Upper Condamine Irrigator Advisory Committee
Meeting Minutes

SunWater
invvate

Meeting Minutes

Date: Monday 11 June
Time: 9am
Location: Brookstead Hall
Attendees John Kelly, SunWater Area Manager, Goondiwindi
Lisa Welsh, SunWater, Water Pricing Manager, Brisbane
Gordon Delaney, Manager Environment and Water Planning, Brisbane
Darrell McKinlay, Senior Operator, Upper Condamine
David Towner, Operations Supervisor, SunWater, Goondiwindi
Lindsay Krieg, IAC Chair
Richard Jubb, IAC Member
Lyn Brazil, IAC Member
Johannes Roellgen, IAC Member
Graham Clapham, IAC Member
Apologies: Gary Cooper
Chair: Lindsay Krieg 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 Items Chair
6. Water Storage Update and Announced Allocations John Kelly
7. Water Sharing Rule Amendments Gordon Delaney
8. 2019 QCA Price Review Lisa Welsh
9. Draft 2018/19 Network Service Plan Lisa Welsh
10. General Business All
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Upper Condamine Irrigator Advisory Committee

Meeting Minutes SunWater
LE 2 A

Agenda Item 1 - Welcome and Introductions

The Chair opened the meeting at 9:00am and welcomed the IAC members and thanked them for their
time to attend the meeting.

Agenda Item 2 — Apologies
Gary Cooper

Agenda Item 3 — Review of Previous Minutes

The minutes from the previous meeting on 12 February 2018 were reviewed. It was moved that the
minutes were a true and accurate record of the meeting by Johannes Roellgen and seconded Lyn Brazil.

Agenda Item 4 — Business arising from Previous Minutes

Nil

Agenda Item 6 — Water Storage Update and Announced Allocations

SunWater advised the IAC that given Leslie dam is below the 15,000ML cut-off level, the announced
allocation for medium priority allocation holders would be 0% on 1 July 2018.

Agenda Item 7 — Water Sharing Rule Amendments

The IAC advised that Central Downs Irrigators Limited (CDIL) had prepared a submission to the
Department on the current review of the Condamine Balonne Draft Water Plan and Draft Water
Management Protocol 2018. A significant concern raised by the CDIL submission was the 15,000ML
cutoff rule and their views regarding lack of consultation with water entitlement holders at the time
of the Resource Operations Plan’s development. The IAC advised that the irrigators were going to
engage their own consultant to model the water sharing rules to demonstrate the impacts the rules
have on medium priority allocation holders.

SunWater advised the IAC that it too had put in a submission to the draft Water Plan (Condamine and
Balonne). The relevant sections of SunWater’s submission are detailed in Attachment I. SunWater
advised that it does not want to be in a position where it cannot deliver announced allocations and
that SunWater’s submission reflects this. SunWater has been working with the Department on the
modelling of a rule similar to the water sharing rules in the Boyne River and Tarong Water Supply
Scheme which allows for announced allocations to be made over shorter time frames than 12 months.

SunWater advised the IAC that in its discussions with the Department, there has been no indication
from the Department for any change to be made to the 15,000ML volume. Therefore, SunWater’s
submission focusses on a better application of the announced allocation formula at low storage
volumes. SunWater further advised that any changes to water sharing rules needed to be supported
by the IQQM (Integrated Quality and Quantity Model) and that this is now being worked on by the
Department as part of the Condamine and Balonne Water Plan review.
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Upper Condamine Irrigator Advisory Committee

Meeting Minutes SunWater
LE 2 A

Agenda Item 8 & 9 - 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 Il) 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

7.

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
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Upper Condamine Irrigator Advisory Committee

Meeting Minutes SunWater
LE 2 A

8. 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 Ill) 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:

e Keep the NSP’s short

e Split out non-direct costs

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 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

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.

SunWater advised the IAC that the Headworks Utilisation factor (HUF) methodology had been updated
to more fully take the medium priority cut-off rule into consideration. This will tend to reduce the HUF
(MP) from its current 11% to a lower figure. The exact figure will be confirmed through a review by
the Queensland Competition Authority.

The IAC queried the water deliveries in 2016-17 as shown in Table 1 of the NSP (17,891ML delivered
for irrigation) and in particular what portion of this was met by streamflows as opposed to releases
from Leslie Dam.

Post meeting note: SunWater advises that releases from the dam in 2016-17 totalled 10,274ML and
as such 7,617ML of water was delivered from streamflows.
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Upper Condamine Irrigator Advisory Committee

Meeting Minutes SunWater
LE 2 A

Agenda Item 10 — General Business

Graham Clapham advised that this would be his last meeting as an IAC member and tender his
resignation from the committee. The chair thanks Graham for all his hard work as a valuable committee
member over many years of service. SunWater advised the IAC that it would commence the process
of calling for nominations to find a replacement for Graham.

