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Disclaimer

This NetworkService Plan (NSP) has been prepared by SunWater to provide indicative information to our
customers for the purpose of consultation. It contains estimates and forecasts which are based upona
number of assumptions. The actual financial performance of the Service Contract towhich this NSP
relates,and the operations and activities actually undertaken by SunWater during the relevant periods,
may vary materially from the information contained in this NSP. This NSP should not be relied upon
beyond its purpose as atool for consultation andyou should notrely on the information contained in
this NSP in making decisions aboutyour circumstances. SunWater will not be responsible or liable for any
loss (including consequential loss), claim or damage (including intort) that isinany way connected with
the use of this NSP or the information contained withinit.
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Our plan for Upper Condamine

We're focused on reliability, efficiency and safety, ensuring through ongoing
consultation that the Upper Condamine Bulk Water Service Contract
continues to meet the needs and expectations of our diverse customer base.

In this Network Service Plan (NSP) we outlinearange of proposed immediate
refurbishment and longer-term improvement projects, and provide adetailed
breakdown of anticipated costs for review.

Our focus during the 2018/19 to 2023/24 NSP period will be on ensuring dam safety
compliance is maintained and that refurbishment and corrective work identified
through annual and five yearly comprehensiveinspections at Leslie Dam are
implemented safely, timely and efficiently. We will be continuing to replace
customer meters onan as needs basis to ensure our customers have accurate water
meteringin place. Works have also been scheduled to ensure the ongoing reliability
of the Yarramalong pumps and re-profiling of the North Branch to ensure efficient
waterdeliveries to customersinthat part of the scheme.

Togetherwith continuingtoimplement an efficient and effective preventative
maintenance program, we are focused on ensuring the Service Contract’s assets
continue to performreliably.

It isimportantto us that our customers are consulted in makingimportant
decisions. We welcome and encourage your feedback on this NSP, and look forward
to working with you to deliverthe programs of work.

p—

|

John Kelly
Area Operations Manager South



1. Introduction

A Network Service Plan details a range of proposed immediate and longer-
term improvement projects, and provides a detailed breakdown of
anticipated costs for review.

NSPs are an important part of our asset management framework, feedinginto
our strategicasset managementand corporate strategicplans, asillustrated in
Appendix 1.

The purpose of this year’s NSPis twofold:

1. toconsultwithcustomersonroutine and non-routine expenditure
throughout the comingfinancial year

2. topresenttocustomersSunWater’s projected efficient costs forthe six year
period from 2018/19 to 2023/24.

In particular, the NSP covers:

* past performance forroutine and non-routine expenditure

e forecastroutine and non-routine expenditurefor 2018/19 to 2023/24.

In this NSP, the focus of consultation was the draft budget figures for 2018/19
and thereafter. We have retained prioryearactual resultsin Appendix 2 for
reference, as requested by customers.

Input from customersisa valuable part of SunWater’s planning processes and
ensuresthatwe investinareas which supportthe services we provide to
customers. Figure 1 below shows how SunWaterand customers work togetherin
relation to NSPs. SunWater has consulted with the Irrigator Advisory Committee
(IAC) onthe draft NSP and feedback from the Committee has been considered
and incorporated where appropriate.

To have your say and shape future NSPs, please contact us viaemail or post:
Email: nspfeedback@sunwater.com.au

Post: NSP Feedback
PO Box 15536 City East
Brisbane Qld 4002

We considerand respond to all submissions, publishing all responses on our
website.

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

At SunWater we are committed to working collaboratively with our customers to deliver value and fit-for-purpose water solutions. SunWater’s Customer
Service Commitment can be viewed at: www.sunwater.com.au

2.1 Our customers

The water entitlements for each customersegmentare shownin Table 1.
The majority of our 92 customersinthis Service Contract are irrigators who grow crops including cotton, sorghum, maize, soybean, sunflower, barley, oats, wheat and
lucerne. Waterisalsosupplied tothe towns of Warwick and Cecil Plains.

Table 1: Water entitlement and usage data

High-A Priority High-B Priority Medium Priority Risk-A Priority Risk-B Priority

Water Deliveries
2016/17 (ML)?

Total Water

Customer Segment Water Water Water Water Water

Entitlements (ML)

Entitlements (ML) | Entitlements (ML) | Entitlements (ML) | Entitlements (ML) | Entitlements (ML)

Irrigation 30,363 0 0 22,165 7320 878 17,891

Urban 3207 3207 0 0 0 0 1999
Industrial 0 0 0 0 0 0 0
SunWater (Excluding 365 30 125 163 0 47 275
Distribution Loss)

SunWater Distribution Loss 25 25 0 0 0 0 0
Other 0 0 0 0 0 0 2
Total 33,960 3262 125 22,328 7320 925 20,167

1.  Waterdeliveries include in-stream flows.
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The 2018/19 charges and cost per megalitre are shownin Table 2. Overall, the
Upper Condamine Bulk Water Service Contract does not need additional
subsidiestorecoverirrigation’s share of future renewals, maintenanceand
operating costs. Forthe full suite of charges that apply, referto SunWater’s

Table 3:

Service target

Service targets and performance

Number of
exceptions
2016/17

Target

website.
Table 2: Irrigation charges for 2018/19
2018/19 Cost Subsidy
($/ML) | ($/ML)23 ($/ML)
Medium Priority | Bulk Water Charge —Part A 33.20 19.36 N/A
Allocation (fixed chargebased upon
Charge entitlement)
Medium Priority | Bulk Water Charge —PartB 5.43 14.14 8.71

Allocation Water

(variablechargebased
upon usage)

1. Costsreflect lower bound cost recoveryie recovery of future replacement and ongoing maintenance
and operations. Charges do not allow for any returns on existing assets.

2. The notional High Priority Allocation Charge cost per megalitre is $398.29.

3. Costsreflect a revised Medium Priority Headworks Utilisation Factor of 8 per cent (previously

11 per cent).

2.2 Service targets

SunWaterand customers have agreed Water Supply Arrangements and Service
Targetsfor the Upper Condamine Bulk Water Service Contract.

Table 3 below sets out our performance in 2016/17 against the service targets
for: issuing notification of planned shutdowns; the duration of unplanned

shutdowns; and the frequency of interruptions to supply.

In addition, SunWater will be setting targets for the time it takes to resolve
complaintsand will be able toreport our performance againstthese targetsin

future NSPs.

Planned shutdowns | For shutdowns planned to exceed 8 weeks 0
— notification 2 weeks
For shutdowns planned to exceed 2 weeks 0
3 days
For shutdowns planned to be less 5 days 0
than 3 days
Unplanned Unplanned shutdowns during 4 days 0
shutdowns — Peak Demand Period
duration!?
Unplanned shutdowns outside 7 working
Peak Demand Period days
Maximum number | Plannedor unplanned 6 0
of interruptions interruptions per water year

1.  Thisis the number of times that the unplanned shutdown has exceeded the shortest of the peak/off

peak periods.

