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Peter Borrows

Report from the
Chairman and CEO

As the Statutory Autharity for bulk water
supply and catchment management, Seqwater
made good progress this year in helping to
secure sale and reliable water supplies for
South East Queensland.

The 2008-09 year marked the first full year
of operation as Seqwater, following the July
12008 implementation of water industry
reforms under the South East Queensland
Water Restructuring Act 2007.

Without doubt it has been a challenging year,
with extremes in weather and increased
operational demands as Seqwater toak

on new rales and responsibilities, while
investment in large-scale walter supply
infrastructure projects continues.

A series of extreme weather events across the
region during this period has seen a remarkable
turnaround for our storages. In the space of

12 months, we have gone from a position of
preserving bulk waler supplies in extreme
drought conditions, to a situation where storages
are now at levels few would have predicted at
the height of the drought. The year began with
a combined storage capacity at just under 40
percent; it reached 50 percent capacity in late
March, and finished the year at over 76 percent.

CEQ AND CHAIRMAN'S REPORT

While the rain and increase in storage

levels brought welcome relief with many of
Segwater’s dams overflowing in spectacular
fashion, they in fact serve as a reminder of the
challenges associated with more extreme and
unpredictable weather,

An equally challenging and immediate
priority this year has been to bring together
the various water entity assets and staff that
comprise the new Segwater business. Each
of these entities and assets brought their own
technologies, processes and systems. The
integration of people, processes and systems
1s a sizeable undertaking and a critical aspect
of this has been to build greater operational
understanding and capabilities of the expanded
assel base under Seqwater’s control.

Combined with this is a concentrated focus
on workplace health and safety, targeting
identified high risk areas across the business.
A number of preventative programs were
introduced throughout the year, significantly
reducing the lost time injury frequency rate.

A number of major infrastructure projects,
some inherited as part of the reform process
and some new, were undertaken throughout
the year to increase storage capacity,
improve water treatment and deliver water



fluoridation services acress the region. These
incude raising the Hinze Dam wall and the
consiruction of advanced water treatment
facility at the Ewen Maddock Dam an the
Sunshine Coast, Seqwater will continue to
invest in improving the performance and
guality of the region’s water slorage and
treatment facilities as well as preparing for
future demand.

Our investment throughout the year extended
beyond infrastructure to include knowledge,
through science, technology and research.

Seqwater is driven by the principles of
productive catchments and sustainable

water quality. The crganisation affirmed

this commitment by publishing both a
sustainability charter and water quality poticy
throughout the year, as well as undertaking

a number of on the ground activities and
initiatives in ¢onjunction with leading research
partners such as the CS!RO.

A successful program of education and
community engagement was launched
during the year. Focusing on the link between
catchments, storage and treatment as part

of the breader water cycte and built around
tour activities, informative curriculum and
supporting resources and participation at
several major shows and events; the program
continues to grow and be recagnised across
the industry and by the community.

As with ahy new business, there have heen
operational issues, and the fluoride incident at
North Pine provided us with clear insights into
the challenges and responsibitities we face.

This incident was caused by a unique set of
circumstances relating lo equipment and
wperational issues. We acknowledge that
this incident was unacceptable. Appropriate
changes to operaling procedures, physical
assets and control systems and further
training have been implemented to ensure
such incidents are not repeated. Impartantly,
the learning from this experience has

. been incorparated into the roli-out of the
second siage of the South East Queensland
Fluaridation project.

Looking ahead, as we continue to build a
comprehensive understanding of our assets
and operations, and extend collaboration
wilh other Water Grid entities, we will
demaonstrate the value of a regional approach
to owning and operating these assets within
the Seqwater business.

The integration of bulk water supply and
catchment management harnesses skills,
expertise and knowledge in whole-of-
catchment management, supported by
community awareness and the latest science
and research in order to achieve our sirategic
goals of water supply quality and security, and
catchment sustainability.

The benefits of this include improved quality
and guantity of water supply, improved
community cenafidence, increased operational
management and incident respense, and the
ability to anticipate and respond to regional
growth and climate change.

Ultimately, South East Queensland
communities and businesses will gain the
maximum sustainable value from Seqwater’s
natural and built catchment, storage and
water treatment assets and services.

Co £

Peter Barrows
Chief Executive Officer
and on behalf of the Chairman

SQWQ.001.002.0290
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About Seqwater
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ABOUT SEQWATER

Seqwaier provides bulk water storage
and treatment services to the South East
Queensland (SEQ] Water Grid.

Seqwater works collaboratively with a number
of other water entities as part of the SEQ
Water Grid - designed to interconnect new and
existing water sources across the region and

secure our water supply now and for the future.

The formation of Seqwater as part of the
Government’s reform of water supply
arrangements in South East Queensland
created an oppartunity to take an integrated
approach to catchment-sourced water
management acrass the region.

This approach witl help ensure the long-term
security and sustainability of our region’s
catchment-based water supply.

With further transfers and acquisitions
thraughout 2008-0%, Segqwater now owns,
manages and operate physical assets with an
estimated value of $2.43 billion.

Seqwater has responsibility for managing
25 dams and 47 weirs acrass South East
Queensland. including Wivenhoe, Somersel
and Narth Pine Dams, Hinze Dam on the
Geld Coast and Baroon Packet Dam on the
Sunshine Coast.

In addition to this Seqwater currently manages
46 operational Water Treatment Plant (WTP|
facilities and 14 groundwater bare fields.

Seqwater alss provides essential flood
manitoring services, catchment management
services for landholders, water quality research
and investigation, recreation services, and
irrigation services to around 1,000 rural
customers in five water supply schemes. .

In additien, the organisation is responsible for
a range of new water infrastructure projects
and initiatives, including an Advanced Waler
Treatment Plant [AWTP] on Ewen Maddock
Dam on the Sunshine Coast, raising ihe dam
wall to increase the capacity of the Hinze Dam
on the Gold Coast, and the fluaridation of the
region’s drinking water supply.

In delivering these services, Seqwater seeks
to maintain productive relationships with
government agencies, research erganisations,
{andholders and the community.
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Seqwater provides bulk water storage

and treatment services to the SEQ

Water Grid. Seqwater owns, manages

and operates physical assets with an
estimated value of $2.43 billion.
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The South East.QUeensland
(SEQ) Water Grid

Seqwater is a partner in the new SEQ Water
Grid, which brings together diversified water
supplies, distribution metheds and water
industry entities te diversify and interconnect
new and existing water sources across the
region,

Seqwater works in close collaberation with
other grid members ta secure the region’s
water supply now and for the future.

In addition to Seqwater, the other members of
the SEQ Water Grid are:

“»  WaterSecure {Queensland Manufactured
Water Authority] wheo supply water from
the Tugun Desatination Plant and the
Western Corridor Water Recycled Water
Praject to the SEQ Water Grid Manager,
power stations and potentially into
Wivenhoe Dam,

< LinkWater [Queensland Butk Water
Transport Autherity] who maove treated
water supplies from beth Seqwater and
WaterSecure through the bulk pipeline

networks that make up the SEQ Water Grid.

THE S0UTK EAST QUEENSLAND (SEQ} WATER GRID

2> The SEQ Water Grid Manager (SEQWGM|
who oversee the flow of water around the
Grid on a conlractual basis and by issuing
instructions to the other Grid partners.
The SEQWGM purchases bulk water and
waler transport services and sells treated
water to existing Local Government owned
water businesses and Councils,

Itis intended [hat from July 2010 three
water distribution and retail businesses
will commence operations, completing the
second phase of the Grid.

These new Grid entities will be formed
around three geographical areas comprising
the Sunshine Ceast and Moreton Bay;
Brishane, Scenic Rim, Ipswich, Somerset and
Lockyer Valley: and Redlands, Logan and the
Gold Coast.
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SOUTH EAST QUEENSLAND WATER GRID

Moving water to where it is needed most
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" Increasing our knowledge
of assets, land ownership
and operations.”

The year in review
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" THE YEAR IN REVIEW

The 2008-09 reporting year represented an
establishment year for Seqwater, Activity

centred an bringing together the people and

developing the necessary processes and
systerns to ferm a cohesive organisation

focused on working collaboratively with other

SEQ Water Grid partners to improve water
delivery to the community.

Highlights and achievements include:

~» Supplying treated water {o the SEQ Water

Grid from day one, 1 July 2008, when

water indusiry reforms came into effect.

