,945)  ( 245) - ( 526,800)
- - 13.282.882 - (13.282.882) - -
1,343,899 4,123,504 125,391,608 2,426,428 13,970,275 513,564 147,769,278
- 12,525 202,413 60,684 4,128,606 - 4,404,228
- - ( 918,197) - ( 137,236) - ( 1,055,433)
- 514,986 10.102.187 1,945  (10.617.173) (__1.945) -
1.343.899 4.651.015 134.778.011 2.489.057 7.344.472 511.619 151.118.073
- 1,279,106 70,385,657 1,672,452 - 490,387 73,827,602
100,064 6,813,384 150,899 - 23,177 7,087,524
- 1,411,350 16,911,618 86,331 - - 18,409,299
- - (__520.724) (__1.945) - - ( 522.669)
- 2,790,520 93,589,935 1,907,737 - 513,564 98,801,756
- - - 1,945 - ( 1,945)
- 59.573 4.860.680 33,847 - - 4.954.100
- 2.850.093 98.450.615 1.943.529 - 511,619 103.755.857
1,343,899 1 22 36,327,396 545,528 7,344,472 - 4 2,21
,343,899 ,332,984 31.801,673 518,691 13,970,275 - 48,967,522
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13. Property, plant and equipment (cont’d)

Commission
Thousands of Dollars
Reservoirs,
pipelines, Motor
Freehold Buildings ~ pumps and vehicles Leased
land and and sewerage and other Projects motor
land rights ~ warchouses plants equipment in progress vehicles Total
At cost or valuation:
March 31, 2015 1,253,901 4,102,669 109,307,925 2,241,398 21,545,017 511,619 138,962,529
Additions - 2,972 52,159 159,546 5,618,385 - 5,833,062
Disposals/write-off - - ( 524,610) ( 1,945) ( 245) - ( 526,800)
Transfers - - 13.282.882 - (13.282.882) £ 3
March 31, 2016 1,253,901 4,105,641 122,118,356 2,398,999 13,880,275 511,619 144,268,791
Additions - 12,524 202,414 60,457 4,053,593 - 4,328,988
Write-off - - ( 918,197) - ( 137,236) - ( 1,055,433)
Transfers - 514,986 10,102,187 - (10.617.173) - -
March 31, 2017 1.253.901 4,633,151 131,504,760  2.459.456 7.179.459 511.619 147,542,346
Depreciation:
March 31, 2015 - 1,272,968 69,217,510 1,643,078 - 490,387 72,623,943
Charge for the year - 99,222 6,662,108 152,844 - 21,232 6,935,406
Impairment - 1,411,350 16,911,618 86,331 - - 18,409,299
Eliminated on disposal - - ( 520.724) ( 1.945) - - ( 522.669)
March 31, 2016 - 2,783,540 92,270,512 1,880,308 - 511,619 97,445,979
Charge for the year - 58.729 4,709,404 33.842 - - 4,801,975
March 31, 2017 - 2.842.269 96.979.916 1.914.150 - 511.619 102.247.954
Net book values:
March 31, 2017 1,253,901 1,790,882 34,524,844 545,306 7,179,459 B 45,294,392
March 31, 2016 253,901 1,322,101 29,847,844 518,691 13,880,275 - 46,822,812

(a) Under Law 34 of 1936, certain of the lands are vested in the Commission but titles thereto
are not registered in the name of the Commission, but are held by the Commissioner of
Lands on its behalf.

(b) Projects in progress include several projects that are being constructed by Rural Water
Supply Limited, also a Government of Jamaica entity. At March 31, 2017, capital
expenditure on these projects aggregated approximately $32,369,000 (2016:
$306,961,000).

(c) Additions to projects in progress for the year include capitalised borrowing costs related to
the acquisition of assets amounting to $103,343,000 (2016: $788,759,000).

(d) Property, plant and equipment were re-valued on March 31, 2013, by Castalia Strategic
Advisors. The reported surplus on revaluation is included in reserves (see notel5).

(¢) The Commission tested the corporate assets for impairment on March 31, 2017 and
recognised an impairment of $Nil (2016: $18,409,299,000). Management estimated the
recoverable amount of the assets or the cash generating unit (CGU) based on its value in
use.
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14. Deferred taxation

Deferred tax asset is attributable to the following:

Group
2017
Thousands of Dollars
Balance at Balance at
March 31, Recognised Recognised  March 31,
2016 in profit/(loss) equity 2017
[note 23]
Unrealised foreign exchange gain 8,706 ( 9,250) - ( 544)
Accrued investment income ( 6,331) ( 7,235) - ( 13,566)
Other accounts payable 325,439 26,268 - 351,707
Employee benefits 8,276,891 624,303 ( 20,202) 8,880,992
Property, plant and equipment 430,203 1,625,846 - 2,056,049
Unused tax losses 447,352 359.088 - 806.440

9,482,260 2,619,020 (__20,202) 12,081,078

Group
2016
Thousands of Dollars
Balance at Balance at
March 31, Recognised Recognised  March 31,
2015 in profit/(loss) equity 2016
[note 23]
Unrealised foreign exchange gain ( 20,647) 29,353 - 8,706
Accrued investment income ( 1,720) ( 4,611) - ( 6,331
Finance lease 5,689 ( 5,689) - -
Other accounts payable 293,479 31,960 - 325,439
Employee benefits 8,209,637 585,944 ( 518,690) 8,276,891
Property, plant and equipment (6,715,583) 1,009,353 6,136,433 430,203
Unused tax losses - 447.352 - 447.352

1,770,855 2,093,662 5,617,743 9,482,260
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14.  Deferred taxation (cont’d)

Deferred tax asset is attributable to the following (cont’d):

Commission
2017
Thousands of Dollars
Balance at Balance at
March 31, Recognised Recognised  March 31,
2016 in profit/(loss) equity 2017
[note 23]

