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Dear Mr Hall
South East Queensland (SEQ) Interim Price Monitoring Submission 2012-13

Please find attached Unitywater’s third annual Interim Price Monitoring Submission to the
Queensland Competition Authority (QCA). This submission contains Unitywater’s forecast of
water supply and retailing costs as well as sewage collection, transport and treatment costs for
the 2012-13 to 2014-15.

The former State Government legislated to impose a CPI price cap for 2011-12 and 2012-13.
That legislation provided Unitywater with the option to increase the 2012-13 water supply and
sewerage service prices by 1.3%." Unitywater has declared a freeze on water supply and
sewerage service prices for the 2012-13 financial year. The price freeze will apply to all
Unitywater prices with the exception of trade waste, recycled water and miscellaneous fees
and charges. Unitywater’s announcement delivers price relief, particularly at a time when many
people are struggling with the rising cost of living. Unitywater’s freeze on water supply and
sewerage services for the 2012-13 financial year will save customers up to $15 per account.

Unitywater’s decision will not impact 24 hour service delivery, or the capital works program for
2012-13, and does not reflect any reduction in the need for significant investment in critical
capital works to address growth, renewal, service standard or compliance issues in
Unitywater’s service area. Unitywater will continue to roll out investment in essential service
infrastructure across its area of operations.

Unitywater’s price freeze has been made possible by ongoing efforts to identify savings and
customers are starting to see rewards due to economies of scale with services covering the
combined Moreton Bay and Sunshine Coast Council regions.

Increases in bulk water charges are in the hands of the Queensland State Government and
beyond Unitywater’s control. Unitywater is required by law to pass through in full, any State
Government decision on bulk water prices.

In addition, the existing State Government legislation requires participating councils to publish
price mitigation plans and final price paths by 1 March 2013 for financial years to 30 June
2018.

' ABS index number 6401.0 Brisbane March to March all groups CP!.
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Unitywater considers the QCA price monitoring in addition to participant council price mitigation
plans and final price paths, duplicates reasonable pricing oversight and increases operational
costs. Unitywater holds the view that, the QCA’s price monitoring role could be reviewed, and
that may provide an opportunity to reduce operating costs.

Moreton Bay and Sunshine Coast Regional Councils as participants in Unitywater, utilise their
returns® to contribute towards the quality and availability of social infrastructure within the
Sunshine Coast and Moreton Bay regions. In 2012-13 Unitywater expects revenue to be below
the Maximum Allowable Revenue (MAR), and that under recovery will have implications for
Unitywater and its stakeholders.

To mitigate some of that risk, Unitywater has adopted a MAR Adjustment Transition Scheme
(MAT scheme) to capture and carry forward revenue under-recoveries. Carried forward
balances may be recouped in the future over a period to be determined with relevant
stakeholders.

Unitywater has achieved much since it commenced operations on 1 July 2010 and remains
committed to improving customer service, achieving operational efficiencies and providing
high-quality, affordable and sustainable water supply and sewage collection, transport and
treatment services that provide benefits to customers, community and the environment. Two
recent examples of efficiency include the:

«  Decision to divert sewage from the Brendale sewage treatment plant (STP) to Queensland
Urban Utilities (QUU) Luggage Point STP that deferred Brendale STP augmentation
saving $25.7M; and

«  Plan to divert sewage from the Suncoast STP by building a pipeline to the Maroochydore
STP that will permit temporary decommissioning of the Suncoast STP rather than
upgrading the plant saving $13.0M.

Unitywater is committed to considering innovative solutions to address network constraints or
to meet environmental standards and actively promotes such discussions amongst
stakeholders and regulators. Traditional approaches of upgrading STP’s to meet increasingly
stringent environmental standards may, in some circumstances, be a more expensive option
when a non-network alternative may address network constraints more cost-effectively.
Examples of non-network alternatives may include undertaking works in the water catchment
that reduces nutrient loads on receiving waters rather than investing in more advanced STP’s.

Unitywater welcomes any opportunity to gain greater insight into the views of the QCA,
interested stakeholders and customers on how Unitywater can:

1. Provide benefits through taking a whole of region approach to investment and
management of water and sewerage infrastructure;

2. Minimise cost increases for customers;

3. Deliver innovative capital solutions;

4. Seek cost efficient environmental solutions;

2 Unitywater's returns to councils take the form of tax equivalents payments; interest on debt and participant returns.
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5. Deliver savings through rationalisation, efficiency reviews and leveraging investment in
new systems; and

6. Ensure long term sustainability, and balance between network and business risks and
customer outcomes such as standards of services, reliability and security of quality
drinking water supply and sewage collection, transport and treatment.

Unitywater's aim has always been, and will continue to be, to keep prices as low as possible,
whilst reliably meeting customer obligations and maintaining the business as a credible water
supply and sewerage service provider that customers and regulators trust.

Any queries relating to this submission can be emailed to pricemonitoring@unitywater.com
attention the Manager of Regulatory Affairs, Damian Platts. Media enquiries can be directed to
media@unitywater.com or contact the Unitywater Duty Media Manager on 0488 980 564.

Yours sincerel

George Theo
Chief Executive Officer

Attachment: Interim Price Monitoring Submission 2012-13
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Board Members Responsibility Statement

In the opinion of the Board Members of Unitywater:

(a) The price monitoring information returns set out on pages 1 to O8are drawn up so as to fairly
represent, in accordance with the requirements of the SEQ Interim Price Monitoring
Information Requirements issued by the Queensland Competition Authority, (“Information
Requirements”):

(i) the information required by the Information Requirements;
(i) the information on related party transactions required;

(i)  the information on third party transactions required by the Information Requirements;
and

(b) the terms and definitions used in this statement accord with the definitions set out in the
Information Requirements.

Signed in accordance with a resolution of the Board.

AR IR T ITA

Date

Y\ Mr Jim SoorleW

Chairman

n extract of the Minutes of the Board Meeting at which the above attestation was made is attached to
the Chief Executive Officer’'s covering letter accompanying this submission.
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EXECUTIVE SUMMARY

Unitywater is a statutory authority created by the South-East Queensland Water (Distribution and
Retail Restructuring) Act 2009. The Queensland Government established Unitywater as a distributor-
retailer as part of its water reform program and transferred responsibility for water supply and sewage
transport and treatment services, together with associated assets from the Moreton Bay and
Sunshine Coast Regional Councils, to Unitywater on 1 July 2010. In addition to the functions and core
services transferred, Unitywater established supporting activities to better serve its customers.

BALANCED CUSTOMER OUTCOMES AND KEY CONSIDERATIONS

Unitywater's 2012-13 IPMS reflects five key elements of Unitywater forecasts to ensure customers
receive high quality, reliable, secure and safe water supply and sewerage services delivered in a cost
efficient and prudent manner.

1. PROVIDE BENEFITS THROUGH TAKING A WHOLE OF REGION APPROACH TO
INVESTMENT AND MANAGEMENT OF WATER AND SEWERAGE INFRASTRUCTURE.

Unitywater continues to take a whole of region approach and invest in capital projects in both the
Moreton Bay and Sunshine Coast to deliver high quality, safe and reliable water supply and sewage
collection transport and treatment to customers. Unitywater is achieving this in compliance with
environmental licence conditions and continues to augment the water supply and sewerage networks
to accommodate growth, asset renewal, and compliance requirements.

Previous under-investment in critical infrastructure, particularly on the Sunshine Coast, has forced
Unitywater to invest significant funds to ensure compliance with environmental licence conditions and
to create capacity to support population growth.

Unitywater is committed to funding critical capital works to support population growth, standards of
service and meet the State Government’s increasingly stringent environmental requirements. Over
the next three years, Unitywater will commission capital works projects valued at approximately
$688.2M and incur $889.0M in operating costs and maintenance activities.

Unitywater considers that efficiencies in delivery of the capital works program across its region
benefits from the capital cycle in each region. In short, the combined capital works program provides
for a smoother combined capital expenditure that permits greater efficiencies in planning,
procurement and delivery than would be available to a smaller business.

Unitywater in response to legislative requirement and customer feedback, moved to in arrears
quarterly billing for all customers, provided a new schedule of water meter reading from January
2012; launched an online construction projects information portal; simplified customer payment plans;
and launched an easy to remember customer service phone number for general and account
enquiries, faults and emergencies 1300 0 UNITY (1300 086 489).

Unitywater has initiated a user-pays approach to trade waste permits, controls, fees and charges that
will see the same rules applied to all waste generators throughout Unitywater’s area of operations.

Unitywater worked with Allconnex Water, and Queensland Urban Utilities to produce a draft SEQ
Design and Construction (D&C) Code that provides joint technical standards relating to the design
and construction of water supply and sewerage infrastructure in the SEQ region. The new SEQ D&C
Code will create consistency across water supply and sewerage works in the region. A common set of
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standards for everyone to follow across the region will give increased consistency, better long term
service and ultimately, lower costs for customers.

2. MINIMISE COST INCREASES FOR CUSTOMERS.

Unitywater froze the 2012-13 prices for water supply and sewerage services, except for trade waste,
recycled water and a small number of miscellaneous fees and charges.

Unitywater released its third pricing schedule for 2012-13 on 21 June 2012, freezing its water and
sewerage access prices and not increasing by the permitted CPI increase of 1.3% for residential and
small business customers in accordance with price-capping State Government legislation (Fairer
Water Prices for SEQ Amendment Act 2011).

Unitywater maintained the application of the price freeze to its large business water and sewerage
customers. However, the CPI cap did not apply to the State Government’s bulk water charge, which
increased by 14.05% in Moreton Bay and 20.15% on the Sunshine Coast (refer to Table 1 below).
Unitywater is required to pass through the bulk water price increase in full to customers.