2.3 Key infrastructure

Table 4 lists the key infrastructure used to deliver bulk water services to our
customersin Upper Condamine.
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Table 4: Key infrastructure

Asset Description Capacity
Leslie Dam Mass concrete gravity dam with a saddledam. 106,200 ML
Classified as a referable dam under the Water
Supply (Safety and Reliability) Act 2008.
Cecil Plains Weir All concrete with a centre spillway 700 ML
Lemon Tree Weir Concrete faced earth-fill wall 300 ML
Melrose Weir Grassed earthen construction with a small 160 ML
curved concrete spillway
Nangwee Weir Concrete faced earth-fill embankment 80 ML
Talgai Weir Concrete faced earth-fill structure 640 ML
Wando Weir Grassed flatearthen bank incorporatinga v- 310 ML
shaped concrete sillatthe head of alongand
shallowrock mattress covered spillway
Yarramalong Weir Sheet pilingfilled with free-draining sandfill 390 ML
under impervious clay and topped with either
reinforced concrete or concreted rockfill
Yarramalong pump 3 submersible pumps 346 ML/day

station
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3.  Financial summary- revenue and expenditure

Allfinancial figuresinthisreportare presented in nominal dollars.

A high-level summary of the budgeted financial performance of the Upper
Condamine Bulk Water Service Contractis presentedin Table 5.

The revenue SunWater receives from urban and industrial customersis agreed
by term contract. The revenue we receivefromirrigation customersis
determined by the Queensland Government based on recommendations made
by the Queensland Competition Authority (QCA) as part of its review of irrigation
chargesand is intended to allow SunWaterto recoverits prudentand efficient
costs of operating the Service Contract.

SunWater anticipates no material change inrevenueforthe Upper Condamine
Bulk Water Service Contractin 2018/19.

In 2018/19, SunWater plansto increase routine and decrease non-routine
annuity funded expenditure forthe Upper Condamine Bulk Water

Service Contract, with a focus on projects thatimprove efficiency and
performance, and allow us to deliverthe best possible service to our customers.
This will continue to be ourfocus throughout the upcoming price path period.

Furtherdetail onthe planned spend and annuity revenue is outlined on
subsequent pages of this NSP and a further breakdown of expenditure by type
can be foundin Appendix 2.

Table 5: Service contract financial summary?!
T TS 2014/15| 2015/16 | 2016/17 20?7/18 2018/19
Service Contract Actual Actual Actual | Estimate Forecast
$’000 $’000 $’000 $’000 $’000
Revenue
Irrigation 950.9 1039.8 1190.5 1080.8 1107.9
Community Service - - - - -
Obligation
Industrial? 9.9 - - - -
Urban? 1127.8 1321.7 1538.4 1757.3 1801.2
Drainage - - - - -
Other 76.5 1.5 - 2.0 2.0
Insurance proceeds — - - - - -
flood
Revenue Total 2165.1 2363.0 2728.9 2840.1 2911.1
Less —Routine (976.1) | (1154.5)| (1321.0)| (1317.4)| (1551.8)
expenditure
Less —Non-routine
expenditure
Annuity funded (218.2) (621.5) (840.5) (815.9) (247.5)
Non annuity funded? - - - (576.6) | (1205.7)
Surplus (deficit) 970.9 587.0 567.4 130.2 (94.0)

1
2.

3.

Totals may not add due to rounding.

Forecast revenues forindustrial and urban customersare based on current contractual
arrangements.

This is expenditure which has not been funded by irrigation customers. An example of this in the
Upper Condamine Bulk Water Service Contract is the dam improvement program (DIP).
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As part of our commitmentto transparency, Figure 2and Figure 3 show a high-level breakdown of total Service Contract costs. The item ‘Annuity Contribution’ refers to

the annualised renewals annuity component of the Service Contract’s total costs.

Figure 2: Breakdown of total service contract costs — 2018/19 forecast
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Figure 3: Breakdown of total service contract costs —2019/20to 2023/24 forecasts
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4. Cost of delivering services — routine expenditure

Routine (or annual) expenditure includes funds for operations activities Following consultation with customers on the draft NSPs and a furtherreview of

(operations’ e|ectricity and insura nce)’ preventative maintenance and potential savingsin non-direct costs, SunWaterhasincluded an additionalone-
off reductionin routine non-direct expenditure from 2019/20 onwards

comprising:an 8.00 per centreductionin corporate support costs, a

SunWaterhas budgeted anincrease in Upper Condamine Bulk Water 1.00 per centreductionin local area support costsand a 1.61 per cent reduction
Service Contract’s routine operating expenditurein 2018/19 (referto Table 6). inindirect costs

SunWater’s proposed budgets forroutine operating expenditure for2019/20 to

corrective maintenance.

2023/24 are also presented in this table. The data presentedin Table 6 includes direct expenses and a share of local area
o o ) support costs, indirect costs and corporate support costs. For a more detailed
From 2019/20, SunWater has builtinto forecast costs an efficiency saving of breakdown and explanation of these costs, refer to Appendix 2.

0.2 percent every year (cumulative).

Table 6: Routine operating expenditure!?

2016/17 2017/183 2018/193 2019/20 2020/21 2021/22 2022/23 2023/24
Upper _ SunWater QCA | Variance | SunWater | 2016/17 QCA | SunWater | 2016/17 QCA | SunWater | SunWater | SunWater | SunWater | SunWater
Conc_lamlne Actual | Recommended $’000 | Estimate | Recommended | Forecast | Recommended | Forecast | Forecast | Forecast | Forecast | Forecast
SEATED (SR $’000 $’000 $’000 (adjusted) $’000 (adjusted) $’000 $’000 $’000 $’000 $’000

$’000 $’000

Electricity 164.1 84.9 79.2 150.5 87.0 90.0 89.2 151.7 151.0 156.0 160.0 157.0
Insurance 132.8 74.1 58.7 132.8 75.9 129.3 77.8 132.3 135.3 138.4 141.6 144.8
Operations 739.8 667.9 71.9 773.2 684.6 1039.3 701.7 972.3 998.2 1024.7 1052.0 1080.0
Operations Total 1036.6 826.8 209.8 1056.5 847.5 1258.6 868.7 1256.3 1284.5 1319.1 1353.6 1381.8
Preventative 2229 182.6 40.2 182.2 187.2 244.2 191.9 228.3 2344 240.7 2471 253.7

maintenance

Corrective 61.5 77.2 (15.7) 78.8 79.1 49.0 81.1 46.6 47.7 48.9 50.0 51.2
maintenance

Routine Total 1321.0 1086.7 2344 13174 1113.8 1551.8 1141.7 1531.2 1566.6 1608.6 1650.8 1686.8

1. Totals maynotadd due to rounding.
2. SunWater’s 2019/20 to 2023/24 budget figures are draft as at the time of consultation. These figures will not be locked down until latein the financial year prior.
3. For2017/18 and 2018/19 SunWater has included and reported against the 2016/17 QCArecommended costs adjusted for inflation which was assumed to be 2.5%.
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4.1 Operations

Upper Condamine Bulk Water Service Contract’s total operations budgetin
2018/19 is 44.89 percent above the QCA’s recommended costs (adjusted for
inflation). This variance is largely driven by insurance and overheads, which
include costs associated with the Inspector-General Emergency Management
(IGEM) Review recommendations. Forfurtherdetail on whatisincludedin
operations expenditure, referto Appendix 3.