Unrealised foreign exchange gain 8,706 ( 9,250) - ( 544)
Accrued investment income ( 6,331) ( 7,235) - ( 13,566)
Other accounts payable 325,439 26,268 - 351,707
Employee benefits 8,276,891 624,303 ( 20,202) 8,880,992
Tax losses - 409,329 - 409,329
Property, plant and equipment 741,058 1.553.874 - 2.294.932

9,345,763 2,597,289 (__20,202) 11,922,850

Commission
2016
Thousands of Dollars
Balance at Balance at
March 31, Recognised Recognised  March 31,
2015 in profit/(loss) equity 2016
[note 23]

Unrealised foreign exchange gain ( 20,647) 29,353 - 8,706
Accrued investment income ( 1,720) ( 4,611) - ( 6,331)
Finance lease 5,689 ( 5,689) - -
Other accounts payable 293,479 31,960 - 325,439
Employee benefits 8,209,637 585,944 ( 518,690) 8,276,891
Property, plant and equipment (6,715.583) 1,320.208 6.136.433 741,058

1,770,855 1,957,165 5,617,743 9,345,763

The amount recognised in equity for property, plant and equipment relates only to the upliftment
in value of the deemed cost. The amount recognised in income for property, plant and equipment
relates to the net impact of depreciation and capital allowances given.
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15. Reserves
Group and Commission
Thousands of Dollars

2017 2016
Arising on transfer of assets (i) 64,026 64,026
Revaluation reserve (ii) 19,428,098 19,428,098
Deferred tax on revaluation of property, plant and equipment (__133.,660) (_133.660)

19,358,464 19,358,464

(i)  This comprises primarily the capitalised value of public mains in subdivisions taken over
by the Commission from the parish councils.

(ii)  This represents the net surpluses arising on the revaluation of the Commission’s property,
plant and equipment as at March 31, 2013. As a result of an impairment on corporate assets
reserves net of deferred tax was adjusted by $Nil (2016: $12,272,866,000) (see notes 13
and 14).

16. Non controlling interest

The following table summarizes the information relating to the subsidiary that has material non-
controlling interest (NCI) before any intragroup eliminations.

NCI percentage 14.85% 14.85%
Thousands of Dollars
2017 2016
Non-current assets 2,226,054 2,281,207
Current assets 3,065,977 2,707,218
Non-current liabilities (3,178,149) (4,588,373)
Current liabilities (1.776.666) (_288.214)
Net assets 337.216 111,838
Carrying amount of NCI 50,077 16,608
Revenue 1,168,993 1,125,466
Profit, being total comprehensive income 225,386 80,281
Profit allocated to NCI 33,469 11,922
Cash flows from operating activities 92,275 25,690
Cash flows from investment activities (__75.078) (___89.871)
Net increase/(decrease) in cash and cash equivalents 17,197 (__64,181)
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17. Long-term loans

(a) BNP — Paribas [€1,919,509 (2016: €2,879,262)]

(b) Government of Jamaica:
(i) Jamaica dollar
(ii) US$7,499,999 (2016:US$7,499,999
(iii) €212,155
(¢) Inter-American Development Bank [US$18,110,472
(2016: US$19,451,990)]
(d) Inter-American Development Bank [US$96,486,026
(2016: US$74,539,307]
(e) The Bank of Nova Scotia Jamaica Limited
[US$286,097 (2016: US$858,319)]
(f)  JCSD Trustee Services Limited

0

NATIONAL
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(2) BNP — Paribas [US$50,547,454 (2016: US$55,868,238)] 6,503,799 6,818,277

(h) The Bank of Nova Scotia Jamaica Limited
[€71,113 (2016: €213,335)]

(i)  Vinci Construction Grand Projects
[US$6,838,523 (2016: US$7,598,359)]

(j)  Vinci Construction Grand Projects [US$2,564,657
(2016: US$2,849.,619)]

(k) National Housing Trust

(1)  Syndicated loan [US$93,916,666 (2016: US$101,583,000)] 12,083,994 12,397,444

(m) JCSD Trustee Services Limited
(n) National Commercial Bank Jamaica Limited
(o) National Commercial Bank Jamaica Limited
[US$3,000,000 (2016: US$3,000,000)
(p) National Commercial Bank Jamaica Limited
(q) National Commercial Bank Jamaica Limited
(i) Jamaica dollar
(ii) US$24,700,000 (2016:US$36,793,838)

Less: Current maturities

Group Commission
Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016
267,867 398,770 267,867 398,770
789,645 789,645 789,645 789,645
965,004 915,316 965,004 915,316
28,100 - 28,100 -
2,330,224 2,373,962 2,330,224 2,373,962
12,414,857 9,096,934 12,414,857 9,096,934
36,811 104,751 36,811 104,751
180,000 - 180,000
6,503,799 6,818,277
9,924 29,546 9,924 29,546
879,894 927,320 879,894 927,320
329,987 347,773 329,987 347,773
82,351 89,931 82,351 89,931
12,083,994 12,397,444
1,889,979 1,889,979 1,889,979 1,889,979
78,750 90,000 78,750 90,000
386,002 366,126 386,002 366,126
826,500 1,000,499 826,500 1,000,499
1,582,710 - - -
3.178.080 4.490.320 - -
44,664,478 42,306,593 39,903,688 37,816,273

(_5.413.214) (_4.540.486)
39.251,264 37.766.107

36,073,115

(_3.830.573) (_3.039.367)

34,776,906

All of the loans, except for loans (m) and (q) are guaranteed by the Government of Jamaica (see

also note 8) with the following terms:

(a) This loan is for a period of ten years and is repayable in twenty equal consecutive semi-
annual instalments, maturing December 15,2018. Interest is payable semi-annually at a fixed

rate of 4.95% (2016: 4.95%).