Table 1 Unitywater prices for 2012-13 ($M)

Description

MBRC
2011-12

MBRC
2012-13

SCRC

% Change
2011-12

SCRC
2012-13

% Change

State Government bulk
charges' (water
consumption) based on
average kL/yr usage of
160.73 and 188.49

$308.9 $352.3 14.1% | $252.6 | $303.5 20.2%

Unitywater Water

usage charges 2 $28.3

$28.3 | No increase $101.4 $101.4 | No increase

Fixed Water access

charges $346.0

$346.0 | No increase $232.1 $232.1 | Noincrease

Fixed access charges

Sewerage — standard $744.9

$744.9 | No increase $570.8 $570.8 | No increase

Unitywater changed the billing for access charges from in advance to arrears in order to assist
customers transitioning from six monthly to quarterly billing cycles.

Unitywater continues to work with Councils’ in developing their price mitigation plans and final price
paths for the 2013-14 year and beyond. Price and standards of service are key concerns and every
effort is being made to provide least cost solutions to customers whilst ensuring safe, secure and
reliable water supply and sewage collection, transport and treatment.

Unitywater’s Board mandated budget savings that are incorporated in the forecasts contained in this
submission. Unitywater is actively pursuing measures to rationalise costs that do not affect service
delivery, recent measures include review of overheads and allocation; achieved significant reductions

! Usage charges based on average kL/yr of 160.73 and 188.49 for Moreton Bay and Sunshine Coast regions respectively
2 -
ibid
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in capital expenditure compared to previous council estimates, and approved 45 voluntary
redundancies that will result in recurrent savings of approximately $3.3M pa. Unitywater’s initiatives
have produced savings that outperform the QCA’s 2% per annum compounding efficiency target,
however this achievement will not reduce Unitywater’'s commitment to identify further cost reductions
wherever possible.

Unitywater froze its 2012-13 prices and as such has absorbed the impact of the carbon tax resulting
on items such as electricity, transport and chemicals. The operating cost increases are expected to be
approximately 10.1% compared to 2011-12. Unitywater will monitor costs increases throughout 2012-
13 to gain a better understanding of the impact the carbon tax has on input costs to the business.

3. DELIVER INNOVATIVE CAPITAL SOLUTIONS AND COST EFFICIENT ENVIRONMENTAL
SOLUTIONS.

Unitywater has adopted three innovative sewage treatment capital solutions including:

e The first full year of operation of the diversion of sewage from Brendale to Luggage point that
defers augmentation of the Brendale STP for several years by paying QUU to treat the
diverted sewage from Arana and Ferny Hills saving $25.7M;

e Plans to save $13.0M by diverting sewage from the Suncoast STP by building a pipeline to the
Maroochydore STP that will permit temporary decommissioning of the Suncoast STP rather
than upgrading the current plant to a more stringent environmental licence. The plant and its
current licence will be retained and return to service when growth in the catchment may
require re-commissioning; and

¢ Planning wetlands at Maleny and Coolum as an alternative capital solution rather than STP
augmentation.

Unitywater is investing in innovative solutions to address environmental and network requirements
such as:

e Promoting a water sector regulatory test; nutrient offsets; load diversions and wet lands; to
help find optimal value chain solutions e.g. undertaking works in the water catchment that
reduces the nutrient loads on receiving waters rather than investing in more advanced STP’s;

e Unitywater was nominated for and won multiple awards such as: National Riverprize;
Queensland Program Innovation; Queensland Infrastructure Project Innovation; and Healthy
Waterways; and

e Unitywater is attempting to identify and remove illegal stormwater connections to the sewer
network through smoke testing. Removing illegal connections is more cost effective than
augmenting the network to perform in all weather conditions and is expected to contribute to a
reduction in wet weather overflow events.

4. DELIVER SAVINGS THROUGH RATIONALISATION, EFFICIENCY REVIEWS AND
LEVERAGING INVESTMENT IN NEW SYSTEMS.

Unitywater is actively pursuing an operational efficiency of its property portfolio such as through the
decision to develop the Northern Services Centre to provide a single facility to support field operations
in the northern region of Unitywater’s operating area. Unitywater undertook an independent review of
its property portfolio to integrate the business across the operating area, to find operating efficiencies
such as rent reduction and to improve customer service. Field operations in the northern region are
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currently operating from nine separate locations. Co-location will result in time savings, integration of
work practices, rationalisation of functional support, stores and facility maintenance.

Unitywater introduced a new billing and customer services system that provides for rolling quarterly
billing and faster call centre response to customer enquiries and faults.

Over the last year Unitywater’s Infrastructure Services Division (ISD) and Business Support Services
Division (BSSD) became certified to international standards for environment systems (AS/NZS ISO
14001:2004) and quality management systems (AS/NZS ISO 9001:2008) by Compliance Australia.
The scope of quality and environmental certification extends to all STP’s, depots and pump stations
operated by Unitywater. The scope includes all areas of the business that are managed by ISD and
BSSD.

Unitywater is progressively introducing new information management systems and moving off council
systems to a single set of region wide systems. Reducing reliance on legacy systems will deliver
standalone capability such as Geographic Information Systems (GIS), supervisory control and data
acquisition (SCADA), Consolidated Asset Management System (CAMS), Electronic Document
Records Management System (EDRMS) and the Customer Service and Billing Solutions project
(Unify).

Unitywater is also utilising a Global Position System (GPS) for vehicle tracking in order to deliver
productivity improvements through more efficient dispatch, and to reduce response times of field
crews to rectify customer service issues.

Unitywater's employees were covered by the SEQ Distribution and Retail Water Reform Workforce
Framework 2009 (the Workforce Framework) which protected the terms and conditions of
employment for employees affected by the transfer of water and wastewater functions from local
governments to Unitywater. The Workforce Framework was due to expire 30 June 2013 however the
State Government has legislated for the Workforce Framework to be repealed.

The Workforce Framework ensured that there are no forced redundancies, or no overall loss of
employment, as a result of the water reforms within either the councils or the new water entities
during the reform period. The Queensland State Government stated in the Workforce Framework
objectives that labour savings are not, and never have been, a driver for water reform.

Unitywater continues to adhere to these objectives. This is made more critical as Unitywater becomes
increasingly self-sustaining and less reliant on councils.

That said, even within the constraints of the Workforce Framework, Unitywater has made significant
progress toward identifying efficiencies. For example, Unitywater’s Certified Agreement No. 1 2011
delivered the following:

e Extending current working hours so that the workforce start and finish times are staggered,
thereby more closely matching workforce availability with work volumes. This is being done to
provide a better level of customer service and reducing costs associated with call out
arrangements;

e Introducing afternoon shift work for field-based roles;
¢ On-site start/finish work arrangements for field service crews ; and

o Employees’ pay parity across Unitywater’s workforce (i.e. same work/same pay).
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5. ENSURE LONG TERM SUSTAINABILITY

Unitywater is taking steps to ensure long term financial sustainability of the water supply and
sewerage services it provides by working with councils to prepare their price mitigation plans and final
price paths to 2018 which may involve tariff reform. Unitywater and councils are attempting to balance
prices against network and business risks, financial sustainability and maintaining customer service
standards for water supply and sewerage services in a cost efficient way.

Unitywater is providing for sustainable economic development by upgrading the STP’s at Maleny,
Cooroy, Woodford, South Caboolture, Brendale, and Burpengary East and by upgrading sewage
pump stations; replacing trunk valves; and relining sewers throughout Moreton Bay and Sunshine
Coast.

Unitywater will commence in 2012-13 public consultation on its Netserv plan documentation that will
aid transparency regarding how Unitywater manages the network. Unitywater also looks forward to
participating in the QCA’s discussions on forecasting demand for different purposes such as Fire
standards, capital works planning and pricing. Demand is a key factor in estimating the cost and
timing of capital investment necessary to maintain customer services standards and quality of water
supply and sewerage services.

PRICE MONITORING FRAMEWORK

In this submission, Unitywater continues to propose two enhancements to the price monitoring
framework to assist transitioning toward cost reflective water and sewage treatment prices whilst
mitigating price shocks to customers:

¢ Maximum Allowable Revenue Adjustment Transition Scheme (MAT Scheme) - is intended to
capture and index annually current and prospective revenue under (over) recoveries, being
the difference between actual revenues and Maximum Allowable Renenue (MAR)®. Unitywater
expects the MAT scheme will operate until such time as Unitywater’s prices are set to recover
MAR, and these under (over) recoveries would then be included in accordance with a QCA-
approved price path over a period to be determined; and

e Capital Contributions Tax Adjustment (CCTA) - The existing regulatory framework does not
recognise income tax payable by Unitywater on receipted cash contributions for infrastructure.
To address this omission, CCTA proposes to calculate tax costs associated with cash
contributions received (for Local Government TER purposes gifted assets are excluded from
Taxable Income), and reduce MAR by the value of gifted assets and cash contributions
receipted into Unitywater net of the unfunded tax on receipt of those contributions.* The
receipted value of the gifted assets and cash contributions will continue to be rolled into the
Regulatory Asset Base (RAB) in accordance with the standard revenue offset method.

For this 2012-13 information return, Unitywater has estimated that after freezing prices and not
adjusting prices by the State Government’s CPI price cap on tariff prices, Unitywater revenue will
under-recover $22.2M when comparing MAR of $254.1M with expected revenue of $232.0M 2012-13.

® MAR is an abbreviation for maximum allowable revenue which is the product of a standard regulatory building blocks approach to
determine the benchmark efficient cost of providing the relevant service.

