Chinchilla Weir Irrigator Advisory Committee

Meeting Minutes  SunWater
\'
Meeting Minutes
Date: Tuesday 12 June
Time: 8:30am
Location: SunWater Office, Chinchilla
Attendees John Kelly, SunWater Area Manager, Goondiwindi
Lisa Welsh, SunWater, Water Pricing Manager, Brisbane
John Bender, IAC Chair
Ross Uebergang, IAC Member — Proxy for David Uebergang
Mark Jenyns, IAC Member
Apologies: David Uebergang, lan Wolski
Chair: John Bender Minutes: John Kelly
Item
Item Presenter
No.
1. Welcome and Introductions John Kelly
2. Apologies Chair
3. Review of Previous Minutes Chair
4, Business arising from Previous Minutes Chair
5. Agenda ltems Chair
6. Water Storage Update and Announced Allocation John Kelly
7. 2019 QCA Price Review Lisa Welsh
8. Draft 2018/19 Network Service Plan Lisa Welsh
9. General Business All
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Chinchilla Weir Irrigator Advisory Committee

Meeting Minutes . SunWater
e

Agenda Item 1 — Welcome and Introductions

The Chair opened the meeting at 8:30am and welcomed the IAC members and thanked them for their
time to attend the meeting.

Agenda Item 2 — Apologies
lan Wolski and David Uebergang

Agenda Item 3 — Review of Previous Minutes

The meeting minutes from the previous meeting held on 13 February 2018 were reviewed and
accepted.

Agenda Item 4 — Business arising from Previous Minutes

General discussion was had on the current storage volume in the weir and the recent rapid fall in water
level. SunWater advised the IAC that it had noted a fall in the storage in the last couple of weeks and
upon speaking with some customers, SunWater noted that 400-500ML had been pumped from the
ponded area by customers and that this, together with a recent release of CSG/allocation to
downstream customers was the key reason for the reduction in storage level.

Further discussion was had on siltation in the weir and whether the storage actually holds the volume
as per the storage curve. SunWater advised that as part of an R&E project in the 2018-19 financial year
looking at developing a Recreational Users Management Plan for the weir, it was intended to
undertake some underwater survey to determine the location and extent of submerged obstacles and
that this process may also allow for a siltation assessment and subsequent amendments to the storage
curve.

Agenda Item 6 — Water Storage Update and Announced Allocations

SunWater advised that Chinchilla Weir was currently storing 5,423ML (55.5%) and that based on the
predicted storage level on 1 July 2018, SunWater was predicting the announced allocation would be in
the range of 0-10%.

Agenda Item 7 & 8 - 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;
o 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.
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Chinchilla Weir Irrigator Advisory Committee

Meeting Minutes . SunWater
e

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.

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

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.
In total, SunWater spent $95m over the QCA targets, noting that $38m of this was corrective
maintenance i.e. repairing flood damage.
Electricity and insurance costs accounted for $29m.

$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
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Chinchilla Weir Irrigator Advisory Committee

Meeting Minutes . SunWater
e

e Include DSIP/cost table
e Provide 5 years of expenditure forecasts
e Provide cost/price reflectivity

SunWater advised the IAC that there may be 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 oo o

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

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 the structure of the total price was an issue (Part A Vs Part B) and that
a higher Part A results in significant charges at times when water is not available and the announced
allocation is low. The IAC advised they don’t mind paying for water if the water is there to take but
don’t want to pay for water they don’t have access too. Discussion progressed around having a higher
Part B and a lower Part A given the scheme was recovering above lower bound costs now. SunWater
advised the IAC that this concept had been raised with government and that little support was received
for this concept.

Further discussion was had on providing relief during drought years given the customers in the scheme
were already paying well above lower bound cost recovery. The concept of providing relief during
drought years and making up the difference in future years was discussed. SunWater advised it would
take this concept back for consideration.

Post meeting note: SunWater has considered the concept of price relief in drought years and making
up the difference in future years and notes that Drought policy and any associated price relief is a
matter for Government’s consideration.