(b) (i) This loan represents a portion of a loan that was extended by the Government of China
to the Government of Jamaica and was on-lent to the Commission for the procurement
of pipes, fittings and valves. The loan is repayable in twenty-one equal semi-annual
instalments which should have commenced March 21, 2011. It bears a fixed interest
rate at 2%, and 5% on overdue amounts. The loan is repayable in Jamaica dollars.

(ii) The US dollar loan comprises a credit facility extended by the Government of India to
the Government of Jamaica in 2007, and was on-lent to the Commission for the
procurement of pumps and generators. Documentation and repayment terms are still to

be formalised but interest is being accrued at 3.375% per annum.
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17. Long-term loans (cont’d)

(b)

(©

(Y

(©

®

(€]

(h)

(iii) The loan represents a portion of a loan extended by the China Government to the
Government of Jamaica and was on lent to the Commission. The loan is repayable in
fifteen annual instalments. The loan bears a fixed interest rate of 5.77%, and 1% on
overdue amounts.

This loan represents aggregate drawdowns and is for a period of nineteen years and six
months with a moratorium on principal repayment commencing March 21, 2011 and the
last instalment to be paid no later than September 21, 2030. The loan is repayable in 40
equal semi-annual instalments. The loan bears interest at a variable rate to be determined
by the bank periodically and interest is paid semi-annually. Variable interest rate for the
quarter ended March 31, 2017 was 1.99% (2016: 1.85%).

The loan represents aggregate drawdowns and is for a period of twenty (20) years with'a
moratorium period of five (5) years and six (6) month. The loan is repayable in 30 equal
semi-annual instalments. Interest is paid semi-annually. Interest rate as at March 31, 2017
was 1.99% (2016: 1.85%).

The loan is for a period of five years and is repayable in ten (10) equal consecutive semi-
annual instalments of US$286,849, maturing September 2017, this loan was refinanced in
November 2012. Interest is payable quarterly at a fixed rate of 6.25% (2016: 6.25%)).

JCSD Trustee Services Limited, acts as trustees of the holders of tradable variable rate
notes, which are for a period of ten years with a moratorium on principal repayments for
twenty four (24) months. The loan was repaid in October 2016.

The loan is for a period of seven years with moratorium on principal repayments for thirty
(30) months. The loan is repayable in twenty-eight (28) equal semi-annual instalments,
commencing September 2012. Interest is capitalised on principal and payable semi-
annually with a fixed interest rate of 4.22% (2016: 4.22%).

The loan is for a period of five years and is repayable in seven (7) equal consecutive semi-
annual instalments of €71,113, maturing September 2017; refinanced as at November
2012. Interest is payable quarterly at a fixed rate of 6.75% (2016: 6.75%) per annum.

(i) and (j) These loans are for a period of seven years with moratorium on principal repayments

)

of thirty (30) months. These loans are repayable in twenty-eight (28) equal semi-
annual instalments, commencing September 2012. Interest payments which
commenced September 2010 are payable semi-annually with a fixed interest rate of
9.77%.

The loan is for a period of fifteen (15) years with moratorium on principal and interest
repayments for three (3) years and is repayable in one hundred and forty (144) equal
monthly instalments of $1,142,222, maturing October 2022. Interest is payable monthly
at a fixed interest rate of 5% (2016: 5%) per annum.
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17. Long-term loans (cont’d)

O}
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This loan represents aggregate drawdowns on a syndicated loan from three institutions,
The Bank of Nova Scotia Jamaica Limited, National Commercial Bank Jamaica Limited
and First Caribbean International Bank Jamaica Limited for US$55 million, US$40
million and US$20 million respectively. The loan is for a period of seven (7) years with
moratorium on principal repayments for two and a half (2'%) years. The loan is repayable
in seventeen (17) quarterly equal instalments of US$1,916,667 and a balloon payment of
US$82,416,667 commencing September 2014. Interest is payable quarterly. These
variable interest rate for the quarter and March 31, 2017 was 6.40% (2016:5.85%).

JCSD Trustee Services Limited, acts as trustees for the holders of the of tradable variable
rate notes, which are for a period 10 years with moratorium on principal also for 10 years.
A lump sum payment of principal of 1,889,979,000 is due October 6, 2022. Interest rate
is variable and is calculated on a margin of 1.75% + average treasury yield. Average
treasury yield at March 31, 2017 was 7.56% (2016: 8.10%).

This loan is for a period of five years with a moratorium on principal repayments of up to
twelve months and is repayable quarterly in sixteen equal instalments, maturing June 30,
2020. Interest is payable monthly at a fixed rate of 10.85%.

This loan is for a period of twelve years and will be repaid from a grant provided by the
Inter-American Development Bank. Interest is payable semi-annually at an annually
renewable variable rate of 3.0% over the deposit rate being earned on the CReW/K-Factor
USD deposit being held with National Commercial Bank. At March 31, 2017 the interest
rate was 3.25% p.a., (2016:3.25%)

This loan is for a period of five years with a moratorium period of ten months and is
repayable quarterly in twenty-three equal instalments, maturing September 30, 2021.
Interest is payable quarterly at a fixed rate of 11.0% for years 1 and 2 and variable
thereafter at 6-month WATBY plus 5.75% p.a.

This loan is in three (3) tranches: (1) J$1.57 billion at 8.75% per annum. This tranche was
refinanced during the year to a J$ loan (2016: US$12.30 million at 7.75% per annum) (2)
US$12.30 million at 8.125% per annum and (3) US$12.40 million at 8.25% per annum.
The loans are repayable, August 2021, August 2017 and August 2019 respectively.

Aggregate future payments pursuant to these loan agreements, with reference to reporting date are as

follows:
The Group Commission
Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016
Minimum loan payments due:
Within 1 year 7,775,568 6,799,431 5,310,940 5,024,466
Within 1-2 years 16,561,063 6,552,990 16,243,073 4,625,407
Within 2-5 years 12,054,511 21,947,412 8,652,644 20,253,144
Within 5 —10 years 12,208,606 11,713,666 12,584,627 11,713,666
More than 10 years 5.397.202 5.355.147 5.434.806 5.355.147
53,996,950 52,368,646 48,226,090 46,971,830
Less: Future finance charges (9.332.472) (10.062,053) (_8.322.402) (_9.155,557)
Present value of future minimum
loan payments 44,664,478 42,306,593 39.903,688 37,816,273
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18.