* The calculation will be: total capital contribution less gifted assets = cash contributions * (tax rate*(1 — gamma)), where gamma is the
product of dividend distribution rate and theta the value applicable to a dividend imputation credit.
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Unitywater is conscious of moderating price increases for customers. This was reflected in its decision
to under-recover in 2010-11 and in 2011-12 and further by freezing prices for 2012-13 demonstrates
Unitywater’'s commitment to customers.

The period of price-smoothing of any under-recoveries will be considered by Unitywater in
consultation with the QCA. The three-year revenue forecast presented in this interim price monitoring
submission is not based on an NPV-neutral glide path and is indicative only, as it does not include
any information on local government PMPs or final price paths.

In determining MAR, Unitywater intends to retain the revenue offset approach for the treatment of
contributed and donated assets. Unitywater will review this approach annually as information and the
regulatory environment develop. The level of under-recovery for the three years of budget forecasts
for water and sewerage services is indicated in the Diagram 1 (below) and Diagram 2 (overleaf):

Diagram 1 Water services — Forecast revenue compared to MAR

MAR
5.2% 12.5%
REVENUE
11.6% 14.3% )
UNDER-
RECOVERY FY2012 FY2013 FY2014
$11.5 $1.4M
$(33.7)M $(22.2)M $(20.8)M
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Diagram 2 Sewerage services — Forecast revenue compared to MAR

MAR
FY2012 FY2013 FY2014
(2.2)% (10.2)%
$236.6M $231.3M $254.8M
REVENUE
FY2012 FY2013 FY2014
$202.3M ‘ $206.3M ‘ $217.6M
UNDER- FY2012 FY2013 FY2014
RECOVERY
$9.30 $12.20
$(34.3)M $(25.0)M $(37.2)M

The forecast under-recoveries demonstrate that Unitywater's under-recovery over the three year
forecast period is approximately $96.5M, in addition to the QCA’s assessment that Unitywater under-
recovered MAR in 2010-11 by $20.6M, resulting in a cumulative under-recovery of MAR by up to
$117.1M in nominal terms by 30 June 2014.
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1. INTRODUCTION

Unitywater was established on 1 July 2010 under the South-East Queensland Water (Distribution and
Retail Restructuring) Act 2009 to provide potable and recycled water supply; as well as the trade
waste and sewage collection, transport and treatment services previously provided by Moreton Bay
and Sunshine Coast Regional Councils. Unitywater provides water supply and sewerage services to
an estimated resident population of 748,770 with 278,474 water supply connections and 253,275
sewer connections across the 5,223 km? region. Unitywater’s water infrastructure assets include:

¢ 18 sewage treatment plants (STP’s);

e 2 advanced water treatment plants (AWTP’s);

e 108 drinking water reservoirs and 8 recycled water reservoirs;

o 5,542 kilometres of trunk and water reticulation mains pipeline;
o 5,352 kilometres of sewerage mains pipeline;

e 777 sewage pump stations and 79 water pumping stations; and
e 79 kilometres of recycled water network.

An independent Board appointed by Unitywater's Participating Councils is responsible for ensuring
the organisation maintains the quality, reliability and security of water supply, as well as the collection,
transport and treatment of trade waste and sewage in compliance with environmental licences.

Unitywater's two participating councils receive returns from Unitywater in accordance with a
Participation Agreement.® Returns to Participating Councils contribute towards the quality and
availability of social infrastructure within Sunshine Coast and Moreton Bay Regional Council’s areas.

1.1. REGULATORY PRICE MONITORING

The former Premier and Treasurer of Queensland referred Unitywater’s monopoly distribution and
retail of water supply, trade waste and sewage collection, transport and treatment services to the
QCA, for three annual price monitoring reviews starting 1 July 2010 and concluding 30 June 2013.

In June 2011, the former State Government passed legislation applying a CPI price cap on the
distributor-retailer component of water supply and sewerage service prices for certain customer
groups.® The CPI price cap did not apply to the bulk water component of customer accounts and
Unitywater is required by legislation to pass on the full bulk water price increases to customers.

Unitywater applied the CPI cap to its 2011-12 water supply and sewerage services (residential and
business customers irrespective of annual usage’), however for 2012-13 the Unitywater Board chose
to freeze water supply and sewerage service prices and not increase them by the permitted CPI of
1.3%. That decision saves customers up to $15 per annum for 2012-13.

The former Treasurer and Minister for State Development, Minister for Finance and Minister for The
Arts, signed an Amended Minister’s Direction Notice to the QCA on 29 June 2011. That Direction
amended instructions to the QCA to take into consideration the CPI price cap legislation.

® The Participation Agreement is available at http://unitywater.com/About-us/Participation-agreement.aspx
® Queensland; Fairer Water Prices for SEQ Amendment Act 2011 Act No. 21 of 2011
7 Unitywater will review annually large business customers price rises as part of its pricing and tariff reform process
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The QCA’s 2010-11 and 2011-12 price monitoring reviews concluded there was no evidence of an
exercise of monopoly power, and that Unitywater had under-recovered its MAR by approximately
$20.6M?® and $56.8M° respectively.

For the 2012-13 interim price monitoring review the QCA will publish information requirements for
Unitywater to complete, in the form of the SEQ Interim Price Monitoring Information Requirements for
2012-13 (the information requirement), including a suite of spreadsheet templates.

This document and the accompanying completed templates forms Unitywater’s response to the
information requirement and is the third interim price monitoring submission to the QCA.

1.2. UNITYWATER SERVICES
Within its geographical area Unitywater:

e Provides customers with drinking-quality water supply;

e Collects, transports and treats sewage and trade waste for disposal as environmentally safe
wastewater into rivers and ultimately Moreton Bay;

e Reticulates recycled water to commercial and residential customers;
¢ Operates and maintains water supply and sewerage system infrastructure;

e Plans and delivers new infrastructure to maintain services standards and meet customer
growth in compliance with stringent environmental standards which often requires older
sewage treatment plants to be upgraded to meet modern standards;

e Contribute toward environmental outcomes for rivers and beaches throughout the Sunshine
Coast and Moreton Bay regions that in turn support tourism and recreational pursuits;

e Contribute to positive environmental and ecosystem outcomes within Moreton Bay Marine
Park and Pumicestone Passage by ensuring wastewater returned to the environment does not
adversely impact the health of waterways, estuaries, ecosystem and Moreton Bay;

e Provides 24 hour emergency response to water supply and sewage service interruptions; and

e Manages customer accounts including meter reading, meter maintenance, customer billing
and customer service.

8 QCA, Final Report SEQ Interim Price Monitoring Part A — Overview March 2011, pi
° QCA Final Report SEQ Interim Price Monitoring Part A — Overview March 2012, pii
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1.3. QUEENSLAND TRESAURY POPULATION ESTIMATES

Unitywater’s service area spans 5,223 square kilometres, with an estimated residential population of
748,770 at 30 June 2012 which represents approximately 16.3%"! of Queensland’s total population.
Population estimates indicate growth in Unitywater’s customer base over the next 20 years to 819,268
residents by 2016 and 1,041,347 residents by 2031.

This represents expected population growth of 39.1% over the next two decades which is slightly
lower by 3.8% compared to Queensland Treasury’s Office of Economic and Statistical Research
(OESR) equivalent estimates published a year ago.

Unitywater acknowledges this will have implications on long term sequencing and timing of
infrastructure augmentation, however it is not expected to impact the capital or operating programs
contained in this submission for the three financial years concluding 30 June 2015.

The above estimates are based on OESR forecasts published in April and June 2012. Due to time
lags, Unitywater’s capital and operating expenditure programs and demand forecasts detailed in this
submission are based on slightly higher, OESR 2011 published population estimates.

Recently within Unitywater’s area of operations, Caboolture West was announced with an estimated
population of 60,000 residents.*? Unitywater's current capital forecasts do not include infrastructure
necessary for this development, work is how underway to plan and sequence for Caboolture West.

1.4. SEWAGE DIVERSION AN EXAMPLE OF OPTIMISING ASSET UTILISATION

Participating Councils transferred a portfolio of assets to Unitywater, of varying capacities, condition,
technologies and performance. Unitywater each day learns more about the condition of its network of
pipes, pumps and treatment plants and is constantly considering opportunities to optimise its
infrastructure utilisation. The benefits of optimised asset utilisation may include deferral of capital
augmentation and more efficient sewage collection, transport and treatment services.

For example capital expenditure has been deferred at the Brendale STP by diverting some of the
sewage load to Queensland Urban Utilities’ STP facility at Luggage Point, the diversion commenced
in July 2012. This is one specific example of network optimisation and also highlights cooperation
between distributor-retailers to pursue efficient solutions that benefit customers through lower costs.

More recently in late 2011, Unitywater’s Board decided to defer augmentation of the Suncoast STP by
planning to build a pipeline and transfer sewage to the Maroochydore STP that has existing capacity
to treat the sewage under its current environmental licence. This will defer approximately $14.8M
capital expenditure and optimise utilisation of existing environmental licences.

1% Office of Economic and Statistical Research (OESR), Queensland Treasury, Population and housing profile April 2012 for Moreton Bay
and Sunshine Coast Regional Councils.

" OESR, Queensland Treasury and Trade Population Growth Highlights and Trends, Queensland 2012, June 2012 Queensland population
estimate at September 2011 of 4,599,360.

12 http://digp.qld.gov.au/local-area-planning/caboolture-west.html
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1.5. UNITYWATER'S SERVICE AREA

Diagram 3 (below) shows Unitywater service area® noting that much of the service area coastline
borders the Moreton Bay Marine Park. The Marine Park has varying levels of environmental
sensitivity according to the health of the receiving waters, ecosystem and other environment factors.

Diagram 3 Unitywater’s service area.
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1.6. CHALLENGES OF NEIGHBOURING MORETON BAY MARINE PARK

Unitywater operates much of its network within a unique hydrologic cycle.'* Unitywater’'s coastal
location borders sensitive sea grass and mangrove ecosystems. Most of Unitywater’s treated sewage
ultimately blends into the Moreton Bay Marine Park adjacent to Unitywater’s service area.