Agenda Item 9 — General Business

No items of general business were raised.

Meeting Closed: 9:30am
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Total Expenditure Performance .. .
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Total Expenditure Comparison by cost type:
Target/actual
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Variance from QCA targets 2013-18
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Key Global Assumptions: Draft NSPs

« Using 2018/19 budget for the starting point for routine costs

e (0.2% annual cumulative productivity savings

= Electricity — based on AEMO assumptions from Segwater’s QCA price
review, plus impacts of obsolete tariffs (scheme specific)

» WACC — reduced from 7.49% to 5.9% (being checked by QTC)

« Annuity — period increased from 20 years to 30 years

e Dam Safety Improvement Project — 50% of the current estimated costs
if no detailed business case yet completed {(where relevant)

» Recreation area costs excluded from 2020/21
« Standardisation of fixed/variable cost allocation across all schemes.

— Insurance and all non-routine costs are 100% fixed.
— Electricity is allocated 100% to variable
— 10% of operations, revenue offsets and routine maintenance to variable. %



Total Expenditure: target/actua!/forecaﬁ .
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Cur plan for Chinchilla Weir

We're focused o reliability, efficiency 2nd safety, ensuring through ongaing
corsultztion that the Chinchilia Weir Bulk Waler Service Contract continues
to et the needs and expectztions of our diverse customer basa.

In this Metwork Semdioe Flan (M5SF we autling a ranpe of procosed immediate
refurbishment and longsr-term improverment projects, and praovide & detailed
breakdown of anlicpated casts for roview.

Cwrtocus during the 2005/19 to 2023528 NER period will Be on ensuicng routine
gperaticns gotivitics are imoleme noed sately, timely and efficienthy We wlll be
cantkinuing Lateplage sustormer metess on an as needs bazis to ensurs cur
rustarmers have acourate warar metering in place, Waorks heve alse been scheduled
to ensure the cutlet vabes can be isolated far mainlenance, wilh both valves
scheduled for replocement during this period. Together with centinuing o
implement an officient and olfective preventative maintenance program, we ars
forused on ensuring the Service Contracl’s as5ets continuee to perform reliably.

It is important to us thet cur customerz are consulted in making important
decizions. wWe weloome and ensnorcge your feedhack on this NSP, and look forearnd
tooworking with yvau to deliver the programs ol wark,

P ]

rs l'r'i";'-"

lohn Kelly
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1. Introduction

A Netwark Service Plan detaiis a range of proposed immediate and longar-

cerm irmorovement projects, and provides a delailed breakdown of

anticipated costs for review.

MSPs e an important part of cur assal management framewsark, feeding into

aur strategic azset managemoent and corparate stratagic plans, as illustrated in

Appencin 2,

the purpose of this year's NSP s Twofald:

1. e consult with custonmers an rowling and nen-routine sxpenditure
throughout the coming financial year

z.  topresent b castomers SunWWater's projected efficient costs for the five
year prerind from 2018/19 1o 202324

Ir particular, the MGP covars:

*  past performance for routine aod nan-rautine expenditure

= forccest rautine and non-routine expenditure for 2018718 Lo 2023,74

¢+ the long-term outlock for malerial nen-routine expenditurs.

Ieikis NEE, the focus of consultation &= the drab budget Dgures Tor 201815 and
thoreattern Wi hipve rotained prior year actual results in Appendin 2 for
referanns, 85 requasted by customers.

Input from customears s & valuable part of Sun'Weter's planning processes and
ersures Hhat we invest i arees which support thie services we provide to
customers. Figura 1 below shaws o Sunwater and customers warl togetherin
refation Lo MEPL Sunf®Water has cansulted with the irfgator Advisory Commitiee
(1A8CY on the draft MNP and feedback From the Commitbes has been considerad
and ingerporated where appropriate.