19.

Deferred income

48

Group and Commission
Thousands of Dollars

2017 2016
Deferred capital grants at beginning of year 7,067,545 7,553,599
Received during the year:
Government of Jamaica (- 21461) 18,997
International grants ( 618) -
Inter-American Development Bank ( 2.579) 114,269
7,042,887 7,686,865
Reduced by transfers to profit or loss consequent on depreciation
charged for the year on property, plant and equipment
purchased out of capital grants (__666.,782) (__619,320)
Balance at end of year 6,376,105 7,067,545

Employee benefit obligations

Employee benefits obligation recognised in the statement of financial position in respect of:

Group and Commission
Thousands of Dollars

2017 2016
Pensions (Parochial Officers) Act 19,293,000 17,973,000
NWC Pension Scheme 1,271,616 977,025
Pension benefit obligations (a) 20,564,616 18,950,025
Post-retirement medical and other benefit obligations (b) 6,081,025 5.883.131
26,645,641 24,833,156
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19.

Employee benefit obligations (cont’d)

(a) Pension benefit obligations:

(i) Movement in the net defined liability

(if)

Balance as at April 1

Included in profit or loss:
Current service cost
Interest cost (income)

Included in other comprehensive

income:
Re-measurement loss/(gain):
Actuarial loss/(gain) arising
from:
Financial assumptions
Experience adjustment

Other :

Annuities

Contributions paid by
employer

Benefits paid

Balance at March 31

Group and Commi

49

ion

Thousands of Dollars

Defined Fair value Net defined
benefit obligation of plan assets benefit liability
2017 2016 2017 2016 2017 2016
21,675.643 20.685.588 (2.725.618) (2.237.740) 18.950.025 18.447.848
460,069 424,088 - - 460,069 424,088
1.915.813 1.924.373 (_246981) (_217.182) _1.668.832 1.707.191
2.375.882 2.348.461 (_246981) (_217.182) _2.128.901 2.131.279
1,896,064 1,586,234 ( 15,051) ( 14,884) 1,881,013 1,571,350
(_1.441.960) (_2.106,594)  (_185.506) (_156,787) (_1.627.466) (_2.263.381)
454.104 (__520.360) (_200.557) (_171.671) 253.547 (__692.031)
75,103 61,667  ( 75103) ( 61,667) - -
58,537 49,745 ( 229,394) ( 205,816) ( 170,857) (  156,071)
(__863.440) (__949.458) 266.440 168.458 (__597.000) (__781.000)
(__729.800) (__838.046) (__38.057) (__99.025) (__767.857) (__937.071)
23,775.829 21,675,643 (3.211.213) (2.725.618) 20,564,616 18,950,025

Plan assets consist of the following:

Annuities
Equities
Fixed income securities

National Water Commission
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Group and Commission
Thousands of Dollars

2017 2016

515,499 424,256

669,005 476,990
2,026,709 1,824,372
3,211,213 2,725,618
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19. Employee benefit obligations (cont’d)

(a) Pension benefit obligations (cont’d):

(iii) The following were the principal actuarial assumptions at the reporting date

(iv)

(expressed as weighted averages):

2017 2016
Discount rate 9.5% 9.0%
Expected return on plan assets 9.5% 9.5%
Future salary increases 6.5% 5.5%
Future pension increases 6.5% 5.5%

Assumptions regarding future mortality are based on GAM 94 table. The expected
long-term rate of return on plan assets is based on the assumed long-term rate of
inflation.

At March 31, 2017 the weighted average duration at the defined benefit obligation
was 34 years (2016: 34 years).

Sensitivity analysis on projected benefit obligation:

The calculation of the projected benefit obligation is sensitive to the assumptions
used. The table below summarizes how the projected benefit obligation measured at
the end of the reporting period would have increased/(decreased) as a result of a
change in the respective assumptions by one percentage point. In preparing the
analyses for each assumption, all others were held constant.

2017
$°000 $°000
1% 1%
Increase Decrease
Discount rate (1,010,528) 1,357,404
Future salary increase 812,993 ( 675,632)
Future pension increases 530,518 ( 454,386)
2016
$°000 $°000
1% 1%
Increase Decrease
Discount rate (2,864,236) (3,634,036)
Future salary increase ( 735,157) ( 652,715)
Future pension increases (2,842,934) (2.369,731)

As mortality continues to improve, estimates of life expectancy are expected to
increase. An increase of one year in life expectancy will increase the employee
benefit obligation by approximately $122,371,000, while a decrease of one year in
life expectancy will result in a decrease of $123,630,000.
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19. Employee benefit obligations (cont’d)

(b) Post-retirement medical and other benefit obligations:

(i)  Movement in net post-retirement medical and other benefit liability:

51

Group and Commission

Thousands of Dollars

Defined benefit obligation

2017 2016
Balance as at April 1 5,883,131 6,183,522
Included in profit or loss:
Current service cost 152,677 158,208
Interest cost 522,128 579,108
674,805 737.316
Included in other comprehensive income:
Re-measurement (gain)/loss:
Actuarial gain arising from:
Financial assumptions ( 289,986) 532,290
Experience adjustment (__24.174) (1,396.330)
(_314,160) (__864.040)
Other:
Benefits paid (_162,751)  (_173.667)
Balance at March 31 6,081,025 5,883,131

(i)  Principal actuarial assumptions at the reporting date (expressed as weighted

averages):

2017
Discount rate 9.5%
Medical claims growth 8.5%

Actuarial assumptions regarding mortality, inflation, etc., follow the same bases as

those outlined in note 19 (a)(iii) above.