Meeting closed 11am
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SunWater Limited
PO Box 15536 Cily Easl
Brisbans Queensiand 4002

wwwsumvaler.com.ad
1June 2018 &G 131 034 983

The Chief Executive

(Attention- Jason Chavasse)

Department of Natural Resources and Mines
Water Services South Region

To: WPCondamineBalonne@dnrme.qld.gov.au

Dear Sir/ Madam,

SUNWATER SUBMISSION ON WATER PLAN (CONDAMINE AND BALONNE) 2019 AND SUPPORTING
DOCUMENTS

Please accept this submission from SunWater Limited on the Draft Water Plan {Condamine and
Balonne} 2019 {‘Draft Plan’) and supporting documents.

Grounds for Submission

The submission is made on the grounds that SunWater is a water service provider and Resource

Operations Licence (‘ROL’) holder for the following water supply schemes (WSS} in the Condamine and
Balonne Basin:

o Upper Condamine WS35
o  Chinchilla Weir WSS

e Maranoa WSS

¢ St George WSS

After reviewing the Draft Plan and supporting documents, SunWater wishes to make the following
comments:

1. Water sharing rules in the Upper Condamine WSS

As a result of the dry condition experienced in the Upper Condamine WSS in recent years, hoth
SunWater and the Department of Natural, Resources, Mines and Energy (ONRME) have received
feedback from water allocations holders regarding concerns with the operation of the medium priority
cut-off rule when Lesiie Dam storage level reaches 460.35 m AHD {(approximately 15,000 ML).

SunWater is preparing a submission to amend the Operations Manual for the Upper Condamine WSS
to introduce similar rules to those found in the Chinchilla Weir WSS and the Boyne River and Tarong
WSS In the Burnett Basin. The water sharing rules for these In effect provide an ability to make an
announced allocation for period of less than 12 months. This type of water sharing rule has proven to
be of great utility when a scheme is likely to be impacted by the operation of a cut-off rule, as has also
heen the case in the Boyne River and Tarong WSS.

MAKING WATER WORK



SunWater have been progressing this matter with DNRME and recommend that the Department’s
hydrologic modelling underpinning the Water Plan takes the proposal outlined above into account.

2. Water Supply schemes and water supply scheme zones
SunWater recommend that the zone description schedule 2 for LBS-02 for the St George WSS be
amended to the following:
Thuraggl Water, from the headworks on E ) Beardmore Dam (AMTD 0.0km) downstream to
AMTD 0.4km,

3. General measure that all water allocations are measured as directed by the chief executive

SunWater notes that s 23(1)(a} of the Draft Plan states that one measure contributing to plan
autcomes is that ali allocations are measured, as directed by the chief executive, by 31 December
2022. SunWater understands that the results of the independent DNRME review into water
compllance announced in August 2017 are vet to be released. However, SunWater notes the
Recommendation 1 in the Murray-Darling Basin Water Compliance Review November 2017. To deliver
a ‘no meter, no pump’ policy, the MDBA recommended that state governments:

{a) require that 95% of meterable take in each water resource areals metered using AS4747
compliant meters by 31 December 2022;

{b} require that installation of telemetry for all entities with an average take of mare than
100ML by 31 December 2022; and

{c} require installed meters to be validated by the compliance agency and then checkad every
five years.

SunWater are committed to working closely with the DNRME to resolve potential implementation
issues. However, an area of concern arises for SunWater due to the substantial number of meters
within the Condamine and Balonne Basin that may not fully comply with the requirements of the
AS4747 standard and the potentlal cost of replacing these in line the recommendations of the Murray-
Darling Basin Water Compliance Review 2017, SunWater are cancerned about the impact this will
have on our customers as these costs are likely to be imposed on the water supply scheme.

4. General measure that a monitoring, evaluation and reporting strategy is developed by the
chief executive

SunWater notes the recommendations made in the Environmental Assessment Report and the

Review of Water Plan {Condamine and Balonne) 2004: Summary of Monitoring {(Summary of

Monitoring Report), SunWater provides the following comments:

a. Storage operating levels

SunWater notes that the Environmental Assessments Reports states that only eight of the 13 storages
within the Condamine and Balonne Basin currently require storage height monitoring and contains a
recommendation that this discrepancy be rectified in a revised resource operations licence. SunWater
would like to highlight that a river gauging site can be installed for upwards of $30,000. An additional
five sites would incur costs of greater than $150,000 and this would be passed on to our customers in
the form of increased water charges. Accordingly, SunWater suggestion that further consideration
needs to be given to the cost benefit of imposing such a requirement in a future revision to the
resource operations licence,
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