To have yvour say and shape future MSPs, plesse contact ws vis email or poss
Fmall:  nspfesdbackStzuneaterncom.al

Most:  MEF Fecdback
PO R 15556 IZ".I‘.‘I,-' Fast
Brizhane Ol A0HI2

Whe poansider and respond o all subemissions, publishing all res ponsas cn oo
welsite,

Figure 1: Customer consultation and Netveork Service Plans
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2. Delivering services to customers

At SunWater we are cemmitted o working collaboratively with our
customers ta celiver vaice and fit-for-purpese water solutions.
ComAgterts Custamer Service Commitment can be vieweo atl

WA SLINWETE L0 8l

Zil Our customers

The majority of eur 43 customers in this Servics Contract are ifFIgators wha arow
careal, cotton and melans, a5 well a5 pasture and fodder crops. Water iz alse
supplicd 1o the town of Chinchilla.

The water entitlements tor coch customer segment are shown in Table 1.
Table 13 Water eatltlement and usage data
High Priority Medium
Tokal Watar
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Ema L] .
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The 2018/1% charges and vosl per megalitre are shown in Table 2 Dveradl, the
Chinchilla Weir Bulk Water Service Cantract daes not nend additional subsidiss
to racaver irfzalion’s share of future renewals, martenanca and operating
costs,

Toble It Irrigation changes for 201519

Product 201E(19 Cost  Subsidy
; (S0t [SSMaL)? (5 maL)
' Medinm Priority | SclkWater Charge —Perts | 25430 1083 MAA
| Alldeation Charpa | Hiwed ehargs Based upon | !
[ satitleirent) | [
= T | - TS |
pedium Priority  Bulk Water Zrarge - Parc B 137 150 | o2
Albocationwlater - [vorinhln chirgs based upen |
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= oy ; st el
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2.2 Service targets

sunWaler and customers have agreod Water Supply rrangements and Service
Iargets for the Chinchilia Weeir Bullowater Serace Contract.

ahle 3 below sets out our perfarmance in 161 S agamst the sendice targets
for; issuing notification of planned shutdnwns, the duration of unplanmed
shiutdeosns: anrd the frequency of interruptions Lo supply

In addition, Sunmiater will e setting targets forthe time it takes o resohe
complaints and will be able to ropost our perfomance against these targets in
future MSP=,



Tahle 3:  Serdice fargets and performancs

Mumber of
Seruice Target = exceptiong
2016/17
Planned shutdewns | For shusdowns olanined o excerd Sweeks o
— notfication L weeks |
]
- For zhuts oeens plenrad 1o excees BRI 3 ]

W e

For shotdowns plerned o e jass e | o
{ than & diys !
5 . i 1
. | = i )
Unplahnad | Unplanned shutdewns during g hcaes : |
shutdowns— I Feak Demand Poriss | |
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! Paek Derrand ferod VS |
| Bamimum nurnber | Flanned ar unplanned G, L
Lot intemuptions interras tions per water yrar

1 This isthe rumbes of Tres chat tas aaplarnzd shatdsen Fas @ceeded the shomess of L guakdall
otk pRrives,
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%

All firancial figuras in this repert are prosented in nominal dollars.

A high-level surmmary of the budpsted financial performance of the Chinchilla
wpfieir Maalk W ater Service Covlract s presented in Tahle 4.

The revenue Sumatater reczives lromurban and industial custemers is agrecd
by tesmm contract The revenue we receive from imigation costamsan: iz
determinad by the Queensiand Govemment based on recommenditions marle
b the Queensiand Competition Authority [[20A) a5 part of its revivw ol irgation
charaes and 15 Intznded o allow Sunddater to recover its prudest and efficient
posks of aparating the Serdice Centract.

Supater anticipates no material changes in ravenue for the Chinchilla Weir Bulk
Wiater service Contracl in 200819,

In 201815, sunvater plans toincraase routine snd non-roulins expanditure tor
the Chinchilla ‘Wair Bull Waler Service Contract, with a fecus en projects that
improve efficiensy and parformance, snd allew us to deliver the best possible
zervioe b aur customers. This will continue B be our foous threuphool the
uproming price path period,

Further dietzil on the planned spend and annulty revenue iz outlhined on
subsequent pages ot this MSP and a further brealidawn of expenditers by type
Lam B fownd in Appendic 2.