In total, Seqwalter supplied 250,700

rmegalitres of treated water io the Grid

during 2008-09.

- Increasing our knowledge of assets, land

ownership and operations.

= Delivering immediate impravernents
and upgrades tc a number of
infrastructure assets.

Developing and irmptementing a wide
range of planning frameworks including
a five year Slrategic Plan and annual
Operational Plan. Other planning activity
included developing 20 Hazard Analysis
and Critical Control Point (HACCPI
plans and range of Strategic Assel
Management Plans [SAMP), Standard
Operating Procedures [SOP] and
Operations & Maintenance (0&M] plans.

Establishing an incident management
focus and implementing an organisational
Emergency Response Plan [ERP] and
incident managerment procedures.

Sharpening our facus on safety, supported
by the development of 45 Workplace
Health and Safety [WHS| procedures.

Taking positive steps to managing
strateqgic risk by developing an enterprise
risk register and undertaking a program
of operational risk review which saw 25
assessmeants cenducted acrass both
catchmenls and WTP assets,



Managing the ongoing transfer of water
related assets from 15 organisations as
well as the transfer of 1363 freehold and
non-freehold titles, 430 easements and
a range of envirenmental and dangerous
goods licenses.

Recruiting over 100 people and establishing
a geographically diverse presence,
including opening a new office serving
rural irrigator customers at Karalee.

Significantly improving processes and
information flows by launching the first
stage of a new Corporate Infarmation
System [CIS].

Delivering key infrastructure projects
including the construction of the Ewen
Maddack AWTP and Stage 1 of the SEQ
fluoridation program

Conducting a review of recreational
achities in consultation with over 80 clubs,
sporting bodies and associations, and local
and state government authonties.

Meeting all stakeholder and regulatory
reporting obligations as a newly
created entity.

SQWQ.001.002.0296

- Developing a new brand and visual
identity as the Statutary Authority
responsible for the catchment, storage
and treatment of the region’s natural
water supply.

= Developing a successful program of
education and community engagement,
built around educational tours at a number
of established learning centre locations.

< Managing the completion of the South
East Queensland Business Water
Efficiency Program (BWEP).

Looking ahead to 2009-10

Seqwater will centinue to focus on efficiently
managing the region’s catchments, storages
and treatment facilities to ensure the supply
of quality water to the SEQ Water Grid and
onta the community, while creating a firm
foundation for longer-term strategic goals and
catchment sustainability.

LY AUTHORITY [ABWSA] TRADING AS SEQWATER ANNUAL REPORT 2008/09
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Vision and mission

Yision Mission
Water for Llite - vibrant, sustainable and Seqwater provides innovative and efficient
optimistic urban and rural communities management of both natural and built

. and businesses. catchments, water slerages, and treatment

services 1o ensure the quantity and quality of
water supplies.

Seqwater will achieve this mission by working with partners and stakeholders across governmend,
the water industry and community, lo furlher develop and apply specialist knowledge and skills in
water sourcing, storage, supply and treatment.

Sustainabte catchments

Catchments, by strategic definition, are the combined natural and built infrastructure needed to
saurce, store and supply waler to meel the quality and reliability needs of our customers.

| SOURCING | STORING | suepvine |

TREATING

Catchments are complex systems. Their productivity is subject te changes in weather patierns,
environmental impact, community values, regulation and economic demands.

Seqwater's approach to business is to put into practice the know-how and lechnologies needed to
gain the maxirnum sustainable value from these complex systems.

10 VISION AND MISSION
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Vision

Water for life - vibrant, sustainable and f’

urban and rural cong : - : #®

_»

Mission .
Segwater prnvai . innovative and efficient

b .

management of both natural and buill chments,

water storages, and treatment services to ensure the

quantity and quality of water supplies.
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CATCH

We catch the rain falling
across more than 1.2 million hectares of
catchments and rivers flowing into our dams,

aquifers and off-stream storages.




Strategic goals and performance

Seqwater is committed tc ensuring the reliability and guality of the region’s catchment based
water supply.

Seqwater’s five strategic goals for 2008-09 are described below.

Wai.t’éf:s"tér-a'g'e,-t}eatrhentandsubply":-;-—'-" T L K I

In parlnership with other grid entities, Seqwater will provide urban consumers with
water treated to meet or exceed the Australian Drinking Water Guidelines [ADWG) as
required by regulation, contracts and best practice. Seqwater will provide efficient
waler and support services Lo rurat consumers to help support sustamable practices,
viable enterprises and vibrant rural communities.

T ey A a3 mE T
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In order to ensure the current and future viability of the primary drinking water
sources of South East Queensland, Seqwater will effectively research and manage
the water catchments to deliver safe and reliable water supplies while:

- fostering productive practices
= providing places of recreation

= improving amenity for the people of South East Queensland.

-
-
<
o
o
™~
-l
!
o
o
E!J_Et‘er-ﬁélu!t'lon:"‘ ) N ‘ N - J
e . IR 22 M * - - . i o ) }
PR Seqwater will provide sustainable solutions for the water business as well as
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investigate growth opportunities in the broader industry in both the naturat
environment and the buill urban catchment. Seqwater will face the carbon challenge
by reducing the envirenmentat impact of our operations and investigate the scientific
and commercial use of calchmenls as carbon sinks, and the entity's potential for
hydro electricity generatien and other renewable energy opportunities.

r‘g.aki_a_ir_c)n'lni;elj{i_mgag'emm':ta,misul:up'm:t ' : o i

T

Seqwater will adept an integrated approach to stakeholder engagement to develop
a successful brand and reputation that is widely recognised and respected by
government, industry and the community.

e e Nl y e ——— :
‘ Performance excellence Ty Ll S _— .r]

Seqwater will apply standards of governance, risk management and financial
praclices to assure our sustainahility. We will attract, develop, equip and retain people
with the right skills, energy and motivation.

GUEENSLAND BULK WATER SUPPLY AUTHORITY (QBWSA| TRADING AS SEQWATER ANNUAL REPORT 2008/09
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We store this water in 25 dams

across the region before

releasing it for treatment
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Key Performance Indicator summary

As part of the 2008-09 Operatienal Plan, Seqwater monitored progress and measured
performance against these strategic goals on a quarterly basis through 12 Key Performance
Indicators {KPIs).

In summary. of these 12 goal indicators, 10 were either met or substantially met. The remaining
twe were reported as not met due to the impact of external factars or internal decisions.

Specifically, changes to the stakeholder landscape in early 2009 and a subsequent decision not to
undertake a survey as measure of stakeholder relationships and reputation was made.

No material breach of the Market Rules
{as advised by the QWC].

Qualification / certification -
WH&S audit level

v Goal targets reported as met or substantisily met

*

Goal targets reported as not met

Water quality tests perfoermed by Segqwater, as per the KP! measurement, achieved the stated

100% compliance with national v
perfarmance indicators®.
95% compliance with Grid contract.
infrastructure condition and Internal planning assessment plus gap
capacity between 5-year performance targels and v
infrastructure capacity.
Water quality in storages and Audit of risk management plans and
delivery channels their application in response to water v
guality events.
Natural catchment condition Audit of catchments incorporating a
Seqwater scorecard [similar o the v
Healthy Waterways reporl card|.
Extent and diversity of Financial vatue plus gualitative
business growth. assessment ol environmental and v
sociat value,
Future business readiness. Numbar, type, cost and petential value of v
R&D initiatives
Stakehalder engagement Survey of key stakeholders.
and satisfaction -
Seqwater's reputation Survey of key stakeholders. _
Financial Performance Gevernance and financial compliance e
Governance and financial standing  As per the Operational Plan v
Staff performance and satisfaction % of identified targets achieved
Staff satisfaction survey v
'njury management process
Staff capabilities Extent of achievemnent of HR plan initiatives
v

resuit. Seqwater does recognise that an elevated fluoride test was undertaken by fellow
water entity Linkwater in relation to North Pine, and as a result this KPl was reported as

substantially met.

QUEENSLAND BULK WATER SUPPLY AUTHORITY {QBWSA] TRADING AS SEQWATER ANNUAL REPORT 2008/09 15
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We treat this water at 47 water treatment plants,
using some of the most advanced
technologies available.
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Summary of

financial information 2008-09
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Total sales revenue

$309.3 million

Net profit [before tax)

$2.2 million

Net loss [after tax]

$0.1 million ($100K]

Key financial ratios

Return on assets [before tax|

0.08%

Return on assets after tax)

0

Interest coverage

2 times (1.998]

Debt / total assets

78.8%

QUEENSLAND BULK WATER SUPPLY AUTHORITY [ABWSA] TRADING AS SEQWATER ANNUAL REPORT 2008/09
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Summary of major assets

Dams

Water storage is @ major and critical part

of Seqwater’s business. While the primary
purpose of these gams is to provide a safe and
sustainable water supply, many also play an
equally important role to manage and mitigate
major flood events.