At March 31, 2017, the weighted average duration of defined benefit obligations was

34 years (2016: 34 years).
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19.

20.

Employee benefit obligations (cont’d)

Post-retirement medical and other benefit obligations (cont’d):

(iii)  Sensitivity analysis on projected benefit obligation:

The calculation of the projected benefit obligation is sensitive to the assumptions
used. The table below summarizes how the projected benefit obligation measured at
the end of the reporting period would have increased/(decreased) as a result of a
change in the respective assumptions by one percentage point. In preparing the
analyses for each assumption, all others were held constant.

Group and Commission
Thousands of Dollars

2017
$°000 $°000
1% 1%
Increase Decrease
Discount rate ( 477,636) 623,292
Future medical cost 623,292 ( 485,139)

Group and Commission
Thousands of Dollars

2016
$°000 $°000
1% 1%
Increase Decrease
Discount rate ( 814,671) 1,044,044
Future medical cost 643,231 (_501,100)

As mortality continues to improve, estimates of life expectancy are expected to
increase. An increase of one year in life expectancy will decrease the medical and
other benefit obligations by approximately $36,452,000, while a decrease of one year
in life expectancy will result in a decrease of $36,497,000.

The estimated pension contributions expected to be paid into the plan during the next
financial year is $244,320,000.

K-Factor fund

Under the National Water Commission Review Rates Determination Notice Document No.
2013/WAS/004 DET.003, effective October 3, 2013, the Commission was empowered to impose
a K-Factor charge of 14% on water, sewerage and service charges.

The amount so collected, net of X-Factor, which represents efficiencies gained, is to be used for
the purpose of financing capital programmes for efficiency improvement inclusive of mains and
sewerage replacement and other Non-Revenue Water (NRW) activities.
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20. K-Factor fund (cont’d)

The fund is represented as follows:
Group and Commission
Thousands of Dollars

2017 2016
Liability balance at beginning of year - -
K-Factor billings during the year 3,394,589 3,020,218
Reduced by transfers to profit or loss for qualifying
expenditures incurred (3.394.589) = (3.020,218)

Asset balance at end of year - -

At March 31, 2017, qualifying expenditures incurred but not transferred to profit or loss
aggregated $6,663,266,000 (2016: $7,364,491,000). These amounts are expected to be utilised
against future K-factor billings within twelve months of the reporting date.

21. Operating revenue

The Commission's revenue arises primarily from the supply of water, sewerage and service
charges.

22. Disclosure of expenses/(income) and related party transactions

(a) Operating expenses classified by nature, are as follows:

Group Commission

Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016

Salaries, wages and
related cost 8,430,449 7,805,371 8,415,040 7,794,890
Repairs and maintenance 3,029,968 2,813,747 3,955,515 3,683,403
Administration 5,245,636 3,837,959 5,179,561 3,788,131
Electricity 5,789,747 5,146,343 5,789,747 5,146,343
Telephone 114,246 132,324 114,246 132,324
Fuel and lubricants 240,054 250,608 240,054 250,608
Purchases — water 449,177 569,292 449.177 569,292

23,299,277 20,555,644 24,143,340 21,364,991
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22.
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Disclosure of expenses/(income) and related party transactions (cont’d)

(®)

(©

Loss before taxation is stated after charging:

Commissioners’ emoluments - fees
Staff costs

Compensation for key management:

Short-term benefits
Post-retirement benefits

Commissioners’ emoluments - fees
Staff costs

Compensation for key management:

Short-term benefits
Post-retirement benefits

Group

54

Thousands of Dollars

2017
1,665
8,430,449

192,714
40,186

2016
1,788
7,805,371

222,763
40,186

Commission

Thousands of Dollars

2017
1,620
8,415,040

192,714
40,186

2016
1,374
7,794,890

212,146
40,186

Significant transactions with government entities during the year were as follows:

Commission

Thousands of Dollars

Group
Thousands of Dollars
2017 2016
Revenue:
Water and sewerage
services (3,459,908) (3,067,400)
Expenses:
Purchases of water 169,780 424,409
Repairs and maintenance
-reinstatement of roads 8,053 51,247
-sewerage services - -
Trucking of water 169,833 89,449

2017

(3,459,908)
169,780
8,053

1,168,761
169,833

2016

(3,067,400)
434,591
51,247

1,172,909
89,449

National Water Commission
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23. Taxation

G

(®)

©

55

Taxation is computed at 33%4% for the Group’s results and 33'5% for the Commission’s

results for the year, adjusted for tax purposes, and comprises:

Current tax expense:
Income tax
Prior year adjustment

Deferred taxation:
Origination and reversal
of temporary differences
(note 14)

Reconciliation of tax expense:

Loss before taxation

Computed "expected"
tax credit@ 25% - 33%%
Difference between loss for
financial statements

and tax reporting purposes on:

Exempt income

Depreciation charge and capital
allowances

Disallowed expenses and
other items, net

Loss on disposal of property, plant

and equipment
Taxation losses
Prior year adjustment

Group Commission
Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016
50,881 896,546 - 850,948

(_564.210) 48,142 (_564,210) ( 53)
( 513,329) 944,688 ( 564,210) 850,895
(2,619.020) (2.,093.662) (2.597.289) (1,957,165)
(3,132,349) (1,148.974) (3.161,499) (1,106,270)
Group Commission
Thousands of Dollars Thousands of Dollars
2017 2016 2017 2016
(4,694,933) (5.259.690) (4.949.,469) (5,297,267)
(1,564,977)  (1,753230)  (1,649,823) (1,765,756)
( 222261) ( 206,440)  ( 222261)  ( 206,440)
( 976,430) 606,165 (1,326,117) 216,534
246,410 648,827 600,912 648,827
- 618 - 618
( 50,881) ( 493,003) - -
(_564.210) 48.089 (_564.210) ( 53)
(3,132,349) (_1,148,974)  (3,161,499) (1,106,270)

Taxation losses, subject to agreement with the Commissioner General Tax Administration
Jamaica, available for relief against future taxable profit of the subsidiary, amounted to
$2,419,321,926 (2015: $1,342,058,134) for the Group and $1,227,987,256 (2016: $Nil) for
the Commission. If unutilised can be carried forward indefinitely; however; the amount
that can utilised in any one year is restricted to 50% of the current year taxable profits.
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24. Contingent liabilities

(@

(®)

(©

(d)

©

At March 31, 2017, the Group was contingently liable in respect of various lawsuits
alleging damages aggregating approximately $416 million (2016: $433 million) the
outcome of which cannot be determined at this time. Consequently, these have not been
provided for in these financial statements.