Electricity

One of the key challenges for SunWateris managing the cost of electricity.
SunWateristherefore targeting several initiatives over the next 24 months to
help manage these costs, including:

* annual tariff reviews to match electricity usage with the best electricity tariff
* testingthe contestable marketforpotential savings

* ensuringourassetsare operating as efficiently as possible

e operational management of usage toreduce the impact of demand charges.

Insurance

Insurance is one of SunWater’s largest expenditureitems and these costs have
increasedsignificantly inrecent years due to multiple flood eventsin
Queensland and global insurable events impacting premiums. Although
SunWateris subjectto marketforcesinthe pricing of insurance premiums, we
have also been actively managinginsurance premium costs by reviewing
coverage levels and policy specifications including deductibles to ensure that our
insurance coverage is appropriate and reflective of the risks faced by our
business.

Although insurance premiums are forecast toincrease globally in 2018/19,
SunWaterisforecastingasmall reductionin ourinsurance costsin 2018/19
compared to the 2017/18 budgetasa result of the review of ourinsurance
coverage and recent market testing.
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4.2 Preventative maintenance

Preventative maintenance underpins the ongoing operational performance and
service capacity of Upper Condamine Bulk Water Service Contract’s physical
assets.

Preventative maintenanceis cyclical in nature with atypical interval of

12 monthsor less, however, the intervals can be longer. Upper Condamine Bulk
Water Service Contract’s preventative maintenance for 2018/19 is budgeted to

be 27.25 per centabove the QCA’s recommended costs (adjusted for inflation).
Thisvariance islargely driven by higher overheads.

For more information on whatisincluded as preventative maintenance, referto
Appendix 3.

4.3 Corrective maintenance
Corrective maintenance isidentified in several waysincluding:

* throughthe performance of preventative maintenance
* operationof assetsand equipment
* operational inspections where defects are identified

* through continuous monitoring by control systems, hazard inspections,
safety audits and fromincidentand accidentinvestigation outcomes.

Corrective maintenance includes activities to correct unexpected failures or to
returnan assetto an acceptable level of performance orcondition. While these
are difficult to forecast with accuracy, history has shown that such events can be
expectedand needto be factoredinto expenditure forecasts. SunWater
conducts two types of corrective maintenance: scheduled and emergency.

Corrective maintenance expenditure forecastsinclude provision forlabour,
materials and plant hire, but do notinclude costs of damage arising from major
unexpected events, such asfloods. These costs are categorised as non-routine
corrective maintenance, which is discussed inthe following section.

Upper Condamine Bulk Water Service Contract’s corrective maintenancefor
2018/19 isbudgetedtobe 39.58 percent below the QCA’s recommended costs



(adjusted forinflation). This variance is due to no labour costs beingincludedin
corrective maintenance as they have been allocated to Operations.

Scheduled corrective maintenance

Scheduled corrective maintenance is maintenance that can be planned and
scheduled. Foralist of what this typically includes, referto Appendix 3. This
workis managed on a risk and priority basis with as much forward planningas
possible to caterfor pricing cycles.

10

Emergency corrective maintenance

Emergency corrective maintenance (or breakdown maintenance) includes works
required to restore system supply and capacity orequipment operation afteran
unplannedevent. Itis carried outimmediately to restore normal operation or
supply to customers or to meetregulatory obligations (eg rectify asafety
hazard). For a list of what this typically includes, refer to Appendix 3.
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5. Cost of delivering services — non-routine expenditure

SunWater’s approach to managing non-routine expenditure is
underpinned by the concept of ‘optimised life cycle cost’, which seeks to
optimise capital outlays and ongoing maintenance spend.

Our whole-of-lifeasset replacement and maintenance strategylooks at the risk
and condition of each asset and uses thisinformation to estimate the future
workrequiredtoensure it will continue to providethe required level of service
intothe future.

Having up-to-date knowledge of asset conditionsis essential to this process.
Information from our continuous program of assetinspections and condition
assessments feedsintothe annual review of the renewals program.

Non-routine expenditureis funded viaan annuity. This expenditure could be
capital or operating expenditure. The annuity approach acknowledges along-
termview of renewals spend and seeks to reduce the burden on future
generations of waterusers.

The QCA applied a 20 year planning period for the purpose of calculating the
2012/13 to 2016/17 renewals annuity. For2018/19 to 2023/24, SunWateris
proposingtoadopta 30 yearplanning period. Ourforecast annuity funded non-
routine expenditure presented in Table 8and elsewhere in this NSP reflects this
proposal.

While the immediate program forthe 2018/19 budgetis well defined, estimates
become more uncertainfurtherintothe planningtimeline. As such, the program
of worksis not a specificforecast of whenindividual projects are expected to be
executed, butratheraportfolio-level estimate based on the best-available risk
and condition information for the Service Contractasa whole.
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At SunWater, we focus on ensuring our assets are maintainedtothe required
standard at the lowest cost. Ourreview of the renewals profiles also extends to
consideringthe key asset replacement assumptions so that the profile better
reflects likely spend each yearand moves away from assuming assets are
replaced atend of standard life, based on theirreplacement costs.

Table 8 setsout our non-routine annuity and non-annuity funded expenditure.
Details of the major non-routine projects planned forthe period from 2018/19 to
2023/24 are set outin Appendix4.

5.1 Dam improvement program

Under current Queensland Government policy, expenditure forthe dam
improvement program (DIP) is not recovered from customers. Table 7shows
forecast DIP expenditure, as well as the return on assets. This expenditure is non
annuity funded.

Table 7: Dam improvement program

. 2019/20 2020/21 2021/22 2022/23 2023/24
Upper Condamine
. Forecast Forecast Forecast Forecast Forecast
Service Contract
$’000 $’000 $’000 $’000 $’000
DIP Expenditure? 3346.7 9987.3 403.8 - -
DIP Contribution? - 198.4 408.2 426.3 437.0
DIP Contribution - 0.0% 7.6% 14.2% 14.4% 14.4%
% of Total Costs

1. DIP expenditure reflects approximately 50 per cent of the current cost estimates, as a detailed
business case has not yet been completed.
2. The DIP contributionis based on an “asincurred” approach for transparency of potential cost
impacts on customers to 2023/24.