LGP0 TO 2OER A HETWCHE SERCE FUBM Dhinghila visin Sabowarer Szodos Cortree,

Financial summary — revenue and expenditure

Table 4: Service costract financial summany®
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as pask of our commitment to transpsrency, Figure 2 and Figure 3 show a high-level breakdown oftotal service Lontract costs. The: iLem "Annuity Lo ntrbutinn’ refars to
the annualized repcwals annuity componsnt of the Service Contract’s total costs.

Flgurs 2 Eroagkdown af tarni corviee coRIIact costs — 2018119 forecast Figura 3; Breakdown of totak service contract costs — 201920 1o 202329 foracasts
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4. Cost of delivering services — routine expenditure

Routine {&r annual} expernditure ingludes funds for operations 2ctivities Sumiifaterts prupesed budgets far rautine cpermting :’-‘mtnditl"'f-‘ frar 2OLE20 e
02024 are also oresented inthis tahle, From 2005020, SunWater haz built into

{ooarations, elect-icity and insurance], preventative malntenance and _ :
’ forecast costs an efficic ncy soving of (02 par cent ewary vear (cumulativs ),

cofrestive manienance,
The data presented in Table 5 includes dircct expenses and a zhare of local area
suppart costs, indirect costs and carporale support costs. Far a more detailed
breakdown and coplanatinn of these costs, refer to Appendin 2

SunWiter has budgzeted 2n increase in Chinchilla Weir Bull: Water
Sefpics Contract's routine nperating axpenditure in 2018717 [refer to Table 4.

Tabln 5:  Routine operating expenditure’s

2016/17 2017/18° 2013/19% 018720 | 202021 200122 2022 2023/24

Chirchilla Walr Sunlifater OCA | Variance | SunWater | 2006/17 QCA SunwWVater  2016/17 QCA  SunWater | SunWater SunWater SunWater | SunWWater
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4.1 Operations

Chinchilla Weir Bulk Water Servies Contract’s total operations budgst is
201819 is 27,02 per cont above the QLA recommended costs {adjusted for
inflation!. This varanoe is lurgely driven by insurance rosts. For further chetail nn
what iz inclucled in aperations expenditure, reler to Appendix 3,

Insurance

Insurance 5 one of Suniater's largest expenditure items and these costs hawve
increased significantly in recent years due to rmultiple floed eveants in
Queensiznd, global insurable avents impacting prermiums and the noeed to
obtain coverags for naw risks, such as cyber. Although Sundater is subject to
markst forces in the pricing of insurance premivms, we have also been aclively
manacing insurance premilm costs by reviewing srverage levels snd policy
specifications inchuding deductibles to cnsure that our insurance cowsrags s
appropriale and reflective of the risks faced by our business.,

Although insurance premiums are jorecasl o increase globalhy in 2013715,
SynWater 15 forecasting s reduction inour insurance costs in 21145/19 a5 a result
o the review of gur insurance coverage. The reduckions are higher in
distribution service cantracts s these are less likely to be impected by Tutine
flened puents than bulk water serace contracts, SunWfater's revised Insurance
soverage is currently baing tested with the insurance market and will be revised
based on the outcome of Whis process bofore the 20LE/LS MIPs are finalised.

4.2 Preventative maintenance

Prewontative raintensnce underping the oneoing cperalicnal parfarmance and
service copacity ol Chinchilla Weir Bulk Waler Ssrvice Contract's physical assets.

Preventative maintenance is oyclical in rature with a typical intorys! af

17 manths or less, howesver, the intesvals can be longer, Chinchilla Weir Bulk
Water Sorvice Contract’s preventative maintenance for 2015515 is budgeted fo
ke 27,94 per cent above the QCA'S recommended costs tadjusterd for Inflationt.

For more information on what is included as preventative mainlenance, refer o
Apgpandic 3

= T S

4.2 Corrective maintenance

Corecther rmaintenance is identified inoseveal weas including:
= through the pedfarmance of preventatiie maistennnoe

= pperation of assets 2nd equipment

+  pperational inspections whers defects are identified

= throuph continuous monitering by control systems, hazard inspections,
zatety eudits and From incident and acnident investigation cuttomes.