The region’s main dams are Somerset

Darn, Wivenhoe Dam and Nerth Pine Dam,
supplying the majority of the Brisbane area’s
drinking water; Hinze Dam in the Gold Coast
hinterland, and Barean Packet Dam near
Maleny on the Sunshine Coast.

Seqwalter also owns and manages Atkinson
Darn, Bill Gunn Dam, Borumba Dam, Cedar
Pocket Dam, Clarendon Dam, Cooloolabin
Dam, Enoggera Dam, Ewen Maddock Dam,
Gold Creek Dam, Lake Manchester Dam,
Little Nerang Dam, Sideling Creek Dam
[Lake Kurwongbahl. Six Mile Creek Dam
[Lake MacDonaldl, Leslie Harrisen Dam,
Maroon Dam, Moogerah Dam, Poona Oam
and Wappa Dam.

SUMMARY OF MAJOR ASSESTS

Water Treatment Plants

Seqwater’s main WTP facilities across the
South East Queensland region include
Molendinar and Mudgeeraba tocated on the
Gold Coast; Mt Crosby Eastbank and Westbank,
and North Pine in Greater Brisbane; and
Landers Shule. located near Patmwoods on the
Sunshine Coast.

Water treatment also takes place at a number
of smaller facilities listed as follows.

=2 Amity Point WTP,
North Stradbroke Island

Algester WTP

Banksia Beach WTP, Bribie Island
Beaudesert WTP

Boonah-Kalbah WTP, Kalbar
Bribie Island WIP, Woorim
Caboolture WTP

Canungra WP

Capataba WTP

Chandler WTP

Dayboro WTP, Samsonvale

LR IR T U T T T

Dunwich WTP, Stradbroke Island
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- Enoggera WTP, The Gap = Point Lookout WTP
North St 0 z
3  Esk Water WTP arth Stradbroke Island
Ratt WTP
2> Forest Lake WTP 2 aihdowmey
Ru nWTP
< Helen Street WTP, Beaudesert e
. 5 Image FLatWTP, Nambour Somerset Dam Recreation WTP,
Lake Somerset
2 Jimna WTP
‘ - Somerset Dam Township WTP,
2 Kenilworth WTP Lake Somerset
2> Kilcoy WTP = South Maclean WTP
< HKooralbyn WTP = Sunnybank WTP
=< Linville WTP = Warrill Valley Moogerah Dam WTP, Boonah
- Logan Maroon Dam WTP, Maroon Dam 2 Woodford WTP
- Lower Lockyer Atkinson Dam WTP In addition to these WTPs, Seqwater will
construct and operate the Wyaralong Dam
d WTP
¥ WTP when the Wyaralong Dam is completed.
2> Maleny WTP
Effective treatment ensures the water the
< Mary Valley - Borumba Downs WTP community receives meets standards set by the
Australian Drinking Water Guidelines (ADWG]
- Noosa WTP, Cooroy
= North Stradbroke Island WTP, Minjerriba,
North Stradbroke Island
=2 Petrie WTP

QUEENSLAND BULK WATER SUPPLY AUTHQRITY [QBWSA) TRADING AS SEQWATER ANNUAL REPORT 2008/09 19
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Governance
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GOVERMANCE

The Queensland Bulk Water Supply
Authority (QBWSA), trading as Seqwater
is a Statutory Authority and was created
under the South East Queenstand Water
[Restructuringl Act 2007.

Organisational structure

Seqwaler 's leadership structure for 2008-09
comprised a Chief Executive Officer [CEO] and

five Execulive Generat Manager {EGM)] positions.

See opposite page.

Each EGM led 2 distinct business group, the
functions of which are described as foltows.

Operations

The Operations group is responsible for the
management and operation of all dams and
waler treatment plant assels.

Sustainable Water & Asset Delivery

The Sustainable Water and Assel Delivery
group is responsible for land and water
quality, planning and engineering services,
major investment delivery, special projects
and strategic planning and innovalion,

Business and Asset Management

The Business and Asset Management group is
responsible for finance, infermatien technology
and corporate management services as well
as sirategic maintenance and planning, and
renewal and replacement programming.

Corporate and Stakeholder Relations

The Corporate and Stakehotder Retations
group is responsible for the externat relations
and communications, legal, commercial and
economic functions as well as programs
such as the BWEP.

Organisational Development

The Organisational Development group is
responsible for organisational and culture
change, employee relations, enterprise
bargaining, organisational design, leadership
development and team building functions.
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GOVERMANCE

Organisation review

In April 2009 & review of executive roles and
greup functions cemmenced, recognising
that Seqwater was formed by merging the
water related assets and staff of multiple
entities under a transitional framework the
previous year.

The review sought to buitd on the experience
of warking together for several months as well
as align and clarify leadership, responsibility
and reporting in line with the organisalion’s
longer term strategies and ohjectives.

A propesed structure has been appraved
by the Board and Segwater’s responsible
Ministers and will be progressively
implemented in 2009-10.

Executive leadership team

The following executives led Segwater through

" its first year of operaticn.

Peter Borrows
Chief Executive Officer

Peter is Seqwaler's first CEQ and prior to
this was CEO of the South East Queensiand
Water Corporation Limited. Peter has

heald other senior reles including head of
engineering departments at Brisbane and
Ipswich city councils.

Phil Aldridge
EGM Operaticns Group

Phil joined Seqwater irom Aquagen on the
Sunshine Coast where he was the General
Manager responsible for bulk water supply,
treatment and renewable energy generation.

Jim Pruss
EGM Sustainable Water and Asset Delivery

Jim joined Seqwater from the Redlands Shire
Council where he was General Manager Water
and Waste.

SQWQ.001.002.0309

Fiana Roehrs
EGM Carporate and Stakeholder Relations

Fiona joined Seqwater from the South East
Queensland Water Carporation Limited. She
has extensive natfonal and international
experience in the mining sector prior to
working in the water industry.

Bill Andrew
EGM Organisational Development {fram April 200%)

Bill brings considerable experience in
arganisationat and cultural change to his role
as EGM Organisational Development.

Peter Scott
EGM Business and Asset Management
[July 2008 - Jan 2009)

Peter joined Seqwater from Caboclture Water
where he was the General Manager.

John Orange
acling EGM Business and Asset Management Group
{fram March 2009

John joined Seqwater on a short term
contract. John is a consultant and Non
Execulive Director with considerable
experience in general management roles and
in the water sector.

Related entities

The South East Queensland Water Cerparaticn
Limited (SEQWater) became a whally owned
subsidiary of the Queansland Buik Water
Supply Authority (QBEWSA] on 1 February 2008,
The assets, liabilities and staff of SEQWater
were subsequently transferred to QBWSA on

1 July 2008 and the subsidiary entity therefore
did nol trade during the 2G08-09 year.

The Seqwater Board

The Seqwater Board comprises a Chairman
and four Board Members, appointed by cur
responsible Ministers.

The Board is committed to providing effective
governance and strategic direction to ensure
Seqwater’s long term success.



In line with the provisions of the South East
Queensland Water [Restructuring] Act 2007,
Board Members are appointed for a period of
three years.

They also represent the Board of the South
East Queensland Water Corporation Limited
as Directors

Board Members for the 2008/09 reporting year
are outlined as follows.

During the year, Mary Boydell resigned as a
Board Member to become Commissioner,
Queensland Water Commission [QWC]. At

the time of preparing this Annual Report,
Annabelle Chaplain had resigned as Chairman.

The State Government has announced the
appointment of Phil Hennessy as Chairman
and Leith Boully as a Board Member to fill
these vacancies, effective from 1 October 2009.