The natural currents of Moreton Bay are influenced by the East Australian current deflecting off
Moreton Island and influencing Moreton Bay waters to move in a clockwise direction. The current
means that outflows from Brisbane River, and the STP’s that discharge into the Brisbane River, hug
the coast and plume northward along coastline adjacent to Unitywater’s service area and receiving
waters.'®

Diagram 4 (below) vividly demonstrates the January 2011 flood plume as it moved to the northern
sections of Moreton Bay and Unitywater’s service area coastline. This supports other data suggesting
a clockwise movement of water in Moreton Bay.

Diagram 4 January 2011 Flood Plume®®
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River flowed to the north and out of Moreton Bay through the North passage
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Nutrient loaded receiving waters are compounded to some degree by water catchment infrastructure
that has reduced the Pine River’s ability to flush and renew its river mouth and assist to clear northern
sections of Moreton Bay.

The nutrient carrying and discharge capacity of rivers flowing into the northern sections of Moreton
Bay are therefore more constrained than would otherwise be the case, and it is that impact on the
river's health that makes STP augmentations, and the obtaining of new environmental licences more
complex and expensive.

Unitywater considers a law of diminishing returns applies to STP augmentation and the compliance
with stricter environmental licence conditions. Therefore investing in potential alternative nutrient or
pollutant reduction initiatives may achieve greater economic efficiency and environmentally benefits
that continual focus on STP licence conditions.

In Unitywater’s experience, increasingly stringent environmental licence conditions attached to new or
upgraded STP licences may not be the best allocation of resources when STPs in Unitywater’s
catchment contribute approximately 10% of the nitrogen in local river systems. Unitywater considers
greater investment in and focus on the sources of the remaining 90% would achieve more beneficial
outcomes.

Unitywater suggests measures such as riparian revegetation, modification of farming practices,
addressing storm water particulate and pollutant run off, and/or modifying industry practices in other
sectors that have a direct impact on both river systems and Moreton Bay may be more cost-effective
measures to achieve positive environmental outcomes than further imposts on STP design to meet
increasing sewage loads and tighter discharge limits.

Whilst growth may require high volume STP augmentations, river systems may benefit more from
maintaining STP licence conditions at the current environmental standards and including alternative
non-network river system nutrient removal such as incentivised agricultural practice modification and
greater riparian areas alongside waterways.

Unitywater submits that coordinated and open discussion amongst a range of stakeholders including
economic and environmental regulators, instrumentalities and departments is necessary to achieve
alignment of policy objectives of healthy waterways and easing cost of living pressure on customers.

Unitywater would welcome the opportunity to participate in such a discussion, and to assist the QCA
to prepare a discussion paper on developing a specialised water sector regulatory test (Wet Test)
focusing on the Total Water Cycle Management Plans (TWCMP) that may consider:

e Demand side management;
e Operating expenditure solutions;

¢ Network augmentation options with multivariate and multidisciplinary prioritisation and option
assessment; and

e Nutrient offsets such as alternative investment to reduce pollutants, sediment or nutrients
within a catchment more affordably than traditional STP augmentation to meet increasingly
stringent environmental licences.

The first three points are already being considered as part of Unitywater’s existing capital expenditure
option assessment process. However no tool currently exists to support hon-network investment on
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private or public lands to achieve better water system outcomes. It is our intention to encourage this
investment through the TWCMP.

Unitywater suggests stakeholders and regulators facilitate a workshop to discuss developing a
regulatory test for non-network investments, that may also support initiatives such as nutrient offsets
or trading or investment in natural assets such as riparian or water catchment forestation that may
also provide carbon credits or offset.

Unitywater would be pleased to work with the QCA on developing economically efficient opportunities
that may presently exist but have not been encouraged within the current legislative, regulatory and
environmental control frameworks.

1.7. UNITYWATER STRATEGIC PLAN 2011-2016

Unitywater’s first two years of operations has been one of endings and new beginnings. Unitywater
met the challenge of establishing the business and launching into the market as a new statutory
authority on 1 July 2010, with Unitywater-branded staff as the face of a major institutional reform for
South East Queensland.

Since this date Unitywater has quickly moved towards establishing a consolidated water supply and
sewerage services business. Unitywater has and will continue to maintain a professional approach
and commitment to providing customer service.

Whilst consolidation of systems and processes continues, it is evident through the extreme weather
events of January 2011 that Unitywater's key achievement has been establishing the capability and
morale to respond to adversity as a united team with the combined skills and knowledge of two
workforces integrated into one. Unitywater is implementing sophisticated technologies and processes,
and has already been awarded for innovation in water quality testing in its first year of operations.

As Unitywater builds capability and looks to minimise risks, there continues to be evolving reform in
the SEQ water sector. Unitywater will continue to focus on long term economic, social and
environmental sustainability and will continue to update the Strategic Plan as events unfold.

Unitywater’s four strategic objectives of Customer Satisfaction, Integrated Whole-of-Region Business,
Proud, Productive People, and Sustainable Value and Growth remain unchanged; however, some
supporting strategies have been re-prioritised from the previous strategic plan to meet the evolving
needs of customers and the environment.

Within the Sustainable Value and Growth strategic objective, Unitywater will look to deliver innovative
capital solutions and will ensure long-term financial sustainability rather than just driving efficiencies.
In addition to positively influencing stakeholders, Unitywater is committed to community engagement
with positive social actions in the coming years.

As Unitywater aligns with the updated strategic agenda for 2011 to 2016 the aim is to create
sustainable, win-win conditions for all stakeholders and become a respected community contributor.
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Diagram 5 Unitywater’s Strategic plan 2011-2016
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1.8. UNITYWATER DEVELOPMENT PATHWAY

Unitywater is implementing a three-phase program to fully develop the business and its operational
capability. This is summarised in Diagram 6 (below).

Diagram 6 Unitywater Development Pathway
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Program Paramount is the management approach being used by Unitywater to deliver the second, or
consolidation, phase. Paramount is a program of work made up of 24 projects centrally coordinated
by a Program Management Office (PMO).

The focus of Program Paramount was to identify opportunities for efficiencies and implement the
systems and processes required for a mature business. The program is investing in delivery of a mix
of people, process and system initiatives such as:

¢ Implementation of customer service and billing system;

¢ Implementation of a consolidated asset management system;
e Establishment of a GIS capability;

e A consolidated, central call centre.

Program Paramount is providing capability on which Unitywater will deliver its efficiency and service
delivery performance goals.

The first phase was completed on 30 June 2010, and involved the transfer of the two councils’ water
and sewerage assets, staff and customers to Unitywater and the establishment of necessary service
level agreements to ensure business continuity. Unitywater’s governance, quality and performance
frameworks were also established.

Unitywater continues to identify incremental roles, functions and responsibilities that necessitate
support staff in addition to the two operating business units that were transferred to Unitywater from
the Moreton Bay Regional Council and the Sunshine Coast Regional Council.

This is made more critical as Unitywater becomes increasingly self-sustaining and less reliant on
service level agreements with councils for ICT systems.

The second phase, aligns with the price monitoring period (1 July 2010 to 30 June 2013), and is
currently underway. It involves progressing consolidation of Unitywater, and implementing new
systems and processes. In doing so, an important part of this phase is to identify and capture
economies of scale arising from Unitywater’s service area, asset base and program of work.
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The final phase reflects activities and the transition towards a fully developed business, including
refinement and optimisation of business systems and processes, with an aim to be a best practice
provider of water reticulation, sewage and trade waste treatment services.

1.9. UNITYWATER ORGANISATIONAL STRUCTURE

The budget approved by Unitywater's Board for 2011-12 reflects the organisational structure in
Diagram 7 (below).

Diagram 7 Unitywater Structure
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1.10. INTERIM REGULATORY FRAMEWORK

The SEQ regulatory framework is evolving and uncertain. Unitywater is effectively operating under a
price cap without the associated regulatory framework to assist to mitigate volume risk.

Unitywater has introduced a regulatory under (over) recovery scheme termed the MAT Scheme. The
MAT scheme captures under (over) recoveries of MAR and carry’s forward amounts for potential
future price paths. The MAT scheme account is discussed further in Section 4.

1.11. CPI PRICE CAP ON DISTRIBUTOR-RETAILER COSTS

The State Government passed legislation in June 2011, that introduced CPIl-capped price rises for
the distributor-retailer portion of charges for water and sewerage services supplied to residential and
small business customers. The CPI measure uses March-to-March Brisbane CPI for the 2011-12 year
and the 2012-13 year.

The CPI increase for 2011-12 was 3.6% on Unitywater’s current fixed water and sewerage access
charges and water usage charges in 2010-11. The State Government CPI price cap does not apply to
its own bulk water charges. The charge for bulk water will be increased by 16.5% in Moreton Bay and
25.2% on the Sunshine Coast in 2011-12.

The available CPI increase for 2012-13 was 1.3% on Unitywater’s current fixed water and sewerage
access charges and water usage charges in 2011-12. The State Government CPI price cap does not

7 Fairer water prices for SEQ Amendment Bill 2011, Subdivision 2 Caps.
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apply to its own bulk water charges. The residential charge for bulk water will increase by 14.0% in
Moreton Bay and 20.1% on the Sunshine Coast for 2012-13.

Unitywater’s Board decided to freeze prices and not increase the 2012-13 tariffs by CPI, this action
has saved customers up to $15 per annum and reflects Unitywater’s achievements in finding
innovative capital solutions and efficiencies.

Unitywater implemented the price freeze on water supply and sewerage service charges and applied
it to all customers (with the exception of trade waste, recycled water and miscellaneous fees and
charges).