Corrective maintenance includes activities to correct wnespeated fallures or 1o
raturn an asset toan acceptable level af perfarmance or condition, Whils thess
are difficult to forecasl with accuracy, hisbary has shown that such ewents can be
expected and need 1o be factored into expenditure forecasts, SunWatlyr
conducls bwn typss of corrective maintenance: scheduled and emerpancy.

Corrective maintenanse supenditurs farecasts include provision for labour,
mraterials and plant hire, but do net incude costs of damage arising from major
vnaxpectad svents, such as floods. These cosls are categorised a5 non-routine
corrective mainte nange, which s discussead inthe following section.

Chinehills weer Bulk Water Service Contract’s corrective mainlepanoe for
301819 s budpeted to be broadly in line with the (104 recommended costs
(adjusted for inflakicn].

ccheduled correciive mainisnance

seheduled carractive maintenance is mainbe maoce Ll can be planned and
schedulad, Fora list of whiat this typically includas, refer to Appendiv 3. This
wenntle is managed an a risk and pricrity basis with as much forwand planning e
possilble to ceter for pricieg oycles.

Emergency corrective maintenance

Emergency corrective maiptenance (or breakdown maintenange] includes works
reaquired o restore systam supphy and capacty or 2quipment cperation after an
istplanned event. It is carred out imrnediate by B restors sormal apsraliarn or
suppby b0 cuslomers o T meet raculatary chilgations (e ractify 2 safaty
hazard). For & list of what this typically includes, refer to Appendix 2.
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5. Cost of delivering services — non-routine expenditure

SunWater's sppraach ta maraging ner-rauting expenditure is
urderpinned by the concept of "aptimised life cycle cost’, which seeks ta
optimise capital outlays and ergaing maintenznce spend,

Qur whele-nf-life asset replacermeant and maintenance strilegy looks at the risk
and candition of sack assst and usas this information to estimat: the fulure
wirk required o ensure it will continue to provids the required fevel of service
inte thie Tutlne.

Having up to-dabe knowledse of asset conditinns is assertial to this process.
infermation from our cantinuoes program of asset inspections and condition
ansescrments feads into the anmal review of the renewals prograrm.

Mor-routine expenditure is funded vig an anouity. This expenditure could be
capital e aparating expenditure, The anauity approach acknowledges o long-
term wiew of renewals soend and seeks to reduce the burden an future
generations af waler usars.

The GCA applied a 20 vear planning period for the purpose of caloulating the
201213 o FILESF renewals annuity. For Z00EM9 to 202524, SuniWater iz
proposing to adopt a 30 veor planning period. Our forecast annuily Tanrled non-
routine expenditers presented in Table 6 and glsewhene io this NSP reflacts thiz
arn sl

wihile the immediale program forthe 20L8/19 budget iz well defingd, estimates
become more uncertain further inte the planaing timehine. Az such, the program
af works is nat a specitic foresast of whan indwidual projects are cxpected tn he
swecuted, but ral her a portfalic-level estimate based on Lhe hest-availalle risk
and condiion information for Lhe S2rvice Contract as 2 wholz,

HOLAFLS T FEEASHE METUORE SERVMMGE PLAR L innghila v SakWaner Szmoz Cortree

At Sunwater, we focus on ensuring our asseis are mamtained to the requirad
standard ot the lowest cost, Our review of the renewals profiles also extends Lo
ronsidering the key zstet replacement assumptions s that the profile hetter
reflaces likely spend each year and monsss maiy lrom assiming azsets are
repizeed at znd of slundadd liie, hased an thair replacemeant costs

Table f sets out our non-routine annuity and nonssnou ity uncded sependiture.
The QA did not recommeand an ailema e for renswals e e rd iturs far the
20AESLT to 201819 pering. This is ned reflective of our assst managemsnt
[ErOErm.

letails of the major non-routine projects planned far the paricd from 2028719 to

2023724 are sl aul in Appendix 4.
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B. Annuity balance