Table 8: Non-routine expenditure?!

SunWater '
Actual
$’000

Upper Condamine

Service Contract

Annuity funded

2016/17

QCA

Recommended

$’000

Variance
$’000

2017/182

SunWater
Estimate
$’000

QCA

Forecast
$’000

20187/192

SunWater
Forecast

$’000

2019/20

QCA : SunWater
Forecast Forecast
$’000 $’000

2020/21 |

SunWater
Forecast
$’000

2021/22

SunWater '
Forecast
$’000

2022/23

SunWater
Forecast
$’000

2023/24

SunWater
Forecast
$’000

Operations 343

343

9.6

28.9

Preventative -
maintenance

Corrective 34
maintenance
(flood)

3.4

Renewals 802.8

860.7

(57.9)

806.3

40.4

218.5

- 192.9

207.3

308.9

2594

695.1

Non-routine total 840.5

860.7

(20.2)

815.9

404

247.5

- 192.9

207.3

308.9

2594

695.1

Non annuity
funded

Other -

576.6

1205.7

6680.1

19,931.6

805.9

1. Totals maynotadd due to rounding.

2. The QCA Forecastfor2017/18 and 2018/19 are based upon the modellingundertaken by the QCAas part ofthe 2012 irrigation pricing review.
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6.  Annuity balance

The QCA and SunWater closing balances will differ due to differencesin the
expenditure profileallowed by the QCA in 2012 and actual expenditure incurred
by SunWaterbetween 2012/13 and 2018/19. For example, in 2017, one of the
sealsonthe hydraulicgate cylinderfailed at Leslie Dam and we replaced all of
the seals at a cost of $122,000. In addition, SunWaterincurred unexpected costs
to rectify flood damage from the 2010/11 and 2012/13 flood events.

Annuities are managed by SunWater on behalf of each Service Contract. They
allow for customer charges to reflect aconstant amount necessary to recoup the
costs of refurbishment/rehabilitation of the assets overa pre-determined period
of time. The forecast annuity balances, and the impacts of budgeted non-routine
spend, are shownin Table 9 below.

Table 9: Annuity balance?!

. . 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
Upper Condamine Service i
Contract Actual Estimate Forecast Forecast Forecast Forecast Forecast Forecast
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Annuity
Opening balance? (593.2) (894.6) (1179.5) (902.3) 111.0 764.5 1367.7 2086.0
Spend (840.5) (815.9) (247.5) (192.9) (207.3) (308.9) (259.4) (695.1)
Insurance proceeds receipts
(ifapplicable)
Prioryear - - - - - - - -
Current year - - - - - - - -
Annuity contribution3 583.5 598.1 613.0 628.3 854.4 867.8 898.6 927.6
Interest/financing costs (44.4) (67.0) (88.3) (67.6) 6.4 44.2 79.1 120.7
SunWater — Closing Balance (894.6) (1179.5) (902.3) (534.4) 764.5 1367.7 2086.0 2439.2
QCA - Closing Balance (984.7) (500.8) 74.8
Difference 90.0 (678.8) (977.1)

1. Totals maynotadd due to rounding.

2. The difference in the closing balance for 2019/20 and the opening balancefor 2020/21 relates primarily to expenditureincurr ed prior to the start of the 2012 price path. For example, flood repairs associated with
aninsurance claim that was stilloutstandingin 2012. These amounts have been carried forward to 2020/21 so thatthey can b e considered as part of the QCA’s review of expenditure for the new irrigation price

path.

3. The annuity contribution is included in the prices paid by customers. It wasset by the QCAfor 2012/13 to 2016/17 and is rolled forward with CPI for 2017/18, 2018/19 and 2019/20. Thereafter the annuity

contribution is based upon SunWater’s forecast and will be included as part of SunWater’s submission to the QCA for the upcoming price review.
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6.1 Overview of annuity-funded, non-routine projects to
2052/53

The estimated renewals expenditure out to 2052/53 is shown in Figure 4 below.

Figure 4: Annuity expenditure to 2052/53 ($’000)
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mmmm Non-Routine Expenditure
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The renewals annuity presented above is calculated overa 30 year planning
period, with projects forecast to occurup to 2052/53 affectingthe renewals
annuity. The greaterthe value of the project, the more significantimpact upon
the renewals annuity.
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6.2 Options assessment

SunWateris committed to maintaining assets thatare fitfor service with the
lowest possible lifecycle cost.

In response toa recommendation fromthe QCA in 2012, SunWater has been
preparing options analyses for all material renewals projects within the planning
period. SunWater now has the benefit of learnings, having applied this approach
for numberof years, and has reflected and considered whetheritis the most
efficientapproach orwhetherthere isanotherway to approach this which
provides customers with reassurance that SunWater’s renewals expenditure is
prudentand justified.

Following consultation with IACs, SunWater has decided toimplementanew
procedure for options assessments.

SunWaterwill continue to prepare an options analysis and supporting
investigation where:

* thereisno obvioussolution

* the current maintenance strategyis changing

* technology has changedsignificantly, or

* thereisahighrisk inthe projectexecution.

For less complex (more routine) renewals projects with fewer practical

outcomes, SunWater will use its engineering knowledge and experience to
determine the optimum solution.

This approach takes the emphasis off the value of the renewals projectand
focusesonsolutionsandrisk. It ensures that SunWaterinvests resources
appropriatelyinthose projects that would benefit from an options analysis.

SunWaterwill transition to this new approach, given options analyses have
already been prepared forthe 2018/19 material renewals projects. Inthe future,
the Network Service Plans will identify renewals projects that we expect to
prepare an options analysis for underthe new approach. Customers will be able
to provide feedback through the consultation process.
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Appendix 1: SunWater’s asset management framework

Figure 5: SunWater’s asset management framework
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Appendix 2: Total expenditure by expense type

Table 10: Expenditure for activity by type?!