The State Government legislation required the CPI price cap not to be affected by rebate or subsidy
changes in any local government region. Moreton Bay Regional Council committed to continue its
water rebate to customers in 2011-12 and was the only council in Queensland that provides water
subsidies to their ratepayers. For 2012-13 Moreton Bay Regional Council is understood to be
reducing its rebate

The State Government’s decision to cap Unitywater’s price rises at CPl does not negate the need for
significant investment in critical capital works in the Moreton Bay and Sunshine Coast regions.
Unitywater will continue to invest in essential infrastructure and determine a price path to recover the
cost over future periods.

1.12. PRICE MITIGATION PLANS

The State Government legislation introduced in June 2011, introduced a requirement for councils to
publish Price Mitigation Plans (PMP’s) detailing how they propose to mitigate price rises after the CPI-
capped period ends on 30 June 2013.

The legislation requires Participating Councils to Publish an initial PMP by 1 September 2011 and a
final PMP by 1 March 2013. The final PMP is also to provide final price paths for water and sewerage
services for the period from 1 July 2013 to 30 June 2018 inclusive.

There is an obligation to provide a copy to the Minister and for local governments to publish a copy of
the PMP on the local government’s website, in a newspaper circulating in their local area; and ensure
a copy of the plan is available for inspection at the local government’s public offices.

PMP's are unlimited in terms of flexibility but they are required to include:

e The price path for increases in charges that moderates impacts on customers;
e The policies the Participating Councils intend to adopt to help particular customers;
e How the community will be kept informed about increases; and

o The extent to which Unitywater's profits paid to Participating Councils are applied to provide
subsidies or rebates to water supply and sewerage service customers.

The final price path is to be published by 1 March 2013 and must state graduated price increases for
the charges during the period that moderate the effect of increases on customers.

Unitywater must take all reasonable steps to ensure it implements the final price path. Unitywater is
cooperating with Participating Councils to prepare PMP’s and Final Price Paths, the form and nature

'8 Fairer water prices for SEQ Amendment Bill 2011, Part 2 Participating local government price mitigation documents.
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of final price paths will have implications for tariff reform and Unitywater will consider future pricing
implications and tariff reform in consultation with relevant stakeholders.

1.13. EMERGING CAPABILITIES AND INFORMATION CONSTRAINTS

When Unitywater was formed in November 2009 and subsequently assumed ownership and
responsibility for water and sewerage assets from 1 July 2010, the change created opportunities to
adopt new management practices to: innovate; refine business processes, systems, improve
operational performance; and invest to meet stricter environmental controls on wastewater releases,
customer growth and service standards.

Unitywater is addressing these matters as well as concurrent legacy issues associated with under
investment in assets, tariff structures, systems, processes and supplier contracts received from
Participating Councils.

Unitywater, through its gateway expenditure approval processes, continues to challenge and assess
the prudency, efficiency and delivery of expenditure to maintain the existing network and to meet
network demands from customer growth, service standards or environmental requirements.

In its first year of operations Unitywater enjoyed early success in deferring and reducing capital and
operating expenditure. Unitywater is currently developing its Netserv Plan®® and that process has
provided a framework for the business to continue to find innovative ways to address network
constraints, environmental issues and customer growth.

Within Unitywater, many systems and processes that would be typical of an established business are
under development or have been introduced but require time and data before benefits can be
realised.

For example, Unitywater has commissioned phase 1 of CAMS that will better inform capital
expenditure planning and maintenance. One of the benefits of this undertaking is reduction in
unplanned asset outages, resulting from enhanced ability to analyse condition and performance data.
Another benefit will be improved planning to carry out preventative asset maintenance prior to asset
failure or to lengthen asset lives in service.

Unitywater’s forecasts in this submission are based on best estimates; however they are likely to
change as Unitywater gains operational experience and familiarity with performance and condition of
its assets in service.

'® NetServ Plan is the new Water Network Service Plan introduced by the Queensland Water Commission which each of the distributor-
retailers in SEQ must prepare by 1 July 2013 covering their water and wastewater services. The NetServ Plan brings together, or replaces
requirements under the Sustainable Planning Act, the Water Supply (Safety and Reliability) Act and the Environmental Protection Policy
(Water). The Queensland Water Commission has the power to make guidelines for the preparation of a NetServ Plan and for the content of
a NetServ Plan (including matters required to be included in a plan required under the Water Supply (Safety and Reliability) Act).
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2. PRINCIPLES AND ASSUMPTIONS

This section sets out the principles and assumptions used in compiling this submission and in
populating the information requirement templates.

2.1. PRINCIPLES

Information provided by Unitywater reflects the substance of each transaction in order to disclose a
complete and accurate picture of events with best available estimates at the time of preparing this
submission.

Historical information provided for 2009-10 is consistent with council records to the extent information
was made available to Unitywater. Forecast information for 2011-12 is based on Unitywater’s quarter
three estimates and information for 2012-13 is consistent with Unitywater’'s Board approved budget.

Information provided in the completed templates is at a disaggregated level and detailed models have
been developed to facilitate cost allocation between regions and services. Revenue and asset
information has also been disaggregated.

Diagram 8 (below) sets out how Unitywater has disaggregated costs as required by the QCA. The
forecast data underlying each service is collated at a cost centre, project code and natural account
level.

Diagram 8 Disaggregation of information

Entity Unitywater

Sunshine
Geograph Moreton Ba
graphy y Coast
Service Water Sewerage
Aggregate
non-
Other C regulated
- Drinking er Lore Sewage services
Sub-services g Tr w ) .
Water SWa_ter transportation ade Waste plneluding
ervices aboratories an
(including recycled and treatment private works)
water) services




22

Interim Price Monitoring Submission —2012-13

The precise application of the above disaggregation for costs, assets and revenues, together with any
specific information constraints or assumptions, are set out in the following sections of this report or
documented within the populated templates or supporting work papers.

2.2. BUDGET ASSUMPTIONS

Unitywater constructed its 2012-13 budget based on a combined methodology of: zero based costs,
and historic values escalated for growth and cost, and any known scope changes.

Table 2 (below) provides a summary of the budget approach for key revenue and cost items.

Table 2 Budget Methodology

ELEMENT ZERO BASED  HISTORICAL/EXTRAPOLATED
Revenue

Utility Revenue a

Fees and Charges (including trade waste) 0

Other Revenue Q

Capital Revenue a

Operating Costs

Bulk water costs 0

Retail operating costs @

Corporate costs @

Distribution operating costs:

- Employee expenses @

- Electricity costs a

- Chemical costs a
- Contractor expenses @ 0
- Materials and services 9 Q
- Licence or regulatory fees® 9

- Indirect taxes a

Capital Expenditure @

% Regulatory fees are as per notice from the QCA and have increased by 5.8%, well in excess of the CPI price cap.
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Unitywater developed its chart of accounts to facilitate financial reporting requirements to capture data
for management, regulatory and statutory purposes. This means that the structure aligns with
information requirements for cost categorisation as advised by the QCA in 2011.

The account string used for reporting purposes comprises an organisation unit, project code, activity
and natural account:

e The organisation unit assigns a unique code to various areas of business. Examples of
organisational codes are mechanical services, electrical services, and finance;

e The project code identifies separate capital projects, continuing service delivery projects and
operational projects, preventative or reactive maintenance;

e The activity code allows differentiation of costs based on various activities; and

e Natural accounts are grouped by revenue, expenses, assets, liabilities and participating
council’s contributions in the form of equity and are further categorised as per sub groups and
account types for reporting purposes.

Selection codes are assigned to projects in order to provide the QCA’s activity and service level
reporting. Similarly, cost categories were used to align budget reporting to regulatory classifications
mapped on an individual project and natural account basis.

To promote transparency of disaggregated revenues and costs to the QCA, a copy of Unitywater’s
chart of account structure mapped to regulatory classifications is provided as part of the working
papers in the Revenue and Cost Allocation Model.

The following budget rules were applied in 2012-13:

e All expenses and revenues were budgeted in nominal dollars with separate escalation of cost
increases;

e Price and growth escalation factors were applied according to cost categories on budget
consolidation for forward year projections after adjusting for identified scope changes;

e Capital and operational projects were assumed to have internal labour and material costs
included in the total project cost estimates;

e Labour budgets reflected various working arrangements of employees and included on-costs,
overtime and annualised allowances;

e For retail and corporate business functions, labour establishments were created including staff
costs for employees transferred from the two regional councils. Further refinement of staff
establishments will be required. Changes will occur primarily due to the fluidity of services
provided in-house compared to services provided under service level agreements from the
respective councils. Additional functional realignments will mean that functional reporting and
the organisational structure will evolve as Unitywater gains operational experience and
management focus (refer to as per Program Paramount); and

e The capital budget was originally based on planning databases from the respective council
water businesses with the addition of zero based expenditure estimates for ICT equipment,
plant and fleet, retail billing system etc. Unitywater has since fully planned its system capital
expenditure for 2012-13 and continues to work on longer-term forecasts. As part of
Unitywater’s NetServ plan and continuing development of the capital expenditure gateway
approval process, a fully justified capital forecast will be developed.
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2.3. PRICE ON CARBON - IMPACT EXCLUDED FROM ESTIMATES

The Federal Government’s proposed carbon tax impact on Unitywater, will be to increase the cost of
operations and capital expenditure. At present, the rate and timing of any increases remain uncertain
due primarily to two factors:

e Existing contractual obligations; and

¢ In many instances Unitywater is a terminal user in a value chain, meaning that upstream firms
must first consider the impacts on their products and services and communicate to their
customers (such as those of Unitywater) price rises associated with the carbon tax.