In March 1999, the Commission was assessed for interest and penalties aggregating $151
million on income tax payable for the year 1997. The Ministry of Finance and Planning
by letter dated October 29, 1999, granted approval for a full waiver of the outstanding
penalty as at March 31, 1999. Tax Administration Jamaica was informed of this decision,
however, the claim has not been formally discharged.

At March 31, 2017, no provision has been made in the financial statements for employee
benefits and other post-retirement liabilities relating to two categories of employees who
have not made a claim for their pension and other post employment benefits.

At March 31, 2017, there were disputes in respect of amounts due to suppliers of $Nil
(2015: $163m) for which no provision has been made in the financial statements.

As at March 31, 2017, no provision has been made in the financial statements for interest
and penalties in relation to the non-payment of income tax and general consumption tax
(GCT). The estimated interest in respect of income tax is $284 million (2016: $284
million) and estimated interest and penalties in relation to GCT is $348 million (2016:
$93million).

25. Commitments

(@)

(b)

©

Capital:

At March 31, 2017, the Group had capital commitments amounting to approximately
$10,322 million (2016: $11,999 million) in relation to contracts for capital expenditure.
No provision has been made in these financial statements for the unexpended capital
commitments as at reporting date although appropriate funding has been approved.

Operating leases:

AtMarch 31, 2017, the Group had operating lease commitments aggregating $106,398,000
(2016: $73,148,000) of which $56,697,000 (2016: $58,944,000) is due within one year.

Loans:

At March 31, 2017, the Group had an approved loan facility of €15,000,000 (2016:
€15,000,000), for which no draw down was made and, consequently, no liability has been
recognised in these financial statements.

26. Financial instruments

(G

Financial risk management:
The Group has exposure to the following risks from its use of financial instruments:

e Credit risk
e Liquidity risk
e Market risk
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26. Financial instruments (cont’d)

(@)

Financial risk management (cont’d):

This note presents information about the Group’s exposure to each of the above risks
arising in the ordinary course of the Group’s business, the Group’s objectives, policies and
processes for measuring and managing risk, and the Group’s management of capital.

The Commissioners oversee the Group’s risk management framework. Key management
has responsibility for monitoring the Group’s risk management policies in their specified
areas and report monthly to the Commissioners on their activities.

The Group’s risk management policies are established to identify and analyse the risks
faced by the Group, to set appropriate risk limits and controls, and to monitor risk and
adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions. The Group, through training and management
standards and procedures, aims to develop a disciplined and constructive control
environment, in which all employees understand their roles and obligations.

The Group’s risk management policies also include the functions of its internal audit
department which undertakes both regular and ad-hoc reviews of risk management controls
and procedures, the result of which are reported to the Commissioners.

(i)  Credit risk:

Credit risk is the risk of financial loss to the Group if a customer or counterparty to
a financial instrument fails to meet its contractual obligations, and arises principally
from the Group’s consumer accounts receivable, which is stated net of an allowance
for impairment.

As part of its management of credit risk, the Group requires cash deposits from
certain consumers, which generally cover their significant credit risk. Additionally,
management has credit practices in place to minimise exposure to credit risk,
generally. This involves procedures for the prompt disconnection of services, and
recovery of, amounts owed by defaulting customers.

The maximum credit exposure is represented by the carrying amount of financial
assets on the statement of financial position.

Cash and cash equivalents and reverse repurchase agreements, short-term and long-
term investments:

The Group limits its exposure to credit risk by investing only in liquid assets with
counterparties that have high credit ratings. Cash and cash equivalents and reverse
repurchase agreements, short-term and long-term investments are held with
reputable financial institutions. Therefore, management does not expect any
counterparty to fail to meet its obligations. Collateral is held for all reverse
repurchase agreements.
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):
(i)  Credit risk (cont’d):
Consumer accounts and other receivables

The Group establishes an allowance for impairment losses that represents its estimate
of incurred losses in respect of consumer accounts receivable and other receivables.
The main component of this allowance is a specific loss component that relates to
individually significant exposures. ~Whilst the Group has preferential rights
embodied in law in respect to the collection of its rates [see note 1(a)], the allowance
for impairment is determined based on historical payment statistics for similar
financial assets and an assessment of the debtor’s ability to settle debt.

There is concentration in respect of consumer accounts receivable with the
Government of Jamaica entities (see note 5), which at March 31, 2017, represented
7.59% (2016: 5.79%) of gross consumer accounts receivable for the Group.

There has been no change to the Group’s exposure to credit risk or the manner in
which it measures and manages the risk.

(i)  Liquidity risk:

Liquidity risk also referred to as funding risk, is the risk that the Group will not meet
its financial obligations as these fall due. Liquidity risk may result from an inability
to sell a financial asset quickly at, or close to, its fair value. Prudent liquidity risk
management implies maintaining sufficient cash and marketable securities, and the
availability of funding through an adequate amount of committed credit facilities.

The Group’s approach to managing liquidity is to ensure, as far as possible, that it
will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking
damage to its reputation.