2014/15 | 2015/16 2016/17 2017/18 8/19 2019/20 0/21 2021/22 2022/23 2023/24

2016/17 2016/17

Upper Condamine SunWater Qg SunWater e SunWater e SunWater Qe SunWater Qg SunWater | SunWater | SunWater | SunWater | SunWater

Recomme Variance Recomme Variance Recomme Variance . Recomme Recomme
) Actual ) Actual ) Estimate Forecast Forecast Forecast Forecast Forecast Forecast
nded $’000 nded $’000 nded $’000

; ) 2 nded 2 nded p , ) , ,
000 $’000 $'000 $’000 $000 $’000 (Adjusted) $’000 (Adjusted) $’000 $’000 $’000 $’000 $’000

$’000 $’000

Service Contract Actual
$’000

Routine spend

Operations

Labour 148.4 1923 (43.9) 198.8 198.5 0.3 219.9 204.8 15.1 229.0 2099 2319 215.2 2219 2284 2351 2419 2490
Contractors 27.6 18.6 9.1 22.1 19.2 29 12.2 19.5 (7.3) 20.0 20.0 15.0 20.5 143 14.6 15.0 15.3 15.7
Materials 34 9.3 (5.9) 3.8 9.6 (5.8) 3.1 9.7 (6.7) 10.0 10.0 10.0 10.2 9.5 9.7 10.0 10.2 104
Electricity 78.6 73.4 5.2 814 79.3 20 164.1 849 79.2 150.5 87.0 90.0 89.2 151.7 151.0 156.0 160.0 157.0
Insurance 166.0 71.6 94.4 149.3 72.8 76.5 132.8 74.1 58.7 132.8 75.9 129.3 77.8 132.3 135.3 1384 141.6 144.8
Other 25.2 355 (10.3) 37.8 36.3 1.5 726 36.9 35.7 80.5 37.8 39.0 38.8 37.1 37.9 38.8 39.7 40.6
Local area support costs 111.4 - 111.4 170.7 - 170.7 189.1 - 189.1 178.6 - 296.8 - 280.2 287.5 295.0 302.7 310.6
Corporate support costs 61.8 1949 (133.1) 66.2 191.6 (125.4) 72.6 195.8 (123.2) 108.9 200.7 150.7 205.7 131.7 135.2 138.7 142.3 146.0
Indirect costs 112.0 216.0 (104.0) 192.0 207.4 (15.3) 170.3 201.2 (30.9) 146.1 206.2 296.0 2114 277.6 284.8 2923 299.9 307.7
Preventative

maintenance

Labour 64.4 59.0 5.4 55.6 60.9 (5.3) 73.5 62.8 10.7 63.7 64.4 65.4 66.0 62.6 64.4 66.3 68.2 70.2
Contractors 8.7 1.1 7.6 89 1.1 7.8 143 1.1 13.2 13.0 1.2 10.0 1.2 9.5 9.7 10.0 10.2 10.5
Materials 6.9 33 3.7 24 34 (1.0) 1.5 34 (2.0) 4.0 35 2.0 36 1.9 1.9 2.0 2.0 2.1
Other 11.4 - 11.4 23 - 23 6.9 - 6.9 4.0 - 20 - 1.9 1.9 2.0 20 21
Local area support costs 47.6 - 47.6 47.8 - 47.8 62.2 - 62.2 49.7 - 83.7 - 79.0 81.1 83.2 85.3 87.6
Corporate support costs 235 57.8 (34.3) 16.2 56.7 (40.5) 21.4 57.9 (36.5) 28.0 59.4 425 60.9 37.1 38.1 39.1 40.1 41.2
Indirect costs 48.7 62.7 (13.9) 50.5 59.5 (9.0) 43.0 573 (14.3) 19.9 58.7 38.7 60.2 36.3 37.2 38.2 39.2 40.2
Corrective maintenance

Labour 6.6 16.4 (9.8) 2.1 16.9 (14.8) 9.2 17.4 (8.3) - 17.9 - 18.3 - - - - -
Contractors 5.1 10.9 (5.8) 26.1 113 14.8 17.8 11.5 6.4 51.0 11.7 35.0 12.0 333 34.1 349 35.8 36.6
Materials 5.4 109 (5.5) 13.6 113 2.3 16.0 115 4.5 20.0 11.7 12.0 12.0 114 11.7 119 12.2 125
Other 0.6 33 (2.6) 0.7 3.4 (2.7) 1.4 34 (2.0) 4.0 35 2.0 3.6 1.9 1.9 2.0 2.0 2.1
Local area support costs 5.0 - 5.0 1.8 - 1.8 7.3 - 7.3 - - - - - - - - -
Corporate support costs 2.8 17.3 (14.5) 2.6 17.1 (14.5) 43 17.5 (13.1) 3.8 179 - 183 - - - - -
Indirect costs 4.9 17.4 (12.5) 2.0 16.5 (14.6) 55 15.9 (10.5) - 16.3 - 16.7 - - - - -
Routine total 976.1 1071.6 (95.5) 1154.5 1072.5 82.0 1321.0 1086.7 2344 1317.4 1113.8 1551.8 1141.7 1531.2 1566.6 1608.6 1650.8 1686.8
Non-routine spend

Labour 423 52.5 (10.3) 99.1 97.5 1.6 87.0 144.0 (57.0) 182.5 6.3 43.1 - 16.3 10.2 353 37.2 117.9
Contractors 59.3 53.7 5.6 2315 131.7 99.8 538.6 150.2 388.5 268.8 7.8 69.0 - 449 102.2 151.4 60.9 158.4
Materials 33.0 59.2 (26.2) 22.1 116.8 (94.7) 11.7 160.1 (148.4) 476 7.4 353 - 315 46.5 36.7 61.7 115.6
Other 1.0 56.5 (55.5) 52.4 51.3 1.1 234 81.9 (58.5) 235 34 3.2 - 64.6 26.7 7.7 18.5 49.8
Local area support costs 335 70.1 (36.5) 84.7 122.7 (38.0) 749 175.1 (100.2) 126.8 8.1 434 - 133 7.2 289 304 90.2
Corporate support costs 184 - 184 42.6 - 42.6 53.1 - 53.1 109.7 - 28.0 - 135 8.5 293 30.8 97.9
Indirect costs 30.7 64.7 (34.0) 89.0 109.4 (20.4) 51.7 149.4 (97.7) 57.0 7.3 25.5 - 8.9 6.0 19.7 19.8 65.2
Non-routine total 218.2 356.7 (138.5) 621.5 6294 (8.0) 840.5 860.7 (20.2) 815.9 404 2475 - 192.9 207.3 308.9 2594 695.1
Total spend 11943 14283 (234.0) 1776.0 1702.0 74.0 2161.5 19474 214.2 21334 1154.2 1799.3 1141.7 17241 17738 1917.6 1910.1 2381.8

1. Totals may not add dueto rounding.
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Direct costs

Direct costs are those costs which are able to be directly attributable to eitheran
assetor a service contracteg maintenance orinsurance of an asset or the
electricity and otheroperations costs foraservice contract.

Local area support costs

Local area support costs are spread across service contracts managedin each
locality. They are costs which support local people doing theirjobs eg regional
accommodation costs, local administration supportand training.

In 2018/19 the UpperCondamine Bulk Water Service Contractis allocated
1.806 percent of the forecast total local area support costs. Forecast local
overheadsin 2018/19 are higherthan previousyears and now more closely
reflectactual local overheadsineachregionratherthanlocal overheads
averaged across SunWater.