(Sally) Annabelle Chaplain
BA, MBA, FAICD - Chairman

Appointed as the Chairman of the Board on 4
February 2008, Annabelle has had extensive
experience as a company director and currently
holds a number of directorships including
Downer-Edi Ltd, Canstar Cannex [Aust] Pty
Limited, George Street Finance Pty Limited,
and the Australian Youth Orchestra. She is
Chairman of South East Queensland Water
Corporation Limited and also Chairman

of Honeycombes Property Group Pty Ltd.
Previously, Annabelle has held management

QUEENSLAND BULK WATER SUPPLY AUTHORITY (Q
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positions as Head of Public Sector Client
Management at ABN AMRO, Director
Corporate and Project Finance at AIDC Limited
and Vice President for Citibank Limited

Leeanne Bond

Leeanne Kay Bond
BE (Chem), MBA, FIEAust, RPEQ, GAICD
- Board Member

Appointed as a Member of the Board on 4
February 2008, Leeanne is a chemical engineer
with experience across the hydrocarbons,
minerals processing, infrastructure, water and
power industry sectors. Leeanne is currently

a Directer of South East Queensland Water
Corporation Limited, Tareng Energy Corporation
[a government owned power generator| and
consults to industry through her company
Breakthrough Energy Pty Ltd. She is a former
Chairman of the Brisbane Water Advisory
Board for the Brisbane City Council, Deputy
Chairpersan of the Board of Professional
Engineers in Queensland, President of
Engineers Australia (Queensland Division] and a
member of the Queensland Government Smart
Women Smart State Taskforce.

Mary Stuart Boydell
B.Comm., FCA, MAICD - Board Member
(resigned 18 June 2009|

Appointed as a Member of the Board on 4
February 2008, Ms Boydell is a Chartered
Accountant with over thirty years experience
in professional services firms and business.
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Currently, she s Chairperson of Gladstone Area
Water Board, Chairpersaon of Rural Industries
Research and Development Corporation, a
Director of South East Queensland Water
Corporation Limited, a Director of Energex
Limited, a Director of BSES Limited and an
external member of the audit committee of
the Australian Government Department of
Agriculture, Fisheries and Forestry. She is a
former Director of Burnett Water Pty Ltd and
the Australian Trade Commission.

Thomas David Fenwick
BE [HONS), FIE, Aust - Board Member

Appointed as a Member of the Board on 4
February 2008, Thomas is also a Director
of Queensland Water Infrastructure Pty
Ltd, and South East Queensland Water
Corporation Limited, and a Member of the
Dispute Resolution Board for the Gateway
Motorway Upgrade. He is also Managing
Director of a private company. He is a
former Director-General of the Queensland
Department of Natural Resources, and
the Department of Primary Industries.
Among his past appointments has been
as a Commissiener for Queensland on the
Murray Darling Basin Commission.
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From Drought to

Flooding Rains

lan Harley Fraser
BComm, FCA, FAICD - Board Member

Appointed as a Member of the Board on 4
February 2008, |an has over 40 years’ business
experience, particularly as a senior audit and
corporate advisory partner of KPMG. He retired
on 30 June 2004 after 27 years as a partner.

lan is a Director of South East Queensland
Water Corporation Limited, Chairman of RP
Data Ltd and a non-executive director of Wilson
HTM Investment Group Ltd, Diversified Mining
Services Limited and Property [Q NZ Limited.

Responsible Ministers

The State Government has appointed two
Ministers to act as responsible Ministers for
Seqwater.

Prior to the March 2009 state electian they were:
= The Hon. Andrew Fraser MP - Treasurer

= The Hon. Craig Wallace MP - Minister for
Natural Resources and Water and Minister
Assisting the Premier in North Queensland

Following the state election they were:

< The Hon. Andrew Fraser MP - Treasurer
and Minister for Employment and
Economic Development



= The Hon. Stephen Robertson MP -
Minister for Natura! Resources, Mines
and Energy and Minister for Trade

In line with this, Seqwater has corresponding
relationships with the Treasury Department
and the Department of Environment and
Resource Management IDERM], These
relationships cover reparting, aversight and the
regulation of Segwater’'s catchment, storage
and water treatment business activities.

Segwater also has regulatory relationships
with Queensland Health, under the Water
Fluoridation Act 2008, and the Department of
Infrastructure and Planning for the delivery of
major water projects.

Board role

The Board is responsible for the way Seqwater
performs its functions and exercises its
aowers under the South East Queenstand
Waler [Restructuring] Act 2007,

The Beard's role includes:

= Setting the stratgy and direction for
Seqwater, as well providing the governance
framework for the organisation through the
endorsernent of financial, administrative
and operational policies;

- Ensuring Seqwater performs its
functions and exercises its powers in a
proper, effective and efficient way;

> Ensuring strategic and operational
planning objectives are, as far as
practicable, achieved;

= Oversee the identification of Seqwater’s
risks and the processes by which those
risks are managed:

= Being accountable to the responsible
Ministers for Seqwater’s performance; and

2 Reviewing the annual performance of
the CEQ.

Board committees

During 2008-09, the Board continued to be
supported by the Audit Committee and a
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special purpose working group called the
Fluoride Taskforce.

Towards the end of the reporting year, the
Beard farmed a second, special purpese
working group, called the Major Projects
Taskforce, to oversee the implementation of
Seqwater's major warks projects.

Audit Committee

The Audit Committee is responsible for
providing reascnable assurance 1o the

Board that Seqwater’s core business goals
and objectives are being achieved in an
efficient and economical manner, within an
apprapriate framework of internai control and
risk management.

The discharge of this responsibility principalty
involves the consideration and reperting of
audit and audit-related findings, including in
respect of performance management.

The Audit Committee assists the Seqwaler
Board to:

> Assess and conlribute to the audit
planning processes relating to the risks
and threats to Seqwater, taking into
account the financial and aperational
environment in which it operates and its
performance management framewark;

- Assess, oversee and enhance Seqwater’s
corporate governance, including its
systems of internal control;

= Review Seqwater’s financial statements
and the external audit of these
stalements;

> Evaluate the quality and facilitate the
practical discharge cf the internal audit
function particularly in the areas of
planning, monitoring and reporting: and

- Oversee and appraise Seqwaler’s
financial and operational reporting
processes,

The Audit Commuttee comprised lan Fraser
as Chairman, Annabelle Chaplain and Mary
Boydell.

QUEENSLAND BULK WATER SUPPLY AUTHORITY (QBWSA| TRADING AS SEQWATER ANNUAL REPORT 2008/0%
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Flugride Ta.skforce

The Fluoride Taskforce provides strategic advice to the Board in relatian to Seqwater’s obligations
under the Water Fluoridation Act 2008.

The Taskforce's role is toidentify risks to tha successful implementation of the SEQ Fluoridation
Project and to recammend mitigation strategies lo the Board.

The Taskforce reports 10 the Board on the measures and activities being undertaken to comply
with abtigations under the Water Fluoridation Act 2008.

Foliowing the resignation of Mary Boydell [who was Chairman of the Fluoride Taskfercel, the
Fluoride Taskforce functions were merged with the Major Projects Taskiorce and the Fluoride
Taskforce ceased as a working group of the Board.

Major Projects Taskforce

The Major Projects Taskforce provides strategic advice to the Board on the implementalion of
Seqwater's Major Works Projecls.

The Taskforce's role is to review and recommend to the Board the rationale and principles
for the prioritisation of the Capital Works Program as well as identify risks to the successiul
implementation of Seqwater's majer works projects and recommend mitigation stralegies to
the Board.

The Taskforce reports to the Board on the measures and activities being undertaken to comply
with the Authority's ohligalions under the Water Regulation 2002.

As previgusly noted, the functions aof the Major Projects Taskforce were expanded to include
the implementation of the SEQ Flucridation Project and to report to the Board en the measures
and activities being undertaken to comply with the Autherity’s obligations under the Water
Fluoridatian Act 2008.

Board attendance

The Seqwater Board met 15 times during the year. The number of meetings attended by each
Board Member, along with meeting and attendance details of the Audit Committee and the
Fluoride Taskforce, is outlined in the foliowing table.

The Major Projects Taskforce was formed late in the year and no meetings were held during 2008-09.

Total Meetings

A Chaplain 14 [ -
L Bond 14 - -
M Boydell 14 ) 7
| Fraser 14 6 .
T Fenwick 14 - ) -
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Board remuneration

Board Members are paid for their participation on Seqwater’s Board, Committees and Taskforces
and as Directors of SEQWater Corporation. Remuneration is as nominated by Seqwater's
responsible Ministers and outlined in the {ollowing table.