The Group’s material liabilities and significant receivables are guaranteed by or are
otherwise with the Government of Jamaica as counter-party.
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):
(ii)  Liquidity risk (cont’d):
An analysis of the contractual maturities of the Group’s financial liabilities,

including interest payments and excluding the impact of netting agreements, is
presented below.

Group
Thousands of Dollars

Contractual undiscounted cash flows

Total Less More
Carrying cash than 1-2 2-5 5-10 than
Amount outflow 1 year years years years 10 years
March 31, 2017:
Bank overdraft and
short-term loans 133,696 133,696 133,696 - - - -
Deposits and retentions 275,173 275,173 275,173 - - - -

Trade accounts payable 3,427,354 3,427,354 3,427,354 - - - -
Other accounts payable 2,691,207 2,691,207 2,691,207 - - - -
Long-term loans 44,664,478 53,996,950 _7.775,568 16,561,063 12,054,511 12,208.606 5.397.203

Total financial liabilities 51,191,908 60,524,380 14,302,998 16,561,063 12,054,511 12,208,606 _5,397,203,

Group
Thousands of Dollars

Contractual undiscounted cash flows

Total Less More
Carrying cash than 1-2 2-5 5-10 than
Amount outflow 1 year years years years 10 years
March 31, 2016:
Bank overdraft and
short-term loans 285,475 285,475 285,475 - - - -
Deposits and retentions 395,995 395,995 395,995 - - - -

Trade accounts payable 3,315,976 3,315,976 3,315,976 - - - -
Other accounts payable 1,949,092 1,949,092 1,949,092 - - - -
Long-term loans 42,306,593 52,268,646 _6,799.431 6.452,990 21.947.412 11.713.666 5.355.147

Total financial liabilities 48,253,131 58,215,184 12,745,969 _6.452,990 21,947,412 11,713.666 5,355,147
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(a) Financial risk management (cont’d):

(i)

(iii)

Liquidity risk (cont’d):

60

An analysis of the contractual maturities of the Commission’s financial liabilities,
including interest payments and excluding the impact of netting agreements, is

presented below (cont’d):

Commission

Thousands of Dollars

Contractual undiscounted cash flows

Total More
Carrying cash 1-2 2-5 5-10 than
Amount outflow years years years 10 years
March 31, 2017:
Bank overdraft and
short-term loans 133,696 133,696 133,696 - - - -
Deposits and retentions 275,173 275,173 275,173 - - - -
Trade accounts payable 6,388,040 6,388,040 6,388,040 - - - -
Other accounts payable 2,669,542 2,669,542 2,669,542 - - - -
Long-term loans 39.903.688 48.226.090 5.874.972 16.243.073 8.502.236 12.208.606 5.397.203
Total financial liabilities 49,370,139 57,692,541 15,341,423 16,243,073 8,502,236 12,208,606 5,397,203
Commission
Thousands of Dollars
Contractual undiscounted cash flows
Total More
Carrying cash 1-2 2-5 5-10 than
Amount outflow years years years 10 years
March 31, 2016:
Bank overdraft and short-term
loan 80,282 80,282 80,282 - - - -
Deposits and retentions 395,995 395,995 395,995 - - - -
Trade accounts payable 5,867,308 5,867,308 5,867,308 - - - -
Other accounts payable 1,948,427 1,948,427 1,948,427 - - - -
Long-term loans 37.816.273 46.971.830 _5.024.466 4.625.401 20.253.144 11.713.666 5.355.147
Total financial liabilities 46,108,285 55,263,842 13,316,478 4,625,401 20,253,144 11,713,666 5,355,147

Market risk:

Market risk is the risk that changes in market prices, such as interest rates, foreign
exchange rates and equity prices will affect the value of the Group’s assets, the
amount of its liabilities and/or the Group’s income. Market risk arises in the Group
due to fluctuations in the value of assets and liabilities.

National Water Commission
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):
(iii) Market risk (cont’d):

The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return on risk. The
nature of the Group’s exposures to market risks and its objectives, policies and
processes for managing these risks have not changed significantly over the prior
period. For each of the major components of market risk the Group has policies and
procedures in place which detail how each risk is managed and monitored. The
management of each of these major components of market risk and the exposure of
the Group at the reporting date to each major risk are addressed below.

Derivative financial instruments are not used to reduce exposure to fluctuations in
interest and foreign exchange rates.

At March 31, 2016, the Group had no significant exposure to market risk relating to
changes in equity prices.

e [nterest rate risk:

Interest rate risk is the risk that the value of or future cash flows from a financial
instrument will fluctuate due to changes in market interest rates.

The Group contracts financial liabilities at fixed and floating interest rates.
These primarily relate to bank overdraft and loans subject to interest rates fixed
in advance, which may be varied by appropriate notice by the lenders.

The maturity profiles and interest rates of the Group’s long-term loans are
disclosed in note 17 and the details of bank overdrafts and short-term loans in
note 8.

Interest bearing financial assets relate to cash and cash equivalents and short-
term investments. These are materially contracted at fixed interest rates for the
duration of the term.
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):
(iii) Market risk (cont’d):

e [nterest rate risk (cont’d):

62

At March 31, 2017, the interest profile of the Group’s interest-bearing financial

instruments was:

Group
Thousands of Dollars
Carrying amount

Commission
Thousands of Dollars
Carrying amount

2017 2016 2017 2016

Fixed rate instruments:
Financial assets 3,139,615 2,040,927 3,103,976 2,001,128
Financial liabilities (17.432.418) (16.,797.591) (11.857.303) (13.603,196)
(14,292,803)  (14.756,664) (_8.753,327) (11,602,068)

Group and Commission
Thousands of Dollars
Carrying amount
2017 2016

Variable rate instruments:

Financial liabilities 28,180,081 25,329,782

Fair value sensitivity analysis for fixed rate instruments:

The Group does not account for any financial instrument at fair value, therefore
a change in interest rates at the reporting date would not affect the carrying value
of the Group’s financial instruments.