Indirect costs

Indirect cost pools capture costs such as billingand customersupport, irrigation
pricing regulation and asset management (including dam safety, asset systems,
channelsanddrainage) that have notbeendirectly charged. Theyalsoinclude
flood room operations, the IGEM emergency management program, water
planning, hydrographicservices, and environmental support costs. Indirect costs
are based on a user paysapproach eg service contracts withouta dam or weir
are not apportioned dam safety costs.

In 2018/19 the Upper Condamine Bulk Water Service Contractis allocated
1.899 percent of the forecast total indirect costs. Increasesinindirect costs
allocated to Operations are largely driven by new IGEM costs, which are
$159,000 in 2018/19 for this Service Contract.

Corporate support costs

Corporate support costs are more genericthanindirect costsand local area
support costs, and are spread across all service contacts based on directlabour.
Theyinclude the cost of human resources and payroll, information and
communications technology, corporate communications, legal, property, finance,

2018/19T02023/24 NETWORK SERVICE PLAN Upper Condamine Bulk Water Service Contract

and internal audit, plus the costs of the Chief Executive Officer, Chief Financial
Officerand the SunWater Board, where these costs are not directly charged to
activities within service contracts.

In 2017/18 SunWatercompleted a corporate restructure which resultedinanet
reduction of 20 positions from the business and areductionintotal corporate
overhead costs. Despite this, corporate overheads allocated to each service
contract have increased since 2017/18. Contributing factorstothe increase are:
the transfer of St George and potential transfer of Dawson distribution schemes
to locally managed entities and less charging of labour to direct costs.

In 2018/19 the Upper Condamine Bulk Water Service Contractis allocated
0.898 percent of the forecast total corporate support costs.

Figure 6: Total SunWater cost pools —2018/19 forecast

9%

9%

Local Area Support $21.1m
B Corporate Support $21.5m
M Indirect Costs $17.6m

M Direct Costs $183.3m

In the 2012 irrigation pricingreview, the QCAreviewed and accepted SunWater’s

methodology forrecoveringlocal areasupport costs, indirect costs and corporate

support costs. In 2018 we reviewed the cost allocation methodologyand made

changesto increase the transparency of local overhead costs and the allocation

of corporate support costs to directexpenses. We also:

* removedthe cascading of corporate overheadsintoindirect costs

* madethelocal overhead rate specifictoeachregion

¢ simplified the costdriverstolabouronly, removingthe 5per centon direct
cash costs excluding labourand electricity.

Forecastfigures containedinthis NSP reflect this change inapproach.

Figure 7 below illustrates the allocation of costs associated with providing
services.
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Figure 7: How are SunWater’s costs allocated to each service contract?

Local area support costs @ Indirect costs @ Corporate support costs

Direct Costs related to

Costs which

causal link to the provision of are corporate
labour (PPE, multlplr-; projects wide (finance,
training) or service

procurement)
contracts unless

allocated it can
as a layer to to 1 0f 30 be directly
the direct labour cost pools attributed,
rate based on user allocated to

pays service costs

allocated

Fair allocation of common costs to direct costs for projects and service contract

Pipeline Service contracts Non-routine direct Non-routine Non-routine dam

Bulk Water Service Contracts capital expenditure direct operating safety improvement
Irrigation Service Contracts expenditure costs (direct)

Direct routine Direct Business
expenditure costs Development costs

— Annuity allowance to recover . . .
Submission to QCA 9 smnottfyred non-routine costs o Recovery of routine costs o Other financing costs e Revenue allowance
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Appendix 3: Routine expenditure

Operations

Operations expenditureincludes day-to-day costs associated with management
of the Service Contract, water delivery and meeting compliance obligations.
Specificactivitiesinclude the direct and non-direct costs of:

¢ schedulingand delivering water, including processing water orders, releasing
water, operating pump stations and monitoring customer deliveries

* EmergencyAction Plansand seasonal eventresponses

* meterreading

* administration of wateraccounts, billingand receipting payments

e customermanagement, including enquiries, complaints and maintaining the
customerservice help desk

* Service Contract management, including licences and permits, rates, land
management, planningand reporting

® insurance
* monitoringthe security of infrastructureand unauthorised access
* managing engagement associated with the Service Contract

* managingenquiries from adjoininglandholders and developers that require
input from and negotiations with SunWater’s property and legal sections

* tri-weeklydaminspectionsand othersurveillance activities.

Preventative maintenance

Preventative maintenance forthe Upper Condamine Bulk Water Service Contract
includes:

e Condition monitoring — the inspection, testing or measurement of physical
assetsto reportand record condition and performance to determine
maintenance requirements. Condition monitoringis carried out on electrical,
mechanical and civil assets, including pump stations (pumps, electrical
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motors, valves, switchboards and associated equipment), and other
infrastructure.

* Servicing — planned maintenance activities carried out routinely on physical
assetsincludingvalves, gauging stations, cranes, sump pumps and associated
equipment.

* Weed control — managementof weeds, including spraying and other
activities to control nuisance and noxious weeds.

Scheduled corrective maintenance
Scheduled corrective maintenance varies by asset type and typically includes:
* Service Contractroads:
— repairingpotholesand gradingroads
— repairing, replacing, and painting guide postsand signs.
* Pumpstations:
— repairing pumps, motors, concrete structures and control buildings
— de-siltingintake structures.
* Storages(headworks and weirs):
— repairingcontrol gates, valves and concrete structures
— repairingwalls, embankments and spillways.
* Meters:

— repairing bulk water meters and customer meters.

Emergency corrective maintenance

Emergency corrective maintenance typicallyincludes the repairor correction of
faultsin pump stations. Italsoincludes respondingto theft orvandalism
associated with Service Contract assets.
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Appendix 4: Non-routine projects for 2018/19 to 2023/24

Non-routine projects are asset-related projects required to support service delivery which are undertaken less frequently than annually.

Table 11: Non-routine projects (or planning items) 2018/19t02023/24

Project Title Project Scope Budget ($’000)

2018/19 LeslieDam — Comprehensive inspection LeslieDam is a referabledam therefore SunWater is required to undertake some 106
actions to comply with the dam safety condition schedule. The 5 year inspectionis a
full civil, mechanicaland electrical inspection of the assets in order for SunWater to
maintain currentassetcondition knowledge to better inform the non-routine
maintenance plans.

Meter replacements Thisisanallowancetoreplacefailed customer meters inthe Upper Condamine. All 40
unspent money will remaininthe annuity.

LeslieDam —Crane audit SunWater has complied with craneinspection and maintenance requirements in 27
accordancewith the relevant Australian Standards; however, in many cases, this
appears to be over-servicingthe cranes. This projectwill engage a crane expert to
review each crane and derive anindividualinspection and maintenance programfor
each one.

LeslieDam —Screen repair This is a continuation projectto replacethe variableintakescreen on the Warwick 12
town water supply variableintake.