Role per annum
Chairman of the Board $100,000
Board Members $45,000
Chairman of the Audit Committee $7.623
Audit Committee Members ‘ 4,356
Taskforce Chairman $5,445
Taskforce Members $4,356
Chairman of SEQWater Corporation ~ $8,000
Birectors of SEQWater Corparation - $5.500

Seqwater also makes employer contributions to Board Member's nominated superannuation funds.

Further details about the remuneration for each Board Member can found within the notes to the
financial accounts.

Strategic and operational planning

Seqwater’s strategic and operational planning framework integrates the long-term direction-
setting for the orgznisation [the Strategic Plan] with the annual determining of priorities (the
QOperational Plan].

The Strategic Plan outlines Seqwater’s vision and goals for the region, ils water supply and its
catchments. Developed for a five year windaw, the Strategic Plan explatns the organisation’s
strategy and future outcomes in mare detail.

Segwaler's straleqy - excellence in putting into practice sustainable catchment know how for
aur assets - sets a clear direction for our business development and integrates the planning and
service delivery across the organisation.

Developed on an annual basis, the Operatlioﬂal Plan autlines specific key inibiatives and service
delivery through programs of work that maintain long tecm direction while responding te changes
in the business envirenment, The Operationat Plan also aligns the delivery of these key initiatives
and proegrams with budgets and performance targets.

Seqwater reporls on Operational Plan perfsrmance to ils responsible Ministers an a guarterly
basis through the Treasury Department and the Department of Environment and Resource
Management [and prior to March 2009, the Department of Natural Resources and Water).

SQWQ.001.002.0314
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Risk management

The review and management of strategic risk
within Seqwater is undertaken at a Board level.

During the 2008-09 reporting year, significant
work was undertaken to develop reporting
and monitaring tools, including standardised
risk registers, risk reports and risk reperting
protocols for use across the organisation.

This will be further strengthened in 2009-10
with an enhanced enterprise risk register

and alignment of existing risk management
functions throughout the organisation with an
enterprise-wide risk management framewaork.

Internal audit

The 2008-09 year was in many ways a
transitional period of integrating acquired
assets and businesses.

With the support of internal auditars KPMG and
in line with Seqwater’s Internal Audit Charter,
an Internal Audit Plan was developed and

3 total of twelve internzl audit reviews were
conducted, focusing on areas of risk primarily
associated with transition and integration.

The implementation of recommendations
from these reviews is ongoing.

SQWQ.001.002.0315

Education and

community engagement

Information systems and
record keeping

The 2008-09 year saw the intreduction of an
Information and Communications Technology
(ICT) governance framework.

The first major project developed under the
framework was the introduction of a new
Corporate Information System [CIS) which

1s making a positive impact on transforming
Seqwater's processes, and information flows.

The project, being implemented over twa
financial years and with a budget of $5.4
million, is delivering one integrated system
for finance, procurement, payroll, human
resources, asset management, records and
document management, business intelligence
and reporting.

Following Board approval in December 2008
the implementation of Stage 1 commenced

in January 2009. Completed by the end of the
reporting year, Stage! focused on establishing
a financial assets register and capturing
costs and work against these assets. This
significantly increased Seqwater's ability to
meet regulatory reporting reguirements

A number of interim and legacy stand-alone
systems were also replaced as a result of
Stage 1.



Stage 2 of the project will be rolled out

during the 2009-10 financial year will include
further warks and assets functionality as

well as document and record management,
enterprise budgeting, strategic and
aperational planning capability, and the ability
to track risk and compliance activities,

Seqwater currently operates a predominantly
manual record management system.

Stage 2 of the Corporate (nformation (CIS)
project will include electronic document
and records rmanagement solulion. To

be implemented during 2009-10, it will
significantly imprave Seqwater’s ability

to meet legislated records management
compliance requirements.

Workforce planning
and retention

2008-09 represented a period of
establishment and consolidation with
workforce planning activity focused on the
management of transitional arrangements,
in particular applying the principles and
processes of the Workforce Framework 2007.

The implementatian of a workferce ptan,
supperted by 8 Human Resource Management
Information Systern (HRMIS, is also a major
goal for 2009-10,

Ongoing recruitrment activity saw Seqwater
finished the year with 386 FTE [Full Time
Equivalent] staff. This was within workfarce
planning objectives and budget which altowed
for a maximum of 452 FTE staff. Seqwater will
continue to recruil to provide the necessary
resgurcing and competence to meet
operational requirements.

Seqwater is committed to establishing and
maintaining a safe working environment,
Ouring the year, a network of Workplace
Health and Safety IWHS] Committees was

formed acrass the organisation. A corporate
WHS risk assessment was conducled
identifying and prioritising areas of risk.
Trend analysis of incident data resulted in
the implementation of focused preventative
pregrams such as slips trips and falls.

Seqwater made strong progress throughout
the year towards developing and negoliating
an Enterprise Bargaining Agreement [EBA]
far all stafi. To be implemented in 2009-10
the Agreement wilt represent an important
achievement the organisation’s cultural
development.

Conduct and ethics

Reflecting the principles of the Public Sector
Ethics Act 1994, Seqwater has adopted a Code

_of Conduct that affirms the organisations

commitment to high standards of integrity,
professionalism and accountability. The Code
of Conducl guides the business conduct o the
Buoard and all staff as well as contractors and
consultants engaged by Seqwaler.

Seqwater’s obligations under the Public Sector
Ethics Act 1994 are further demonstrated by
the Board who declare any polential conflicts
of interest prior to each Board meeting, or as
and when they arise.

Whistléblower protection

N¢ disclosures under the Whistieblowers
Protection Act 1994 were received during
2008-09.

SQWQ.001.002.0316
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Consultancy

Expenditure on cansultancy services for the 2008-09 reporting year is outlined in the following table.

q
Engineering 1,785,129
Legal 273,236
General 952,383
Flnanca/Accounting/Economics . . : R |
Taxation 128,210
Accounting 483,909
infarmation Technology 6411

Total Expenditure 3,630,277

Overseas travel

Expenditure on overseas travel for the 2008-09 reporting year is autlined in the following table.

Name and Destination Reason for travel Cost$ Cantribution from
position other sources $
Or James Udy, Las Vegas, USA  Study tour and field 2.000 2,600
Principal Scientist work with the Southern

' Nevada Water Authority

[SNWA] on the impacts
of introducing recycled
water to a water storage.
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Greenhouse gas emissions

Seqwater is committed to supparting the
Queenstand Governments target to cut
greenhouse gas emissions in Queensland

by ane third by 2020, Since its formation on

1 July 2008, Seqwater has been capluring

and recording data associated with energy
consumption and greenhouse gas emissicns for
the purpose of calculating its carben foatprint.

As the owner and operator of significant
bulk water storage and treatment assets
in South East Queensland, Seqwater is a
significant consumer of enargy. As such,

" it is focused and committed an reducing

its footprint as part of its commitment
te sustainable water managernent.

Seqwater has undertaken considerable work
to understand its carbon footprint, and identify
apportunities for reduction. To some extent
this process is being refined, with some data
still to be provided in respeact of some sites
and activities. As such, Seqwater considers
its footprint to be an estimate, with same
adjustmenis expected. As Segwater was
forrmed on 1 July 2008, the 2008-0% period
will likely represent Seqwater's baseline
year against which future targets for GHG
emissions reduction will be measured.

Emissions have been calculated using the
factors from the 2008 National Greenhcuse
Accounts from the Department of Climate
Change in conjunction with National
Greenhouse and Energy Reporting
{Measurement] Determination which sets
cut the methods and criteria foer measuring
greenhouse gas emissicns.

Seawater has focused on capluring scope 1
and Z emissions data for the 2008-09 reporting
year and anticipates incarporating scope 3
ernissions into its footprint for the 2009-10
reporting year. Its current estimate is based
largely on energy and fuel cansumption for
most of its water treatment plants, pumping
stations and other ptant and equipment
{including fleet}. Seqwater estimates its scope
3 emissions to be immaterial as a percentage
of its totat greenhouse gas emissions.

SQWQ.001.002.0319

The following table suilines the estimated
amissions relating to Segwater’s aperational
activities during the 2008-09 reporting period.

Seqwater Greenhouse Gas Emissions

[ —— e ——
Estimated tannes of

Plant & Equipment 9N
lincluding fleet)'

EElectnicity. Consumption™ #a B

Corporate Office 831
Water Treatment 71.013
and pumping®

Total 72,815

* Accurale records for diesel consumption for heavy vehicles
was not available. We have used faclors representative

of fuel combustion for transpert lor past-2004 vehicles as
the emissions factars lor fuels do not difler substantially
between vehicles and heavy Lrucks,

* Some metering data is not available for a number of small
sites (<3000t ol CO2-el. Therelore, electricity consurnption
has been estimaled using moanthly averages for

those sites.