In many cases the products and services on which Unitywater relies are carbon intensive in their
production, such as electricity, chemicals, plastics, cement, steel, aluminium and copper.

As such, forecast prices and revenue from 1 July 2012 are indicative only. Unitywater expects it will
also take some time to understand the full implications of carbon pricing on all its inputs to production.
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3. STATUTORY ACCOUNTS

This section describes Unitywater’s statutory accounting information for 2010-11 and estimated year-
end statutory accounting information for 2011-12, 2012-13, 2013-14 and 2014-15.

Unitywater is currently compiling its financial statements for its second year of operations, being 2011-
12. Unitywater submits Table 3, Table 4 and Table 5 provided in this section, as indicative profit and
loss, balance sheet and cash flow statements prepared from draft results.

3.1. SUMMARY OF STATEMENT OF PROFIT AND LOSS

Table 3 (below) presents summary forecast of the profit and loss statement. Comparisons in
expenditure between 2010-11 and 2011-12 to later years should be made with caution due to
concerns regarding the historical data set and the emerging nature of Unitywater's business.
Operating revenue and expenditures represent Unitywater’s third quarter estimates of full year results,
which in some instances are materially understated, for example capital revenue.

The statutory profit and loss statement presented in Table 3 (below) and provided in template 5.1.1
has been prepared based on the results for 2010-11. The detailed profit and loss statement included
in template 5.1.1 represents the operating revenue and operating expenditure calculated in the Q3
estimates. A balancing adjustment has been included in the template to align these revenues and
expenses to the draft results. All other accounts presented in template 5.1.1 (depreciation, tax and
dividends) have been updated as per the draft results.

Table 3 Summary of profit and loss ($M)

FY2011 | FY2012 | FY2013 FY2014 | FY2015

Revenue $473.7M | $484.9M | $508.6M | $556.6M | $605.8M

Expenditure $212.9M | $237.8M | $263.0M | $296.7M | $330.4M

Earnings aftertax | $ 65.3M | $57.9M | $61.1M | $74.0M | $75.7M

As indicated above Unitywater's 2010-11 accounts achieved earnings after tax of $65.3M and
estimate $57.9M 2011-12. This represents a change in earnings after tax of (11.3)% between the two
periods.
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3.2. SUMMARY OF BALANCE SHEET

Table 4 (below) presents a summary of Unitywater’s balance sheet based on draft results. The figures
presented will be updated when Unitywater’s 2011-12 financial statements have been finalised and
audited.

Table 4 Summary of Balance Sheet ($M)

FY2011 FY2012 FY2013 FY2014 FY2015
Assets $2,894.4M | $2,977.3M | $3,078.8M | $3,312.7M | $3,545.3M
Liabilities | $1,449.0M | $1,519.9M | $1,605.1M | $1,684.2M | $1,749.1M
Equity $1,445.4M | $1,457.4M | $1,473.6M | $1,628.6M | $1,796.2M

The estimates provided illustrate an anticipated increase in equity of 0.8% ($12.0M) from 2010-11 to
2011-12. Total equity is forecast to increase to $1,796.2M in 2014-15.

3.3. SUMMARY OF CASH FLOW

Table 5 (below) presents a summary of Unitywater’s cash flow.

Table 5 Summary cash flow ($M)

FY2011 FY2012 FY2013 FY2014 FY2015

Opening Balance $0.0M | $69.7M | $25.1M | $18.5M | $10.4M
?or)v(verating Cash | ¢155.3M | $189.4M | $224.5M | $183.6M | $214.4M
}%"ﬁsnng Cash | g(162.1)M | $(167.3)M | $(174.1)M | $(149.7)M | $(152.4)M
ﬁérbi‘”"i”g Cash | $76.5M | $(66.9M | S(57.0M | $(41YM | $(6L7)M
Closing Balance $69.7M $25.1M | $18.5M $10.4M $10.7M

The estimates provided illustrate an anticipated decrease in cash available at 30 June 2012 from that
at 30 June 2011 of (64.0)%, being $25.1M. The total cash available is forecast to decrease to $8.0M
in 2014-15.

3.4. REGULATORY ADJUSTMENTS

The regulatory adjustments have been provided to the QCA in the information templates
accompanying this submission.
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4. REVENUE AND PRICING

This section describes Unitywater’s approach to pricing, and revenue.

4.1. PRICING PRINCIPLES
Unitywater has adopted five principles in its interim pricing:

o Price freeze for 2012-13 and cooperatively working with Participant Councils to implement
Price Mitigation Plans and develop Final Price Paths;

e Transition toward standardising services and prices across the Unitywater service region;

e To reform tariffs taking into consideration principles considered by the Productivity
Commission, Regulators, National Water Initiative, and National Competition Policy;

¢ Reduce complexity for customers and developers; and

e To provide returns to Participant Councils, in accordance with the Participation Agreement and
councils Final Price Paths and Price Mitigation Plans.

4.2. MAR UNDER (OVER) RECOVERIES

The pricing in 2010-11, as indicated in the QCA’s final report?, resulted in Unitywater receiving
revenue approximately $20.6M below MAR (water by $13.9M, and sewerage by $6.7M). Actual
results for the 2010-11 confirmed the under recovery and that value is calculated to be $37.6M (water
by $11.3M, and sewerage by $28.0M).

The QCA’s 2011-12 final report?, indicated prices and estimates of Unitywater revenue would be
$56.1M below MAR (water by $43.1M, and sewerage by $13.0M). The actual results for the 2011-12
are not yet available to confirm the estimate.

Unitywater indicated in its previous two IPMS submissions that achieving MAR immediately would
result in significant price shocks to customers. Smoothing price paths over a number of years would
be required to permit time for tariff reform, consultation and standardisation.

Considering an appropriate time period over which to achieve cost reflective pricing, it is important
that the future regulatory framework and pricing principles are developed. At present, the water
regulatory framework in Queensland is uncertain, especially the QCA'’s role as the economic regulator
during the incumbency of Participating Council’s Final Price Paths.

4.3. MAT SCHEME

Unitywater has consistently committed to carrying forward under (over) recoveries between revenue
and MAR on a net present value (NPV) neutral basis for possible future recovery over a timeframe yet
to be determined.

Unitywater proposed a MAT scheme to provide certainty. If Unitywater under recovers, it impacts the
amount of work that Unitywater can undertake and ultimately the returns to Participating Councils.
Moreton Bay and Sunshine Coast Regional Council’s receive returns from Unitywater’s operation; and

% QCA, Final Report SEQ Interim Price Monitoring Part B March 2011 page 226
2 QCA, Final Report SEQ Interim Price Monitoring Part B March 2012 page 363
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those returns contribute toward the quality and availability of social infrastructure in the Sunshine
Coast and Moreton Bay regions.

The purpose of the MAT scheme is to capture and annually index under (over) recoveries from
providing water supply and sewerage services to Moreton Bay and Sunshine Coast customers until
such time as Unitywater’s prices achieve MAR.

The clearing of the under (over) recovery balance may occur through establishing a medium term
price path in consultation with relevant stakeholders. After the balance is cleared, prices will be set to
achieve MAR.

Unitywater submitted as an appendix to its 2011-12 IPMS a paper prepared by Synergies Economic
Consulting on the appropriateness, form and operation of the MAT scheme.

4.4. CONTRIBUTED CASH AND ASSETS — CONTINUE REVENUE OFFSET

Unitywater has retained the revenue offset approach for capital contributions in the form of cash and
gifted assets. Unitywater will continue to review this position as circumstances and discussions
develop.

Unitywater considers there to be several administrative and practical limitations associated with full
asset offset and is assessing options to move towards a partial asset offset approach. For example,
gifted assets might be treated as an asset offset, but not cash contributions.

Unitywater plans to align any move to partial asset offset with tariff reform or pricing adjustments and
minimise unnecessary price fluctuation.

4.5. REGULATORY FRAMEWORK

During the last financial year, the regulatory framework and pricing principles have not progressed.
The Government’s CPI price cap legislation and removal of the QCA’s deterministic regulatory role
from 1 July 2013 has led to uncertainty in terms of approach, principles and parameters regarding
pricing, the form of regulation and tariff reform.

Participating Councils are developing Final Price Paths to 2018 in an environment where the
regulatory framework following the conclusion of interim price monitoring period ceases is unknown.
This leads to high levels of regulatory and financial risk.

The legislated CPI price cap placed greater volume risk on Unitywater. Unitywater cannot control
water demand; particularly without price and tariff reform with prices CPI capped to June 2013 and
with the State Government controlling water conservation measures.

Permanent water conservation measures and policy setting do not reflect economic incentives that
use price to encourage water efficiency and investment in alternatives to address demand or
treatment standards of sewage.

4.6. BILLING SYSTEMS

Unitywater has migrated to a single billing system from the previous two customer billing systems,
one from each of the participating councils.
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The billing engine has transitioned all customers to quarterly billing in arrears for access changes and
water consumption. Rolling meter reads also reduce the processing time between meter read and
accounts being mailed to customers.

4.7.  INITIAL PRICING WORK FOR 2011-12

Consistent with the above stated principles, Unitywater has continued to progress tariff reform, to the
extent possible during the CPI price cap period, and is cognisant of the Participating Councils’ Price
Mitigation Plans and Final Price Paths as they develop over time.

During 2010-11 Unitywater undertook tariff reform across all core services, by announcing water and
sewerage prices for residential customers, had finalised trade waste, recycled water and
miscellaneous fees and charges and was close to finalising non-residential water and sewerage
prices when the State Government legislated the CPI price cap in addition to capping developer
charges. Due to the legislation and constraints of the billing systems of the day, tariff reform was not
completed in 2010-11 but remains a work stream Unitywater will progress over time.