Other works There are 4 other non-routine projects for 2018/19. 62
2018/19 Total 247
2019/20 North Branch reprofile The North Branch needs re-profiling (de-silting) every 2-3 years on average. Thisis an 58

allowanceto conduct the reprofilingto ensure water is delivered to customers. There
isanallowancein the next financial year so the work can be scheduled over two
financialyears.

Meter replacements Thisisanallowancetoreplacefailed customer meters inthe Upper Condamine. All 41
unspent money will remaininthe annuity.

Talgai Weir — Outlet gate refurbishment The outlet gate at Talgai Weir needs minor refurbishment work (eg seals, corrosion). 40
The concrete baseon which the gate sits has alsoscoured over time soit needs to be
reinstated to ensure the gate seals adequately.

20 2018/19T02023/24 NETWORK SERVICE PLAN Upper Condamine Bulk Water Service Contract



Year ‘ Project Title ‘ Project Scope Budget ($’000)
Talgai Weir —Downstream face repairs Concrete on the downstream right-hand wing wall has lifted. It needs to be reinstated 25
before it fully lifts asflood waters could enter the body of the weir.
LeslieDam —Drain cleaning SunWater's standardis to clean out foundation drains every five years, or as needed, 17
to releaseupliftpressures frombeneath the dam. Excessiveupliftpressures could
resultina slidingor overturningfailure.
Other works There are 2 other non-routine projects for 2019/20. 12
2019/20 Total 193
2020/21 North Branch reprofile The North Branch needs re-profiling (de-silting) every 2-3 years on average. Thisis an 58
allowanceto conduct the reprofilingto ensure water is delivered to the customers.
Asset revaluation SunWater re-values the assets every five years for insurance purposes and to assist 51
with preparingcostestimates for non-routine projects.
Meter replacements Thisisanallowancetoreplacefailed customer meters inthe Upper Condamine. All 42
unspent money will remaininthe annuity.
Talgai Weir—Refurbish the access road The unsealed access roadinto Talgai Weir has anallowanceevery five years to 15
refurbishto anacceptablestandard, versus minor regradingas needed. Ifthe road
remains serviceable, the funds will remaininthe annuity.
Leslie Dam —Manufacture two new blankflanges The 2014 dam safety inspection recommended that two blank flanges be made in 12
preparation for replacingone of the intakeregulating valves when they are in need of
replacement.
Other works There are 4 other non-routine projects for 2020/21. 29
2020/21 Total 207
2021/22 Yarramalong pump station—Pump refurbishment SunWater has anallowanceto refurbish the three submersible pumps at Yarramalong 141
Pump Station every six years.The pumps’ performance is monitored duringthe year;
however, their physical condition cannotbe fully known unless they are removed and
inspected. The full scope of works cannotbe derived until they areassessed.
Meter replacements Thisisanallowancetoreplacefailed customer meters inthe Upper Condamine. All 43
unspent money will remaininthe annuity.
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Year ‘ Project Title ‘ Project Scope Budget ($’000)
LeslieDam —Regulating valves A valveinspectionreportin 2016 indicated thatthe internal lining of the valves had 30
failed andifleft untreated would lead to premature corrosion failure of the valve. This
projectis toreinstate the internal liningonvalve 1, with valves 2 and 3 to be done in
2022/23.
LeslieDam —Trashracks The intake trash racks atthe dam were showingsigns of corrosion during the 2014 23
inspection. They will bereinspected duringthe 5 year inspectionin 2019 atwhich time
the decision on whether to proceed with this project will be made.
Other works There are 11 other non-routine projects for 2021/22. 72
2021/22 Total 309
2022/23 Meter replacements Thisisanallowancetoreplacefailed customer meters inthe Upper Condamine. All 44
unspent money will remaininthe annuity.
Yarramalong Weir — Desilting An allowanceto desiltYarramalong Weir has been made asitwas lastdonein2003. 53
Desilting the weir will supplement the North Branch desilting.
LeslieDam —Regulating valves x2 A valveinspectionreportin 2016 indicated thatthe internal lining of the valves had 61
failed andifleft untreated would lead to premature corrosion failure of the valve. This
project is toreinstate the internal liningonvalves 2 and 3.
Leslie Dam —Document review The dam safety documents at Leslie Dam are up for a major review, whichis done 20
every five years.Itis partof the dam safety condition scheduleto maintainthe
documents.
Other works There are 5 other non-routine projects for 2022/23. 81
2022/23 Total 259
2023/24 Leslie Dam — Comprehensive inspection LeslieDam is a referable dam therefore SunWater is required to undertake some 120
actions to comply with the dam safety condition schedule.The 5 year inspectionis a
full civil, mechanicaland electrical inspection of the assets in order for SunWater to
maintain currentassetcondition knowledge to better inform the non-routine
maintenance plans.
LeslieDam —Gantry crane The control equipment is comingtowards the end of its lifesoitis prudent to planfor 218
its replacement. A conditionand riskassessmentwill be updated closerto 2023/24 to
determine ifitcan be deferred further.
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Project Title Project Scope Budget ($’000)
LeslieDam —Intake Two Duringthe comprehensive inspection,a camera will beused to assess theinternal 62
condition of the conduit. This has not been done before so the methodology needs to
be developed. It may require divers for a day.
Meter replacements Thisisanallowancetoreplacefailed customer meters inthe Upper Condamine. All 45
unspent money will remaininthe annuity.
Leslie Dam —Regulating valve 1 refurbishment Regulatingvalves are planned for refurbishment every 20 years.As this one has not 36
been refurbished since2003 itis prudent to includethisinthe forward program. Its
need will be confirmed during the 2023/24 comprehensive inspection. If the
refurbishment can be deferred, it will be.
Other works There are 11 other non-routine projects for 2023/24. 214
2023/24 Total 695
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Contact us

To have your say and shape future NSPs, please contact
us viaemail orpost:

Email: nspfeedback@sunwater.com.au

Post: NSP Feedback
PO Box 15536 City East
Brisbane Qld 4002

We considerand respondto all submissions, publishing
all responses on ourwebsite.

SunWater
inyvate
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How to read this addendum

Several changes have been made to our forecast costs since we published our 2019
Network Service Plan for the Upper Condamine Bulk Water Service Contract in

July 2018. We have therefore prepared this addendum to aid our customers’
understanding of the changes and to assist the Queensland Competition Authority
(QCA) in their review.

We have:

e updated for 2017/18 actual expenditure. This has positively impacted the
annuity balances for this service contract going forward, when compared to the
2019 Network Service Plan.

¢ revised market parameters, such as escalators and the Weighted Average Cost of
Capital, for the latest available information

e used the scheme’s 15-year average water usage over the 2002/03 to 2016/17
period to determine the Part B cost per megalitre

e updated dam improvement program (DIP) cost estimates.
Note:

e All financial figures contained in this addendum are nominal dollars.

e Totals may not add due to rounding.