Annuitizs sro managed by SunvWater on behalf of each Service Contract. They The s and SunWater clozing balance: will differ due to differences in the
allow for customer charges to reflact a constant amounl necessary to recoup the expenditure profile alowed by the QCA In 2002 and potual expenditure incurred
costs of refurbis hment/rehabilitztion af the assets over & pre-deteminad period by Suniater between 2012713 and 20138715,

af time. The fereeast annuity balanes, and the impacls of budgeted non-routing
spand, are shown in Table 7 belowr

Taldn 7:  Annuity batnoe®

Chinchilta Weir Service ! ZOIrEE 2013/18 2018/20 2020/21 202122 2022/73 2023/24
':'_::_:r' :__td et Actual Estimata Faregcast Farecast Foracmst Foracast Foreciast Foreeast
e 1000 000 54000 | 5000 5’000 47000 5'00D0 4000
| ATty { ' i | ] '
- : -, IS 1] L 1 i
R s e : - ! e ! =l
i Cpening biale roes 99,1 H2.2 :!-“..Tj (ESH I [ A36.4) (2415 B} =002 (15571
| : : o T [ ey S i L ciliioeics e SR
' Soarid . [28.7] i (541,00 i (1381 | pAnTL) | 116.1] (5550 | 2E.E (220
i : ity P =R e e o T e e e e = H sy Jom = S ! EERREE,
LipEurEncd UL eed S areiptEc | } i | i
il appl cabiz) | . !
= — o e e s e —— e e —————— - e S [ Lm0 P -— - -
Frioryear | ! - - | - - .
i et Lol L . et H o= |_ — P L |
Turrentgear | - = i ¥ )
e S PR L . — e e e i - ' = 1 i
| Annuity g-_--";[rlhutinn- | 1,3 .4 L5 4 A I 156 ' 132.E 14649 ! 1452
i 1oy U i e L R : | ! it iyt Syl o
I carest Finnncing cosls ' 7.4 : 6.2 | 23 [&.0% 1 (e 120 4] ' [ b i11.2]
e N T e 1 - — e — —— I - X i
Sunlifaray — Closing Balance 8.2 I 38.7 | {80.0} E (1384} | [ZdE.6) {300.3} | 1189,7] {262] |
TR AL A Ll S T TN s =i o : =" —
| A —Closing Dalance a0 | 830 B i
| DiFerence i 21| 5.5 | {174.8) I J

1 Tedsals ey notacd due Lo rsereling.

7. Thed fferease in Lie dosing palains for D018 20 and e cpening Balarcs fiom 2000 21 relates artnarily b rpenditure imearr=d priar Lo the slmep CTrae 213 peiee aarh, Far 2anmily, Aood repaies associntsd weth
ar Irsgranpe e Thar were ssill outskancing e 200 7. These amaords hose beer careed Ieosard ta 2020721 50 that they cir g soesidered 25 ann o The D0 coule af expenditars fior the now irrizziion aroe
ey

4 Fmenmuily carsributon s mcledsd in e prises pood av customuers, 1w sen gy the QS dor 202E- 2010w i nelled Parwererd wwfth CFhoc 201718, D018 urd 2018520 Tt e i dnins Dy condrilauttie iy
azsed Upan Surszier's erecesh and Wil e included s s Lol SuntEners sunmisson to e Q08 Far P2 upenming prize reuim.

FOLE S T R0ES2E METWOEE SENWICE PLAM Chinchiliz Wer Hale Winer Sarilcz Comnracl



5.1 Overview of annuity-funded, non-routine projects to
2052/52

The eslimated renswals expendilure out to 205253 is shown in Tigure A belaw,

Figure 4:  Annuity expenditure to 2062 /53 {37000)
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The renewals annuity presented above ls calculated over a 30 year planning
prerind, with projects forecast Lo oecur up to 205253 stfecting the renewals
anined iy, The greater the vilus of the praject, the morz significont impact upon
the renewals annuity,

Ta be Dransparent and to ensure that cestomers have input into projects likely to
impact the renewals ansuity, SunWater identifies material rerswinls projects n
L MSPE.