4.8. IMPACT OF STATE GOVERNMENT IMPOSED CPI PRICE CAP

The State Government imposed a CPI price cap on Unitywater's water and sewerage services,
access and water consumption charges for specified customers® groups, excluding the bulk water
pass through, in 2011-12 and 2012-13.

The operation and billing system reality is that Unitywater has had to apply the cap to all water and
sewerage service customers for 2011-12, and limit price increases by less than or equal to 3.6%.%*

Billing system restrictions and the desire to avoid customer confusion meant that Unitywater, in
implementing the CPI cap, also had to defer tariff reform for water and sewerage services, until 2013-
14 at the earliest.

The State Government CPI price cap is legislated to apply in 2011-12 and 2012-13. Unitywater’s
Board decided to freeze the 2012-13 prices at the 2011-12 levels, a decision that has saved the
average customer up to $15 per annum.

During 2011 legislative amendments were introduced requiring Participating Councils to prepare Price
Mitigation Plans that demonstrate how the council intends to mitigate price impacts over the five years
following the end of the State Government CPI price cap to 30 June 2018.

The plans were published in 2011 and the final price paths are due to be published by March 2013.
For the purposes of this submission Unitywater assumed the prices increase by CPI for 2013-14 and
2014-15. This assumption does not prejudice the future decisions of the Councils and does not create
a benchmark or precedent for prices in those years. It is merely a simplifying assumption necessary to
forecast revenue for this 2012-13 IPMS purposes.

Trade waste and recycled water were excluded from the CPI price cap legislation and Unitywater
proceeded with tariff reforms for these services.

% gpecified customers include residential customers and non-residential customers likely to consume less than 100kL of water per annum
and any other customer who passes on charges to either of these groups.
24 CPI increase did not apply to trade waste, recycled water, miscellaneous fees and charges or large business customers
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Recycled water historical prices were inconsistent between the regions and the price levels were well
below even the short term variable costs of supply. During 2010-11 harmonisation between the
regions was achieved and the first year of a three year price path implemented.

In the case of trade waste, progress towards harmonisation and reform is continuing. Planned reforms
involve clear separation of three principle components of permit fees, volumetric charges and strength
charges.

4.9. REVENUE FOR EACH SERVICE BY REGION

Unitywater’s second quarter year end forecasts were used for 2011-12. For 2012-13 to 2014-15
forecasts have been obtained by applying the prices adopted and the quantities as outlined in Section
6 Demand.

The majority of this revenue for the core services is utility revenue the remainder is revenue from
miscellaneous fees and charges. Revenue is used to offset the MAR before the setting of prices.

All revenue from non-regulated services relates to fees and charges. Table 6 (below) shows the level
of revenue from each service for Moreton Bay and Table 7 (below) for Sunshine Coast.

Table 6 Moreton Bay revenue by service

Services ($M) FY2011 | FY2012 FY2013 FY2014 FY2015
Drinking Water 91.6 112.9 122.2 138.5 156.9
Other Core Water 10.3 8.9 10.6 11.2 11.8
Sewage via Sewer 108.4 115.3 116.9 125.5 134.7
Trade Waste 1.2 1.6 14 15 1.6
Non Regulated 3.5 2.6 2.5 2.7 2.8
Revenue from Services 214.9 241.3 253.6 279.3 307.8

Note: Other core water services include provision of recycled water with the majority of the revenue from a contract with one commercial
entity for the Murrumba Downs Recycled Water Plant.

Table 7 Sunshine Coast revenue by service

Services ($M) FY2011 | Fy2012 FY2013 FY2014 FY2015
Drinking Water 67.2 83.7 96.9 112.2 124.8
Other Core Water 2.4 24 2.3 24 2.5
Sewage via Sewer 85.1 84.1 86.3 93.4 101.2
Trade Waste 1.4 1.3 1.8 1.9 2.0
Non Regulated 1.8 2.9 2.4 2.6 2.7
Revenue from Services 157.9 174.5 189.6 212.5 233.2

Note: all values are in nominal dollars.



31

Interim Price Monitoring Submission —2012-13

Table 8 Reasons for increasing forecast revenue

Rises in revenue are due to passing through increases in bulk water
costs, and some volume growth associated with population increases
Drinking Water and development. The increasing revenue is also a function of additional
capital expenditure required to augment inherited assets to meet licence
conditions and growth.

Rises in revenue are a function of additional capital expenditure required
Sewage via Sewer to augment inherited assets to meet licence conditions and growth in
development and population.

Fluctuation predominantly reflects contractual arrangements for
Other Core Water Murrumba AWTP. Other recycled water revenue may increase as prices
become more cost reflective.

Increases relates to growth in trade waste customers and tariff reform of

Trade Waste strength and volume charges.

Revenue from non-regulated activities are detailed in the completed QCA templates. Non-regulated
services for 2012-13 are covered in more detail in section 14.

Unitywater has completed templates for 2012-13 for major revenue items within utility charges (e.g.
water access), fees and charges (e.g. connection fees) and other revenue specified. Where possible
the quantity and average price are provided.

Minor items are grouped together (e.g. other fees and charges due to the large number of low volume
fees and charges), these reflect a relatively small proportion of total revenue.

4.10. CLASSIFICATION BY CUSTOMER GROUP

Due to data limitations, Unitywater used the percentage of residential and non-residential customer
revenue for both water and sewerage to calculate utility charge revenue.

The only commercially negotiated agreements are in relation to recycled water. Information on the
disaggregation of other revenue between categories is unavailable and has been aggregated into the
‘other revenue’ category.

4.11. FORECAST REVENUE COMPARED AGAINST MAR

Unitywater in its pricing for 2012-13 froze prices and did not increase by the permitted CPI, this saved
customers up to $15 per annum. For 2011-12 the prices were limited in accordance with the State
Government imposed CPI price cap.

Prices for 2013-14 and beyond will be strongly influenced by Participating Council Final Price Paths
and Price Mitigation plans and tariff reform.

Under recovery in 2012-13 has been estimated and for the purpose of the MAT scheme may be
included in future price setting formulas. Under-recovery for water supply is shown in Diagram 9
(overleaf), and sewerage services are shown in Diagram 10 (overleaf).
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Diagram 9 Water supply — revenue compared to MAR during Interim Price Monitoring

MAR
FY2012 FY2013 FY2014
5 2% 12.5%
$241.6M $254.1M $285.9M
REVENUE
FY2012 FY2013 FY2014
UNDER-
RECOVERY FY2012 FY2013 FY2014
$11.5 $1.4M
$(33.7)M $(22.2)M $(20.8)M

Diagram 10 Sewerage services —revenue compared to MAR during Interim Price Monitoring

MAR
FY2012 FY2013 FY2014
(2.2) % (10.2)%
$236.6M $231.3M $254.8M
REVENUE
FY2012 FY2013 FY2014
$202.3M ‘ $206.3M ‘ $217.6M
UNDER-
RECOVERY FY2012 FY2013 FY2013
$9.3M $12.2
$(34.3)M $(25.0)M $(37.2)M

Under-recovery demonstrates Unitywater’s prices have been inadequate to cover costs of providing
water supply and sewerage services. Cumulative under-recovery of MAR over the interim price
monitoring period is estimated to be $117.0M.
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The QCA has already assessed Unitywater under recovered 2010-11 MAR by $20.6M, and in 2011-
12 MAR by $34.3M. Future under recovery of MAR will be highly dependent on Participating Councils
Final Price Paths and forecasts to 2015 in this submission are indicative only.

Unitywater will continue to operate its MAT scheme and record and carry forward MAR under (over)
recoveries for possible inclusion in future periods. Unitywater recognises that this will be subject to
local government Price Mitigation Plans and Final price Paths.

4.12. SIDE CONSTRAINTS

Side constraints describe a method to limit the size of annual price changes and thereby reduce price
volatility. In general they are symmetrical in operation and smooth the annual price impact of adverse
or beneficial events. Unitywater is also subject to the State Government’s changes to the Sustainable
Planning (Housing Affordability and Infrastructure Charges Reform) Amendment Act 2011, this has
impacted the levels of capital revenue and is discussed further in Section 9.

While this is not considered a side constraint this has increased pressure on utility charges to fund the
infrastructure necessary to deliver water and sewerage services.

Diagram 11 illustrates the time period over which the MAT scheme is intended to operate and the
current and future side constraints on Unitywater’s tariff pricing. Firstly the CPI price cap, followed by
the local government PMPs and ultimately a side constraint that Unitywater may define which may
reflect the MAT Scheme tolerance limits.

The side constraints are as follows:

e CPI price cap on distributor-retailer charges in operation until 30 June 2013. Note Unitywater
Board froze prices in 2012-13 and did not increase water supply or sewerage services by the
permitted CPI saving customers up to $15 per annum;

e The local government PMPs to be published by 1 March 2013 and in operation until 30 June
2018; and

e Unitywater may propose a side constraint (yet to be determined) in consultation with the
applicable regulator, at that time.
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Diagram 11 Unitywater side constraints current and foreseeable

MATS period the scheme s intended to be in place before a standard unders or overs
accountisimplemented

Side constraint 1 Side constraint 2 Side constraint 3

Price Mitigation Plans Uncertain and developing
(PMP9 from
01/07/2013- 30/06/2018 01/07/2018

CPIPrice Cap
01/07/2011- 30/06/2013

MAT Scheme indexation MAT Scheme indexation
MAT Scheme Indexation factor either CPI or factor either CPI or
Factor= CPI WACC to be WACC to be
advised advised

4.12.1. CPI PRICE CAP EXCLUDES STATE GOVERNMENT BULK WATER CHARGES

The State Government legislation enacted in June 2011,% introduced a side constraint in the form of
a CPI*® cap on SEQ distributor-retailer water and sewerage services charges supplied to specified
residential and small business customers in 2011-12 and 2012-13.