Legislative and policy
requirements

Seqwater has camplied with all legislative
and policy requirements in the preparation
and pubklication of this Annual Report. These
include the:

= Financial Administration
and Audit Act 1977

> Financial Management Standard 1997

N

Public Sector Ethics Act 1994

= South East Queensiand Waler
{Restructuring] Act 2007

> State Water Authorities -
Governance Framework

<> Whistleblowers Protection Act 1994
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Glossary

ADWG Australian Drinking Water Guidelines
AWTP Advanced Water Treatment Plant

BWEP Business Water Efficiency Program

CEQ Chief Executive Officer

CIS Corporate Information System

CSIRC Commonweatth Scientific and Industrial

Research Organisation

DERM Department of Environment and Resource Management
EBA Enterprise Bargaining Agreement

EGM Executive General Manager

ERP Emergency Response Plan

FTE Full Time Equivalent 7

HACCP Hazard Analysis and Critical Control Point

ICT Information and Communications Technology

KPI Key Perfarmance Indicator
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A Framework for
Managing Recreation
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W Recreation
Mapagement
Framework .

NRW Department of Natural Resources and Water

0&M Operations & Maintenance

QBWSA Queensland Bulk Water Supply Authority

QBWTA Queensland Bulk Water Transport Authority
. (trading as LinkWater])

QMWA Queensland Manufactured Water Authority

(trading as WaterSecure)
Qwc Queensland Water Commission
SAMP Strategic Asset Management Plan

SEQWater  South East Queensland Water Corporation Limited
SEQWGM South East Queensland Water Grid Manager

SNWA Southern Nevada Water Authority
SOP Standard Operating Procedures
VPS Vertical Profiling System

WTP Water Treatment Plant

WHS Workplace Health and Safety
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Queensland Bulk Water Supply Authority

General Information
This financial report covers the Queensland Bulk Water Supply Authority and its controlled entities.

The Queensland Bulk Water Supply Authority is a Statutory Body under the Financial Administration and Audit
Act 1977 and under Lhe Statutory Bodles Financial Arrangement Act 1982 and has been established under the
South East Queensiand Water (Restructuring) Act 2007. Queeansland Bulk Water Supply Authority expires at the
end of 99 years from when il was established on 16 November 2007. The State is the successor in law at the
expiry date of the Queensland Bulk Water Supply Authority. ’ ’

The Queenstand Bulk Water Supply Authority is controlled by the State of Queensland which is the ullimale
parent.

The head office and principal place of business of the Queensiand Bulk Water Supply Authority is:
Level 3, 240 Margarel Street, Brisbana QLD, 4000

A descripiion of the nature of the Queensiand Bulk Water Supply Authority’s operations and its principal
activities is included in the notes to the financial statements.
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Queensiand Bulk Water Supply Authority

Abbreviations

AASB
AASBs
ABF
APG
ATO
CAPM
CGU
CSo
DBF
DERM
DOGIT
DTA
DTL
GST
NTER
QTC
Qwc
awl
SEQWater
Sis
SVS
WACC
WGM

Australian Accounting Standards Board
Australian Accounting Standards
Accumulation Benefit Fund

Accounting Policy Guidelines

Australian Taxation Office

Capital Asset Pricing Model

Cash Generating Unit

Community Service Obligation

Defined Benefit Fund

Department of Environment and Resource Management
Deed of Grant in Trust

Deferred Tax Asset

Deferred Tax Liability

Goods and Services Tax

National Tax Equivalent Regime
Queensland Treasury Corporation
Queansiand Water Commission

Queensland Water Infrastructure Pty Lid
South East Queensland Water Corporation Limited
Superannuation Industry Supervision

State Valuation Services

Weighted Average Cost of Capital

South East Queensland Water Grid Manager

SQWQ.001.002.0326
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Queensiand Bulk Water Supply Authority
Income statement
for the yvear ended 30 June 2008

Censolidated Consclidated Parant
1 July 2008 16 November 16 November
to 2007 to 2007 to
30 June 2009 30 June 2008 30 June
Notes 2008
$000 $000 3000
income

Water sales 7 266,042 19,248 1,072
Grants and contributions 8 2677 80 80
Project income g 18,514 8.845 -
Other revenue 10 - 22038 9,446 3,595
. Total income 309,271 37,619 4747

Expenses
Employee axpenses 1 33965 6.289 1.839
Suppfies and services 12 81,128 18,836 3,747
Depreciation and amortisation 13 31,381 3.988 786
Finanta/Botrowing costs 14 154,773 18.112 13,673
Other axpenses 15 5.803 1.829 464
Total expense : 307,050 50.054 20,509
Peafit 1{Loss) before income tax 2,221 {12,439 {15,762)
Income tax (expense) /credit 16 (2.328) 4.183 5.182
Loss for the year (107) {8,252) {10,580)

The accompanying notes form part of these statements.
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Queensland Bulk Water Supply Authority

Balance sheet
as at 30 June 2008

Current assets

Cash and cash equivalenis
Trade and other recalvables
Inventories

Other

Total current assels

Non-current assets

Trade and other receivables
Froperty, plant and aqulpmant
Intangible assets

Investment in subsidiary (SEQWater)
Deferred tax assels

Total non cufrrant assets

Total assets

Current liabilities
Trade and other payables
Employee benefits
intarest bearing liabllities
Othar

Total curront tiabilities

Non-currant {labilities
Trade and other payables
Employee benefits

Interest bearing liabllitles
Deferred tax liabilittes

Tolal non current liabilities
Total liabilities

Net assets/{liabtlities)

Equity

Contributed equity

Asset revaluation reserve
Accumulated losses

Total equity/{deficiency)

Notes

24
20
21

20
17
13

23

27439
26
25
28

28
39

The accompanying notes form part of these statements.
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Consolidated Parent

2008 2008 2008
$000 $000 $000
109,608 148,444 6,135
25,197 12.109 6,263
1,782 151 151
12,077 694 .
148,664 161,388 12,549

. 3 -
2,432,312 654,793 125,579
45,709 44,080 10,433
- - 392,588

4,594 7.984 7.529
2,482.815 706,860 536,129
2.631.279 868,258 548 678
26,118 10.517 6.713
3,765 1.960 614
32,501 6,535 8,535
18,092 37.575 _ -
81,476 56,587 13,862
1,007 1,099 1,861
5,554 1,671 1,205
2,073,179 731,917 542,300
135,374 80.887 ..
2.215,114 815,574 545,396
2,296,590 872,161 559,258
334,689 {2.903) {10.580)
209,084 - -
129,615 - -
{4,010) (3,903) (10,580)
334,689 {3.903) (10.580)
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Queensland Bulk Water Supply Authorily

Statement of changes in equity
far the year ended 30 June 2009

Retsined Earning

Asset Revalualion Regerve

Contributed Equily

Consolidate Consolidate Parent Consolidate Consolidate Parenl Coansolidate Caonsolidate Parent
d d d d d

Notes 2009 2008 2003 2008 2008 2008 2009 2008 2008
s000 $000 s000 $C00 - $G00 $000 $0G0 $000 $000
Balance at 16 November 2007 - - . - - - - - -
Baiance at 1 July 2008 (3.903) - - - - - - - -
Loss for the year (107} {8.252) {10,580} - - - . . -
Pror year adjustments 38 - 4349 - - - - - -
Contributed equity - - - - . - 209,084 -
Incremeni on ravaluation of assets 29 - - - 129615 - . . - -
{4,010) {3,903) (10,580 - 129,615 - - 209,084 - -

Balance at 30 Juna 2009 }

The accompanying notes form part of these statements,
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Queensland Bulk Water Supply Authority

Cash flow statement
for the year ended 30 June 2009

Cash flows from operating aclivities
inflows:

Receipls from water sales

CSO recelved

Recelpts from other revenue

Interest received C

GST collacted

Qutflows:

Payments to suppliers and employees
Finance and bomowing costs

GST paid

Othar

Net operating cash flows

Cash flows from Invasting activities
Inflows:

Proceeds from sale of plant and eguipment
Receipts from mortgage redemption

Cash acquired from acquisition of subsidiary
Cash acquired from acquisition of AquaGen's

specified net assets
Qutflows:

Paymients for property. plant and equipment

Payments for intangibles
Payments for acquisition of subsidiary

Payments for acquisition of AquaGen's specified net

assets

Payments for acquisition of assets from Counclis
Payments for agsats transferred from SunWater,

DERM and QWI
Payment for security deposit
Net investing cash flows

Cash flows from financing activities
inflows:

Bomrowings

Contributed equity

Loan drawdown for payment of Councils, DERM and

SunWater assets

Loan transferred from QWI

Waerking capital facility

Qutllows:

Borrowing redemptions

Net financing cash flows

Net increase (decrease) in cash held

Cash at the beginning of the financial year
Cash at the and of the financial year

SQWQ.001.002.0330

Consolidated Consclidated Parent
1 July 2008 16 Novembar 16 November
to 2007 to 2007 to
30 June 2009 30 June 2008 30 June 2008
Notes . £000 $000 . %000
. Intiow!{Quiflow)
249,188 16,532 786
2,045 - -
21,443 12.791 123
10,836 3519 250
19,963 1.875 396
{141.657) (29.982) {4,138)
(85,046} (6.217) (60)
{20.432) (2.633) (1.073)
(450) {55) {3)
24b) 85,892 {3.770) (3.719)
147 59 -
24 10 .
- 144 466
. 11.556 11,556
{188,415) (10.951) {8.776)
(1.724) - -
- (392.588) (392,588)
. (115.083} (115083)
(1.285,459) . .
{150,082) -
22133 {11,168) s .
(1.636,685) (362,531) (504.891)
160,135 508.210 508,210
208,084 - .
1.363.404 -
72,147 - .
- 6.535 6.535
{292.813) - -
1,511,957 514,745 514,745
{38,836} 148.444 6.135
© 148,444 - -
24(a) 109,608 148,444 6,135

The accompanying notes form part of these statements. '

QUEENSLAND BULK WATER SUPPLY AUTHORITY [QBWSA] TRADING AS SEQWATZR ANNUAL REPGRT 2008/09 43



SQWQ.001.002.0331

Queensland Bulk Water Supply Authority

Index to noies to the financial statements

1. Reporting OnttY ...ttt sttt st e sernrrsssnnisisssssessssssranens 48
2. Basis of praparation...........ccaomiis: en4reteebe iR bt aLS S aLha iR £ b et e At et e s 45
3. Significant accounting policies rertieaesabbirsessatasbebeReasssiedserasesnt st ettt erabsstates 48
4, Determination of fair values.........cccocrveeccreninneen. creereriet s i s re e eeer s e e erae e s e pase s senva s venre DO
5. FINANCial riSk MABRAGEMEBNL.........cv e carmeceraseressamsresiassessaseos iertsesermsers e ssemsesstb s bssass bbb sabes 58
6. Asset 2CQUISTHONS ...overeeccrer e beeteebaratsterarata e sh st s e enasantes 80
7. Water sales........cccorevreevennee reseriesessrassrne sresatas ar i s seat e e SR AT ana S eeE e PR ran s e nE e ea e nes 62
8. Grants and Other CONMMDULIONS ......c.cvviiererererevsrreresansissses e imesssrms essassesspmensrerssrasssessessissssssssssmissassmsmmssses 62
9. Project income reseriasR e TR eR s R e RS A SRR R SR RS S A  S e R RS 62
10, OUNEE TEVENUE ......ceoeeevereresiersserosssessessssesossasessasesssemsnssssussmssssssstsssssasessessesssasssnenes sanasassassorsassissensisssrssntessonses 62

11. EMPlOYe. BXPENSES .........corocce vt s 82
12. SUPPIIES AN SBIVICES ... s s s e s s ens b s s O3

13.  Depreciation and amMOtISALION .........ccoiiiiimmr st s st s s st s s 64
14. FINance/BOrrOWING COSLS ... resimnnim s rmrs e e s e s s bbb e bt s b bbb b e 64
15, OUNBI @XDEONSES ..o rcensresisss s e svm s b 1o e st e s b4 e e bR bt ebA s A s 64
16. INEOME LAX .o i st et st st rms g en e san cerneereeieaean reriteressbeseseant s b e sinten st 64
17.  Properiy. plant and @qUIPMEeNE ..o bbb e 65
18. INLANGIDIE @ESBLS . ... o oot ei e aet et dhbn st e nbat s e s bbb s s b A eh A b eSS bt b s s nR e b b s 69
19. Impairment testing for cash generating units.............. etk e b bbb bR 71
20. Trade and other receivables........... i - 73
21, INVEMIOMES ....eoeeeiecverianresrssssncarsieieesessas e ssnsrsssiesin b s sebesabas b bas o e bbbt s bR b s R e b1 bbb s b e b bR b nbantis 73
22, OWher CUMeNt @8SBIS ..o rmreermreeceecres s st eb e ssrasees ) SRR 73
23, Tax asSets AN HADMIES ..........cocee s ceccrcmne e s srs e rasssr s orassease s samsrsenearabaa s 74
24. Cash and Cash @QUIVAIBNES ..........ccoccovevecrrreesianerrsrcserarecssrmntsspssars s nis s assmansei s snsssasavsassnesasanses 75
25.  Interest bearing Liabilities. .......coivaiericminrvreinnns vt es bbb sap e S 76
26, EMPIOYER BONEIILS......c.cco et ississsims i s mt stk s st b s s e e e s s 77
27.  Trade and other payables .......c.cuw i ceaceesiiens SOOIV UTEOTOUO OB 79
28. Cther current Fabilities ... e i st s oesrsrnnsrensasns 79
29.  Asset revaluation reserva.........eeecea, ettt b ek 80
30. FINANGCIAD INSHUMIBIIES ..ocuvvuiiietirieseres i atnt e sbar s s s b o eR S A EA SRR edi bR SR SRR bR EaR S8 S aams cabda S 80
31, OPEFALING IRASES .........ccovteceiirierirrcissis s b b as st sen s b SRS sLr deb e bR b s AL A A aR A s om0 bes RS abans0d 84
32.  Capital and other commitmemts ..........ccccev... eeemeer s et A e A £ s 84
33, Contingencies ... eememree emserete At s it ana et st et neaeee e et eens 84
34. Segment reporting..............ccoecerrercermresirrerecnsesens, ermreet et s remanm e renee s Rem e o eed e et e bt 85
35, CONrONET @NUHES ......oeoeoeee e eeceeerieecennetesisenasearertreoess rersensesras e setassaenns i et seranren 85
36. Related parties. ..o —_— - retreere e e saeresa st e ensenranea 86
37. Subsequent BVENIS ... e s - remeeneeeerone - ....88
38, AUTHONS FOMURABIALION ..c.cviv e errs e rrees et e ssrecs e sts b bas s ass b bR Er s e s AR RS PR H ST 04 S0 0T R n SR b s n et 89
39,  Prior period AJUSIMENTS..........oii e sna s s s sea e s s s s 89
40, ECONOMIC JBPENIBNCY ..o ot sisnn s e snaras et ies 1 e e Ta e T TasEE R 9489001 R g2y E 2 s ne e nanma s 89

¥4 FINANCIAL REPQRT FOR THE YEAR ENDED 30 JUNE 2009



SQWQ.001.002.0332

Queensland Bulk Water Supply Authority
Notes to the financial statements

1. Repuorting enlity

The Queensiand Bulk Water Supply Authority (the "Enlity”) is'a Queensland Statulory Authority under the
South East Queensland Water Restructuring Act 2007 with a limited life of 99 years from establishment.
The address of the Entity's registerad office is Level 3, 240 Margaret Street, Brisbane QLD.

The financial stalements of the Entity as at and for the vear ended 30 June 2009 comprise the Entily and
its subsidiary South East Queensland Water Corporation Limited {SEQWater). As SEQWater ceased
operations on 1 July 2008, and the transactions recorded in its financial statements are immaterial, the
Entity has not presented fi fnancnal statemenis for the Parem Entity for this financial yaar Refer to Note

© 2{d)(it).
The Entity is primanily involved in the supply of water services and carrying out waler activities.
2. Basis of preparation
{a) Statemen! of compliance

The firancial report is a general purpose financial report which has been prepared in accordance
with:

» - applicable Australian Accounting Standards (AASBs) (including Australian (nterpretations)
adopted by the Australian Accounting Standards Board (AASB);

= the Financial Administration and Audit Act 1977,

* Queensland Treasury's Financial Reporting Requirements for Queensland Government
agencies; and

+  other authoritative pronouncements.
The financial statemenls were autherised for issue by the Board on 28 August 2009,
(b} Basis of measuremeni
The financial stataments have been prepared on an accral basis and are based on historical costs
axcept for the following: _
« financial instruments at fair value through profit or loss are measured at fair value; and
+  land, buildings and infrastructure are measured a{ fair value.
The methods used to measure fair values are discussed further in Note 4,
(c) Presentation currency and comparatives

The financia) statements are prasented in Australian dollars, which is the Enfity's functional
currency. Amounts Included in the financial statements have been rounded to the nearest 31,000,
unless disclosure of the full amount is specifically required.