Cash flow sensitivity analysis for variable rate instruments:

An increase of 100 basis points (2016: 100) or a decrease of 100 basis points
(2016:100) in interest rates at the reporting date would have
increased/(decreased) reserves and surplus or loss by the amounts shown below.
This analysis assumes that all other variables, in particular foreign currency
rates, remain constant. The analysis was performed on the same basis for 2016.

Group and Commission
Thousands of Dollars

2017 2016
Effect on Effect on
profit or loss profit or loss
250bp 100bp 250bp 100bp
increase decrease increase decrease
704,502 (281.801) 253,295 (253.298)
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):

(iii) Market risk (cont’d):

Foreign currency risk:

Foreign currency risk is the risk that the value of or future cash flows from a
financial instrument will fluctuate due to changes in foreign exchange rates.

The Group incurs foreign currency risk primarily on purchases and borrowings
that are denominated in a currency other than the Jamaica dollar. The currencies
giving rise to significant foreign currency risk are the United States dollar (US$)
and Euro (€). The risk is partially mitigated by the effect of exchange rate
adjustments under the Group’s tariff structure [(see note 1(b)].

The Group manages foreign exchange exposure by maintaining adequate liquid
resources in appropriate currencies and by managing the timing of payments on
foreign currency liabilities.

The table below shows the Group’s foreign currency exposure at the reporting
date:

Group
Thousands of currency equivalents
2017 2016
Uss$ € 13 Uss$ € 18
Cash and cash
equivalents 15,793 - 2,017,859 11,060 - 1,342,294
Investments 596 - 76,149 593 - 71,968
Other accounts
receivable and
prepaid expenses 84 - 10,732 4,415 - 535,817
Trade accounts
payable ( 2,225) ( 402) ( 342,383) ( 4,675 ( 188) ( 596,584)
Other accounts
payable ( 5,020 ( 28) ( 649,817) ( 4,881) ( 43) ( 601,643)
Long-term loans (304.003) (_1.991) (39.414.543) (315.066) (__3.093) (39,177.818)
Net exposure (294,775) (_2.421) (38,302,003) (308,554) (__3,324) (38,425,966)
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):

(iii) Market risk (cont’d):

Foreign currency risk (cont’d):

The table below shows the Group’s foreign currency exposure at the reporting
date (cont’d):

Commission
Thousands of currency equivalents

2017 2016
uss € I8 uss$ € 13
Cash and cash
equivalents 12,665 - 2,017,859 11,060 - 1,342,294
Investments 596 - 76,149 593 - 71,968
Other accounts
receivable and
prepaid expenses 84 - 10,732 4,415 - 535,817
Trade accounts
payable ( 2,225) ( 402) ( 342,383) ( 4,675) ( 188) ( 596,584)
Other accounts
payable ( 5,020 ( 28) ( 649.817) ( 4,881) ( 43) ( 601,643)
Long-term loans (279.303)  (_1.991) (36.672.225) (278.,066) ( 3.093) (35.390.064)
Net exposure (273,203)  (2.421) (35.559.685) (271,554) ( 3.324) (34,638,212)

Exchange rates in terms of Jamaica dollars were as follows:

Buying Selling Buying Selling
J$ equivalent J$ equivalent J$ equivalent J$ equivalent

of US$ of US$ of Euro € of Euro €
At March 31, 2017: 127.77 128.67 132.45 139.55
At March 31, 2016: 121.36 122.04 135.67 138.50
Sensitivity analysis:

Group
Movement of J$ against Thousands of Dollars
the United States dollar Increase/(decrease) in loss
2017 2016

6% (2016: 6%) weakening (2,109,182) (2,260,051)
1% (2016:1%) strengthening 351,530 376.675
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26. Financial instruments (cont’d)

(a) Financial risk management (cont’d):

(iii) Market risk (cont’d):
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27.

Foreign currency risk (cont’d):

Sensitivity analysis (cont’d):

Movement of J$ against
the Euro

6% (2016: 10%) weakening
1% (2016:1%) strengthening

Movement of J$ against
the United States dollar

6% (2016: 6%) weakening
1% (2016:1%) strengthening

Movement of J$ against
the Euro

6% (2016: 6%) weakening
1% (2016:1%) strengthening

Capital risk management

Group
Thousands of Dollars
Increase/(decrease) in loss
2017 2016

( 20267) ( 27.618)

3,378 4,603

Commission
Thousands of Dollars
Increase/(decrease) in loss
2017 2016

2,051,235 (1,988,427)
342,758 331,404

Commission
Thousands of Dollars
Increase/(decrease) in loss
2016 2015

( 20271) ( 27.614)
3,378 4,602

Capital risk is the risk that the Group fails to comply with mandated regulatory requirements,
resulting in a breach of its regulatory framework, guiding legislation, with possible adverse
effects on its tariff structure. The Group’s objectives when managing capital, which is a broader
concept than the ‘equity’ on the face of the statement of financial position, are:

To maintain creditor and market confidence; and

To comply with the operational requirements set by the regulators;
To safeguard the Group’s ability to continue as a going concern;

To maintain a strong capital base to support the development of its business.

There were no changes in the Group’s approach to capital management during the year.

National Water Commission 110

Annual Report 2017



0

NATIONAL 66
WATER
COMMISSION

THE NATIONAL WATER COMMISSION

Notes to the Financial Statements (Continued)
March 31, 2017

28. Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Market price is used to
determine fair value where an active market exists as it is the best evidence of the fair value of a
financial instrument. The amounts reflected in the financial statements for cash and cash
equivalents, short-term investments, consumer accounts receivable, other accounts receivable
and prepaid expenses, investments, bank overdrafts and loans and trade and other accounts
payable are assumed to approximate to their fair values. Long-term loans are stated at contracted
settlement values, which are considered to be broadly equivalent to fair value. Additionally, the
cost of all monetary assets and liabilities has been appropriately adjusted to reflect estimated
losses on realisation or discounts on settlement.
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