For 2011-12 the result was a CPI cap increase of 3.6% for Unitywater’s fixed water and sewerage
access charges and water usage charges. The State Government’s CPI price cap does not apply to
bulk water charges. The bulk water charge increased by 16.5% in Moreton Bay and 25.2% on the
Sunshine Coast for 2011-12.

For 2012-13 the permitted CPI cap increase was 1.3% for Unitywater’s fixed water and sewerage
access charges and water usage charges. Unitywater did not apply the CPI price increase and
instead froze prices at the 2011-12 prices. Again the State Government's CPI price cap does not
apply to bulk water charges which for residential increased by 14.0% in Moreton Bay and 20.1% on
the Sunshine Coast for 2012-13.

Unitywater applied the CPI price cap in 2011-12 and the price freeze in 2012-13 to all customers
irrespective of volume usage, and did not separate customers by the State Government definition of
specified customers based on usage of 100kL of drinking water per year.

The State Government legislation required the CPI side constraint not to be affected by any rebate or
subsidy changes in a local government area for 2011-12 or 2012-13. Moreton Bay Regional Council is
committed to continue its water rebate to customers and is the only council in SEQ that provides
water subsidies to its ratepayers.

The State Government’s decision to cap Unitywater’s price rises at CPI does not negate the need for
immediate and significant investment in critical capital works in Moreton Bay and Sunshine Coast

% Fairer water prices for SEQ Amendment Bill 2011, Subdivision 2 Caps
% CPI is defined as March-to-March Brisbane CPI
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regions. Unitywater will continue to invest in essential infrastructure and determine a price path to
recover the costs over future periods in consultation with Participating Councils.

4.13. PRICE MITIGATION PLANS

The State Government legislation in June 20117, introduced a side constraint in the form of PMPs
that detail how the local government proposes to mitigate the impact on customers for relevant
charges after the CPI price cap period ends on 30 June 2013.

The legislation requires an initial PMP published by 1 September 2011, and a final PMP by 1 March
2013. The final PMP is required to provide the final price path for water supply and sewage collection,
transport and treatment services provided by the distributor-retailer for the period from 1 July 2013 to
30 June 2018.

There are obligations placed on the Participating Council to provide a copy of its Price Mitigation Plan
and Final Price Paths to the Minister and to publish a copy on the local government’s website; in a
newspaper circulating in its local government area; and ensure a copy of the plan is available for
inspection at the public offices of the Participating Council.

Price Mitigation Plans are not limited in terms of flexibility but they must include:

e The final price path for the introduction of increases in charges that moderates the impact of
these increases on customers;

e The policies the Participating Council intends to adopt to help particular customers;
¢ How the community will be kept informed about the increases;

e The extent to which Unitywater's profits paid to Participating Councils are applied to provide
subsidies or rebates to users of water supply or sewage collection, transport or treatment
services.

Final price paths are to be published by 1 March 2013 and must state graduated price increases for
charges during the period that moderate the effect of the increases on customers. Unitywater must
take all reasonable steps to ensure it implements the final price paths.

4.13.1. FUTURE PRICING

Unitywater will consider the necessity for additional side constraints for the period after 1 July 2018.
Consideration will take into account tariff reform progress, outcomes of the previous two side
constraints and the applicable regulatory framework at that time.

In general terms, it is Unitywater’s view that detailing a side constraint necessitates addressing any
MAR under-recovery either through:

e An under-recovery mechanism with tolerance limits that may reflect regulatory precedent
applied by the QCA; and/or

e Community service obligation payment or alternative financial arrangement.

' Fairer water prices for SEQ Amendment Bill 2011, Part 2 Participating local government price mitigation documents
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5. SERVICE STANDARDS

This section sets out Unitywater’s current published service standards and the past service standards
approved by the regulator.

5.1. DEFINITIONAL ISSUES

Unitywater is required to provide details relevant to each deemed category and customer group in
terms of the information for deemed categories. This section provides details of aligned service
standards, and presents those service standards as provided to customers.

In terms of customer groups, generally the same service standards apply across all customer groups.
The QCA’s definition of customer group includes customers with commercially negotiated
arrangements or where customers’ prices are not included in the entity’s pricing schedule. Unitywater
does not have separate contractual arrangements with customers in relation to these activities and
core services, although it does have customer-specific arrangements for trade waste in some
instances.

Tradewaste agreements are effectively an approval to discharge into the sewer network, and are
condition based depending on the types of discharge (strength, toxicity and volume). Service
standards relate to the acceptable quality and quantities/flow rates. This information return does not
set out the details of each agreement.

Unitywater has one contract in relation to the supply of recycled water to a commercial customer
(classified as other core services). This contract sets specific service standards to the recycled water
plant and does not have implications beyond that asset to the remaining customer base or other
recycled water customers.

Unitywater does not have, nor intends to have, formal service standards in relation to unregulated
services, although laboratory services must comply with the standards required by the National
Accreditation Test Association (NATA).

The QCA’s guideline for templates states that the QCA has not predetermined service standards and
that entities should provide information about the service standards that are approved by other
agencies or otherwise required by councils. Accordingly, the scope of service standards considered in
this section relates to:

e The Customer Service Standards (CSS) required under the Water Supply (Safety and
Reliability) Act;

e Those expressed in Strategic Asset Management Plans (currently SAMPs and TMPs but soon
to be the Netserv Plan which is currently being drafted); and

e The Customer Code issued by the QWC under the requirements of the South-East
Queensland Water (Distribution & Retail Restructuring) Act 2009.

In accordance with Clause 115 of the Water Supply (Safety & Reliability) Act, Unitywater had
responsibility to align and establish CSS across both regions by 1 July 2011. Unitywater has satisfied
that requirement and published the aligned service standards (Customer Charter) on its website and
provided it to customers in both regions. The Customer Charter was provided to the QCA as
Appendix 2 of its 2011-12 price monitoring submission. A copy is available electronically from the
following URL http://unitywater.com/customer-charter.



http://unitywater.com/customer-charter
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Levels of service as defined in the SEQ Water Strategy have been interpreted as out of scope as they
are not controlled by Unitywater, but rather managed by the QWC through its central planning
function.

There are also design standards which aim to generate asset performance outcomes, some of which
relate to service aspects such as supply continuity. These standards were set through codes or
policies under council planning schemes, and include the water and sewerage design manual for
each former council. Subsequent amendments to the SEQ Water Supply (Distribution & Retail
Restructuring) Act 2009 require Unitywater and the other distributor-retailer businesses to collaborate
on the preparation and implementation of a single SEQ Design and Construction Manual to be
adopted before 1 July 2013. However, these are not considered service standards for the purpose of
this information requirement.

Unitywater is also required to provide details of contractual service standards, or changes in
contractual service standards, between the SEQ Water Grid Manager (WGM) and the distributor-
retailer entity. These are addressed in the sections below.

5.2. PAST SERVICE STANDARDS AS APPROVED BY OTHER AGENCIES

Unitywater is required to provide details of service standards for each year from 1 July 2008 to
30 June 2010, as approved by other agencies. The following sections set out the service standards as
applied by each of the two shareholding councils.

5.2.1. SERVICE STANDARDS FOR THE SUNSHINE COAST REGIONAL COUNCIL

Service standards approved by other agencies

Following the amalgamation of the former Noosa, Maroochy and Caloundra councils in March 2008, a
single CSS was approved by the Sunshine Coast Regional Council in February 2009. Sunshine Coast
Regional Council submitted those standards to DERM for approval by March 2009 and DERM
approved the revised CSS in June 2009.

The details of these standards and how they evolved over time are set out in working papers provided
with Unitywater’'s 2010-11 submission and have not been replicated here.

In addition, the Sunshine Coast Regional Council adopted the following as their CSS (these measures
are not included in the SAMP):

e Standard water connection: within 10 working days;
e Standard sewerage connection: within 10 working days;
¢ Repair to water service: 5 working days; and

e Answer to enquiries: promptly.
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SEQ Water Grid Manager contractual service standards

The Grid Market Rules and associated contract between the Sunshine Coast Regional Council and
the WGM set out the requirements for the supply of water into the network. Sunshine Coast Regional
Council was a customer under that contract.

There are a variety of service arrangements set out in the Grid Market Rules and subordinate
documents, including Operating Protocols. Importantly, the Grid Market Rules require various grid
entities to share and consult on their SAMPs.

The Grid Market Rules are public documents and are available from the Queensland Water
Commissions website.

5.2.2. SERVICE STANDARDS FOR THE MORETON BAY REGIONAL COUNCIL
Service standards approved by other agencies

Each of the former councils of Caboolture, Redcliffe and Pine Rivers had a different CSS in place at
March 2008. Moreton Bay Regional Council did not adopt a unified CSS for 2008-09, but continued to
maintain the CSS of the former councils on a district basis. These CSS’ had previously been
approved by DERM.

A single service standard across the region was adopted for 2009-10, and approved by DERM as part
of its approval of the SAMP, on 7 April 2009.

The details of these standards and how they evolved over time are set out in working papers provided
with Unitywater’s 2010-11 submission and have not been replicated here.

SEQ Water Grid Manager contractual service standards

The same arrangements apply with the SEQ WGM as for Sunshine Coast Regional Council described
above.

5.3.  SERVICE STANDARDS FOR 1 JULY 2010 -1 JULY 2011
Service standards approved by other agencies

The legislation for the water reform transitioned the SAMPs and related service standards and CSS
from both councils to Unitywater as at 1 July 2010. Accordingly, these service standards applied from
1 July 2010 until changed in 1 July 2011. The CSS described above continued to apply during this
period in relation to connections, enquiries and repairs.

In respect to complaint handling, the AS ISO 10002-200