Table 1: Irrigation charges for 2018/19 — Restatement of Table 2 from the 2019 Network Service Plan

2018/19 Cost Subsidy
($/ML) ($/ML)+>3 ($/mL)
Medium Priority Allocation Bulk Water Charge — Part A 33.20 19.35 N/A
Charge (fixed charge based upon entitlement)
Medium Priority Allocation Bulk Water Charge — Part B 5.43 14.67 9.24
Water (variable charge based upon usage)

1.  Costs reflect lower bound cost recovery, ie recovery of future replacement and ongoing maintenance and operations. Charges do not allow for any returns on existing assets.
2. The notional High Priority Allocation Charge cost per megalitre is $398.46.
3. Costs reflect a revised Medium Priority Headworks Utilisation Factor of 8 per cent (previously 11 per cent at the time of the 2012 review).

Table 2: Routine operating expenditure® — Restatement of Table 6 from the 2019 Network Service Plan

2016/17 2017/182 ‘ 2018/192 ‘ 2019/20 | 2020/21 | 2021/22 ‘ 2022/23 | 2023/24

SunWater QCA | Variance | SunWater 2016/17 QCA | SunWater 2016/17 QCA | SunWater | SunWater | SunWater | SunWater | SunWater
Actual | Recommended Actual | Recommended Forecast | Recommended Forecast Forecast Forecast Forecast Forecast
$’000 $’000 $’000 (adjusted) $’000 (adjusted) $’000 $’000 $’000 $’000 $’000

$’000 $’000
Electricity 164.1 84.9 79.2 21.9 87.0 90.0 89.2 147.9 144.5 149.5 162.8 161.7
Insurance 132.8 74.1 58.7 122.8 75.9 129.3 77.8 131.9 135.0 138.1 141.2 144.5
Operations 739.8 667.9 71.9 741.8 684.6 1039.3 701.7 970.5 995.7 1021.5 1047.5 1074.1
Operations Total 1036.6 826.8 209.8 886.4 847.5 1258.6 868.7 1250.3 1275.1 1309.1 1351.5 1380.3
Preventative 222.9 182.6 40.2 226.6 187.2 244.2 191.9 227.9 233.8 239.9 246.0 252.3

maintenance

Corrective 61.5 77.2 (15.7) 67.4 79.1 49.0 81.1 46.5 47.6 48.7 49.9 51.1
maintenance

Routine Total 1321.0 1086.7 234.4 1180.4 1113.8 1551.8 1141.7 1524.7 1556.6 1597.8 1647.4 1683.6

1. SunWater’s 2019/20 to 2023/24 budget figures are draft as at the time of consultation. These figures will not be locked down until late in the financial year prior.
2. For 2017/18 and 2018/19 SunWater has included and reported against the 2016/17 QCA recommended costs adjusted for inflation which was assumed to be 2.5%.
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Table 3: Dam improvement program — Restatement of Table 7 from the 2019 Network Service Plan

2019/20 2020/21 2021/22 2022/23 2023/24

Forecast Forecast Forecast Forecast Forecast

$’000 $’000 $’000 $’000 $’000

DIP Expenditure? 2045.0 11,203.3 805.7 - -

DIP Contribution? - 226.7 475.5 503.7 516.2

DIP Contribution - 0.0% 8.7% 16.4% 16.8% 16.7%
% of Total Costs

1. DIP expenditure reflects approximately 50 per cent of the current cost estimate, as a detailed business case has not yet been completed.
2. The DIP contribution is based on an “as incurred” approach for transparency of potential cost impacts on customers to 2023/24.
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Table 4: Annuity balance — Restatement of Table 9 from the 2019 Network Service Plan

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
Actual Actual Forecast Forecast Forecast Forecast Forecast Forecast
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Annuity
Opening balance! (593.2) (894.6) (774.9) (467.3) 577.0 1232.4 1837.9 2559.0
Spend (840.5) (411.3) (247.5) (192.9) (207.3) (308.9) (259.4) (695.1)

Insurance proceeds receipts (if applicable)

Prior year - - - - - - - -

Current year - - - - - R - R

Annuity contribution? 583.5 598.1 613.0 626.8 829.0 842.4 873.0 901.8
Interest/financing costs (44.4) (67.0) (58.0) (35.0) 33.7 72.1 107.5 149.6
SunWater — Closing balance (894.6) (774.9) (467.3) (68.4) 1232.4 1837.9 2559.0 2915.3
QCA - Closing balance (984.7) (500.8) 74.8
Difference 90.0 (274.1) (542.1)

1. The difference in the closing balance for 2019/20 and the opening balance for 2020/21 relates primarily to expenditure incurred prior to the start of the 2012 price path. Table 5 provides further details.
2. The annuity contribution is included in the prices paid by customers. It was set by the QCA for 2012/13 to 2016/17 and is rolled forward with the Consumer Price Index (CPI) for 2017/18, 2018/19 and 2019/20.
Thereafter the annuity contribution is based on SunWater’s forecast.

Table 5: Adjustments to 2020/21 opening annuity balance

Adjustment $’000 ‘
Actual spend adjustment (6)
Annuity income difference 363
Intersafe project spend adjustment 0
Interest difference (8)
Alignment to previously reported data 4
Interest 292
Total 645
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Table 6: Cost building blocks and notional cost allocations

Cost building blocks

2018/19

Forecast
$’000

2019/20
Forecast
$’000

2020/21
Forecast
$’000

2021/22
Forecast
$’000

2022/23
Forecast
$’000

2023/24
Forecast
$’000

Routine costs 1551.8 1524.7 1556.6 1597.8 1647.4 1683.6
Non-routine costs (Annuity contribution) 613.0 626.8 829.0 842.4 873.0 901.8
Dam improvement program? - - - - - -
Working capital 1.5 14 - - - -
Revenue offsets (2.0) (2.1) (2.1) (2.2) (2.2) (2.3)
Transfers (Distribution losses) (10.1) (9.9) (11.4) (11.7) (12.0) (12.4)
Total costs 2154.2 2141.0 2372.0 2426.3 2506.1 2570.8
Notional cost allocations

Irrigation customers 787.0 801.8 830.1 852.0 882.6 900.8
Urban/Industrial customers 1298.9 1272.2 1465.3 1496.2 1542.8 1587.1
SunWater 68.2 67.0 76.6 78.2 80.7 82.9
Total costs 2154.2 2141.0 2372.0 2426.3 2506.1 2570.8

1.

For the purposes of this table, DIP costs have been excluded.
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Table 7: Historical actual water usage

Year Usage (ML) ‘
2002/03 4021
2003/04 14,198
2004/05 2903
2005/06 15,118
2006/07 1804
2007/08 28,522
2008/09 16,313
2009/10 17,308
2010/11 9767
2011/12 22,551
2012/13 24,432
2013/14 22,202
2014/15 20,368
2015/16 8532
2016/17 20,167
15-year average 15,214
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