Allan Tannock Weir Irrigator Advisory Committee

Meeting Minutes SunWater
’\/
Meeting Minutes
Date: Wednesday 6 June
Time: 1lam
Location: Teleconference
Attendees John Kelly, SunWater Area Manager, Goondiwindi
Lisa Welsh, SunWater, Water Pricing Manager, Brisbane
Rohan Thorogood, Operations Manager, St George
Geoff Dunsdon, IAC Member
John Biggs, IAC Member
Oliver Simon, CEO, Paroo Shire Council, IAC Member
Apologies: Nil
Chair: John Kelly Minutes: John Kelly
Item Item Presenter
No.
1. Welcome and Introductions John Kelly
2. Apologies Chair
3. Agenda Items Chair
4. Water Storage Update and Announced Allocations John Kelly
5. 2019 QCA Price Review Lisa Welsh
6. Draft 2018/19 Network Service Plan Lisa Welsh
7. General Business All
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Allan Tannock Weir Irrigator Advisory Committee

Meeting Minutes SunWater
LE 2 A

Agenda Item 1 - Welcome and Introductions

The Chair opened the meeting at 11am and welcomed the IAC members and thanked them for their
time to attend the meeting.

Agenda Item 2 — Apologies
Nil

Agenda Item 4 - Water Storage Update and Announced Allocations

SunWater advised the current storage level in Allan Tannock weir was 4,626ML or 97%. Based on the
predicted storage level on 1 July 2018, SunWater advised the IAC that the predicted announced
allocation on 1 July would be in the range of 60 — 69%.

Agenda Item 5 & 6 - 2019 QCA Price Review and Draft 2018/19 Network Service Plan

SunWater confirmed its objectives through the pricing process were to recover its efficient costs,
provide transparent consultation with customers and encourage the adoption of a light handed
regulatory approach. Further, SunWater confirmed its understanding of its customer objectives,
gained through consultation at the last round of IAC meetings, were as follows:

. More cost effective and better value for money services;
. More transparent costs — especially corporate costs;

. Continuing improvement of NSPs; and

. Simpler pricing.

SunWater advised that the Referral Notice was still not available however the working assumption is
that 31 October 2018 will be the due date for SunWater’s submission to the QCA. SunWater advised
that it will advise customers when the referral notice is issued. SunWater also noted that the QCA will
do some regional consultation sessions during the price review period.

SunWater provided a presentation to the IAC (shown as Attachment I) detailing SunWater’s total
actual and forecast expenditure in terms of direct routine, direct non-routine and indirect costs
compared to the QCA allowance since 2012-13 to 2023-24. Points to note include:

o Expenditure slightly above QCA targets in each year — generally as a result of increased flood
repair works (unpredictable), increasing insurance costs and electricity costs.

o Forecasting a decrease in routine and non-routine direct expenditure — broadly related to St
George and Dawson transfer to Local Managed Entities (LME).

o Increases in non-directs including:
= more accurate attribution of local overhead rates rather than an average rate across
the state,
= increases in indirects due to IGEM (Inspector General Emergency Management)
recommendations (downstream notifications, better information, improved
hydrology and modelling, community education, emergency preparedness)
= increases in corporate overheads partly to do with corporate systems upgrades.
o In total, SunWater spent $95m over the QCA targets, noting that $38m of this was corrective
maintenance i.e. repairing flood damage.

o Electricity and insurance costs accounted for $29m.
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Allan Tannock Weir Irrigator Advisory Committee

Meeting Minutes SunWater
LE 2 A

O

$20m renewals contractors — which is about what the QCA removed from SunWater’s original
forecast.

SunWater advised customers that it was seeking to change as little as possible and use as much from
the recent QCA report on SEQWater to facilitate a low-cost price review.

1.

2.
3.
4

Using 2018/19 budget for the starting point for routine costs
0.2% annual cumulative productivity savings
Electricity — based on AEMO assumptions from SEQWater’s
WACC — Weighted Average Cost of Capital (WACC) is used to discount the annuity payment
stream and it is applied to annuity balances either as an interest cost or payment. Reduced
from 7.49% to 5.9% and will be checked by QTC
Annuity — SunWater have included a 30 year annuity (increased from 20 years), more in line
with other long-life infrastructure businesses.
DSIP (Dam Safety Improvement Project) — where relevant. 50% of the current costs if no
detailed business case yet completed.
Recreation area costs excluded from 2020/21
Fixed/variable costs: we have simplified this and standardised across all service contracts.

a. Insurance and all non-routine costs are 100% fixed.

b. Electricity is allocated 100% to variable.

c. 10% of operations, revenue offsets and routine maintenance to variable.

SunWater noted that actual prices will be an output of the QCA review and the referral notice.

SunWater provided the IAC with further scheme specific detail in relation to forecast revenues and
cost allocations from 2018-19 to 2023/24 including a graph comparing indicative medium priority
prices to cost reflective prices.

SunWater provided the IAC members with a copy of the Draft NSP (Attachment Il) for the scheme and
encouraged members to provide any comments. SunWater advised that changes to the NSP’s were
made in response to feedback from customers which included:

Keep the NSP’s short

Split out non-direct costs

Include DSIP/cost table

Provide 5 years of expenditure forecasts
Provide cost/price reflectivity

SunWater advised the IAC that there maybe some possible changes in the final NSP’s as a result of:

a. Review of corporate costs (review step changes down to overheads, allocation of
labour to direct)

Final update of renewals projects (minimal)

Updated insurance costs based on market outcome

Step change down in Brisbane rental costs

QTC minor corrections to WACC.

Potential adjustments to inefficient projects.

Working with QCA to confirm entitlement and usage data for prices.

™ 0 o0 T

SunWater’s submission may also change compared to the NSP, because of delays in the referral notice,

as a result of:

e 2017/18 actuals — will affect annuity balances
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Allan Tannock Weir Irrigator Advisory Committee
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e  WACC market rates

e Ongoing review of renewals

e QCA costs if available

e The QCA review itself will impact on SunWater allowed costs and therefore prices.

The IAC advised SunWater that their main focus was to ensure that costs are minimised and that the
structure of the total price (between Part A and Part B) is a key issue for their viability. The IAC advised
that a hardship policy should be considered given that the shire has been drought declared since 2013.

The council advised that their level of rates in arears was on the increase and that sustainability of
regional areas needs to always be a consideration. The IAC were adamant in their position that
affordability considerations need to be taken into account in the setting of prices. The scheme is only
small with only two significant irrigation customers with the balance being smaller stock and domestic
users.

SunWater advised the IAC that it had heard the affordability concerns raised and noted that current
government policy was that water prices cannot go down. Discussion progressed on the idea of the
Paroo Shire Council owning and operating the weir, being a local entity which may result in some cost
efficiencies. SunWater advised the IAC that it was happy to commence discussions with the Council to
gauge the level of interest from council on owning and operating the weir. Council advised the IAC that
they would be happy to progress discussions with SunWater with a view to better understanding what
such a proposal would mean for Council.

Action: SunWater to make arrangements to meet with the Paroo Shire Council to discuss the
potential for Council to own and operate the weir.

Agenda Item 7 — General Business

No items of general business were raised.

Meeting Closed: 12pm
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