A project is currently considerad 'matenisl when its value it greater than
10 peer rent of the valve of the Servicr Tonlrack cver the five vear price path
perad.

Material pepewals projects are listed in Appendis 5.

6.2 Options assessment

Sun'WWater is committed to maintainiag aszats that are fit for sendicr with the
fowenst prossibalie lifecysle cost,

In response to a recemensndation freaen e 08 0 2017, SunWater has hean
preparing apdarsanalyses for all material renewals projects within the planning
periond. Sunwwater naw has the bensfit of learmings, having applicd this approach
for numbsrot years, and has reflectad and considersd whether it iz the most
stfciznt approcch orwhother thera 15 ancther weay to approach this which
provides custamers with reazsurance that Sun'Water’s renewalz expenditure is
prudent and justified.

Following consultation with 1805, Sun'Watar has decidad to implament & new
procedurs for nptions assessments.

suntater will continue b prepare an cpliong analysls and supporting
imvestipalion where:

* there s no cbhyicus selution

« b current malntenance strategy is changing

+ technolozy has chanzed significantly, or

= there is a high risli in the proagect ssecutinn,

For lezs complex imore routing) renewalz projocts with foweer practics

aulcarnss:, SunWates will yse 1tz enginesring knoswledze and exporicnee to
dretermine Lhe oplirmum solution.

This appreach takes the emphasis off the value of the renswals project and
focuses on sclutions and risl. 1 ensures Uhal Sun'Water invests resouroes
apprapriately in thaze projects that weuld benefit from an options analysis.
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Appendix 1: SunWater’s asset management framework

Fipure 5 SEnWAter’s a55et management framdsork
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Appendix 2: Total expenditure by expense type

Table 5 Expenditure for activity by type®
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Direct costs

Creck casts are those costs which are able to b directhy attributable to ather an
oot ar g cervice cantract eg maintenango or insurance af an asset or the
electricity and other operations costs for a service contract.

Local area support costs

Incal arza suppert eosts 2re sproad across senvice coniracts manapesd in #ach
lecality. They are costs which support local peaple doing their juns eg regicnal
seenmmmodation sasts, local administration support and raining.

In 2015/1% the Chinchills Weir Bulk \Waler Seivice Contrack i allncatsd
0.0%4 per cent af the farecast totel local area support cosls. Torecast focsl
cwerheacls in Z01R/19 are higher than previous years and now more closety
eaflect actual local overheads in each resion rathar than local overheads
averaped acrass Sunhaler.

indirect costs

lelirect cost peals captura costs such as blling and custormer support, frrigation
pricing regulation and szsotmanagemeant (including dam safaty, eEselsysiems,
chunnels and drainage) that have not been directly charged, Thay alsa incleds
Aood room operatinns, the Inspecter-General Emergency ManaZement
EmeTErnCy MANAZEMEnt program, weater planning, hydrographic services, and
eniirenmenLal support ooses. Indirect costs are based on @ wier pave sppenach ey
senace contracis without 3 dam or weit are not apportionsd dam safaty costs.

o 2O1AT the Chinchilla weir Bulk Walter Service Contracl is allacated
0.075 per cent of the forecast olal indirect costs,

Corporate support costs

Corporale sppert Costs 2re maore generic than indirect rostz and local arca
cupport costs, und are spread acrogs gll sprvice contacts bazod on direct lalzour.
They inslude the cost of human resources and payroll, information snd
cormmunicatians rechnology, corparide rommunications, fegal, property, finance,
and internal audit, plus the costs of the Chiet Excoulive Officer, Chiet Fimaneial

LA TO 200573 HETWORK SERURGE BLAMN Shivzhila Waeir ok Waares Bondoc Conkract

Cfficer and the SurWator Board, whers these costs are nat dirpethy charged 1o
actmwities within service Contracts

In 2007/ 18 Sunwater completed a corporate restructure which resultad in a net
reduction of 20 positions from the business and a reduction in total corporate
averhzad costs. Despite this, comporate overheads alinnated o each service
contract have increased since 2017718, Gontributing factors to the increqss arel
Live Lransfer of 55 George and petential transfer of Dawson distribiition schammes
Lo [ncally managed entities and (ess charging of whour te direct costs.

In 2018149 the Chinchilla Weir Gulk Water 2ervice Contract is allewatied
.066 par cent of Lhe forecast total corporate supparl Costs.

Fipure 6: Total SunWater £ost gools - 201819 forecast

Lpcal s Soanpan S5 40
mourporale Supped 515.7m
mingirect sl 27410

| Dimect Cosks LWL L

In the 2042 irvigation pricing reviow, the QA reviewed and accepted Sun'Water's
mcthodakngy far recovering local ares suppert costs, indirect costs and corpurate
support costs, In 2018 we reviewsad the cost allocation methodology and made
changes (o increase the transparency of locs| overhead costs and the allacation
of cnrparate support costs oodirect expenses. We also:

= removad the cascading of corporate overheads into indirect costs
« mmadie the local overhead rate specilic o ach region

» simplificd the cost drivers to labour onby, remowing Lhee 5 pescent an direct
cash costs excluding labour and elrctrizity.

Farecast figures contained in this M5P reflect this change in approach.

Figure 7 belows illuztrates the allocation of costs assaciated with providing
SR

o
m



Eigurc T: How sre Senlifater's eocte allocated ta sach service contract?
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Appendix 3: Routine expenditure

Operations

Operatinns sxpenditure includes day-to-day costs associaled with managament
ool the Sarvlee Contract, water delheery andd meeting compliance abligations.
specficactivitics include the direct and non-direct costs of:

v srhaduling and delivering water, incuding procassing water arders, releazing
water and manitaring customeayr defiveries

« - amergency responses for emergency cwenily

= ricter eading

+ administration of water accounts, billing and receipbing payments

= customer management, incloding enguiries; complaintz and maintaining the
custarner sersice help dezk

¢ hprvice Contract manesement, including licenoes and permits, rates, land
managament, planning and reporiing

CRR LA NN s [

= manitaring the security of infrastructurs and unautharissd acoess

= managing engarement associated with the Service Contriscl

«  managing enguiries rom adjoining kndhalders and developers that reguire

inpuE from and negotiatians with SunWWhater's properly and begal seclionz.
Preventative maintenance

Praventative maintenance for the Chinchilla Weir Bulk Water Seovics Contract
ir e

= Conditinn monitoring — the inspection, t=sting or measurement of phyesical
assets to report and record condilicn amd padormances to determine

FOAEL19 T PO B4 METWOSE SERVICE #LAS Ll killa tver Aol Werer St COmrsT

maintenance requirements, Condition ronitonng is carried out on electrical,
rechanical argd civil sasets

* hervicing — planned maintenance activitizs carmied oul routinely on physical
aszats including valees, gauging stations and azsoclated squipimeant,

« Weed control — management of woeeds, induding spraying and other
activities o contrnl op=rational and noxious waeds,
Scheduled corrective maintenance
Seheduled corrective mainternance waries Sy assed teps and tepicely inciudes:
* Storzges |Ralancing storages and reservairs):
— repairing rontrol gates, valves and conerele strociones
— repairingwalls, emmbankmants and s oillway:.
= [Wefera:

— repairing customer metars.

Emergency corrective maintenance

Ernergency corrective maintenance typically includes resoonding to theft ar
wanmida i assaciabed with Seergice Contract assets



Appendix 4: Nen-routine projects for 2018/18 to 2023/24

Mon-reuting projects are asset-related projects required to support senvice defivery which e uncertzkern less fremeently than anmualiv.

Yahie 9 MOR-rowtine projects (or planning itermsh 2018/15 1o 202329

Prajoct title Project scope Budget (5'D00}
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Prajact title Praject scopa Budget (5000}

= : o e 2T g Ll 11
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Appendix 5: Material renewals projects

Table 10: Mazesial renewals projects Iy year
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