Comparative information has been restated where necessary 0 be consistent with disclosures in
the current reporting period. Refer o Note 39.

(d} Use of estimates and judgements

The preparation of financiat statements require$ management to' make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
{iabilities. income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewad on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods
affected.
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Queensland Bulk Water Supply Autho_rity
Notes to the financial statements

2. - Basis of preparation (continued)

In particular, information aboul significant areas of:estimalion, uncertainty and critical judgemems
in applying accounting policies thal have the most significant eﬁ‘ect on the amount recognised in
the financial statemants are dascribed in the lollowing:

(ty Oelermination of for profil or nol for profit

As set oul in the Soulh East Queensiand Water (Restructuring) Act 2007 \he Entity must
carry out its functions as a commercial enterprise. The Entity meets the definition of a for
profit entity for lhe purposes of the accounting standards. This is supported by the contract
with the South East Queensland Water Grid Manager (WGM).

{(iiy  Acquisitions as a resutl of the Sou!h Easi Queensland Water (Restrucitring}
Act 2007

On 15 November 2007, the South East Queensland Waler (Restructuring) Act 2007 was
enacted by the Parliament of Queensiand.

Under the Act the Queensland Bulk Water Supply Authority was established to own and
operate bulk watar supply infrastructure in the South East Queensiand region and to provide.
water services.

On 1 February 2008 the Enlity acquired all of the shares in SEQWater from 12 different
Councits and Queensland Treasury Holdings Pty Ltd for a consideration of $392,588.495.

At 1 July 2008 all of SEQWater's assets, fiabilities, instruments and personnel trensferred to
the Entity at their carrying values recorded in the financial report as at 30 June Z008.
Excluded from transfer were rights and liabilities under each of the conlracts between the
Company and directors or the secretary (other than an employment contract) and related
records as well as records required to be kept by SEQWater and assets, liabililies or
instruments which are not capable of being transferred under the Transfer Notice.

Assets & Liabilities Transferred from SEQWater on 1 July $000
Total assets 688,172
Total liabilities 345810
Net assets 342,362

The Entity also acquired through Transfer Notices the following bulk water supply assels in
the financial year ended 30 June 2009:

» the transfer of specified assets, liabilities, instruments and personnel from various
Councils deemed to have occurred on 1 July 2008;

« the transfer of specified assets and liabilities from the Department of Environment and
Resource Management {DERM) deemed to have occurred on 1 July 2008. Refer to
Note 36{f):

« the lransfer of spacified assats, llabililies, instruments and personnel from SunWater
cn 1 July 2008, Refer to Note 36(f):

+ the transfer of the Brisbane and Caboolture Aquifer projects from Brisbane City
Council and Caboolture Shire Councll {now Moraton Bay Regional Council) on 1
September 2008 and 1 October 2008 respectively:
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Queensland Bulk Water Supply Authority
Notes to the financial statements

2. Basis of preparation (continued)
» the transfer of various assets and liabilities on 1 Decamber 2008 including:

o [Ihe transfer of additional debt in relation to the Caboollure Aquifer project
from Moreton Bay Regional Council on 1 December 2008;

o lhe transfer of additional land from Redland Shire Council on 1 December
2008;

o the transfer of the water treatment agreement with Veolia Water Australia
Ply Ltd in relation to the Noosa Water Trealment Plant from Sunshine Coast
Regional Councll on 1 December 2008 for no consideration; and

o the transfer of the- Aratula Package Water Treatment Plant from Scenic Rim
Regionat Councll on 1 December 2008 for no consideration.

+ the transfer of the Lake Manchester Dam upgrade on 16 February 2009; and

« the transfer of assets and a Queensland Treasury Corporation (QTC) debt facility from
Queensland Water infrastructure Pty Ltd {QW!) on 30 Juna 2009. Refer to Note
36(N.

Additional details in relation to the acquisitions are set out in Note 6.
(it} Impairment

The Enlily assesses impairment at each reporting date by evalualing conditions specific to
the Entity that may tead to impairment of assets. Where an impairment trigger exists, the
recovarable amount of the asset is determined. Value-in-use calculations performed in
assessing recoverable amounts incorporate a number of key assumptions {refer to Note 3(i}
and Note 19).

fivd  Income tax and utilisalion of lax {osses

The Entity is subject to the National Tax Equivalent Regime and has formed a tax
consolidated group from the date of establishment. During the year ended 30 June 2009,
$13,736,072 of lax lo5ses were utiised (2008 $0) with tax losses carried forward at 30 Juhe
2009 of $8,768,319 (2008: $22,504,391). A Deferred Tax Assat (DTA) of $2.630,486 has
been recognised in relation to these carry forward tax losses as il is considered probable that
future taxable profits will be generated against which the tax losses could be utilised.

iv} Provision for impairmeri of Receivahies
A provision for impairment of receivables has been made at year end.
(vt} Inlerasl bearing !iabiiities

Loans have been provided 1o the Enlity through Transfer Notices under the South East
Queensland Water (Restricturing) Act 2007. QTC has advised that the term on these loans
expires in January 2071. The interest payable is recognised as current liabilities and the
principal amounts are recognised as non current liabilities.
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Queensiand Bulk Water Supply Autharity
Notes to the financial statements

48

Significant accounting policies

The accounting policies set out below have been applied consistently 1o all periods presented in these
financial statemenis.

{(a) Assget acquisition

The acquisitions of specified net assets from the Councils and DERM have been determined by the
Enlity to be acquisitions of assets and fiabilities lo be dealt wilh in accordance with AASB 116
Property, Plant and Equipment (AASB116). This standard requires that for assets acquired, the
Entity must recognise items of property, plant and equipment at cost. In circumstances where a
group of assets are acquired, the cost of individual assets is determined by allocating the cast of
the group of acquired assets between the identified assets in the group based on their relative fair
values at the acquisition date. The transfer of liabilities including debt-and employee liabilities are
being accounted for in accordance with AASB 139 Financial Instruments: Recognition and
Measurement (AASB139) and AASB 119 Employee Benefits (AASB 119 respectively.

The transfer of assets to the Entity by Sun\Water was an arm's {ength transfer and accordingly the
acquisition of speciﬂed net assets from SunWater has been determined by the Entity to be an
acquisilion of assets to be deatt wilh in accordance with AASB 116.

The transfer of nel assets from SEQWater ta the Entity on 1 July 2008 is considered to be a
distribution of profits to the Entity. The assets and liabilities are transferred at fair value and the
Invastment in SEQWater will be reduced to the extent it rapresents a return of capital.

The transfers of various addilional assets and fiabilities post 1 July 2008 have been determined by
the Entity to be assetfliability acquisitions and are being accounted for in accordance with AASB
116, AASB 139 and AASB 137 Provisions, Contingent Liabilities and Contingent Assets as
applicable. The treatment specified on the transfer notice for assets transferred from QW! on 30
June 2009, is “a contribution by owners™ as per AASB Interpretation 1038 and Accounting Policy
Guidetines {APG) 13.

(b) Financial instruments
Non-derivative financiat insituments

Non-derivative financial instruments comprise trade and other receivables, cash and cash
equivalents, loans and borrowings and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at
fair value through profit and loss, any attributable transaction costs. Subsequent to initial
recognition non-derivative financial instruments are measured as described below.

A financial instrument is recognised if the Entity becomes a party to the contractual provisions of
the instrument. Financial assets are derecognised if the Entity's contractual rights 1o the cash flows
from the financial assets expire or if the Entity transfers the financial asset to another party without
retaining control or substantially all risks and rewards of the assel. Financial liabilities are
derecognised if the Entity’s obligations specified in the contract expire or are discharged or
cancelled.

Cash and cash equivalents comprise cash on hand, deposits held on call with banks, other short-
term highly liquid investments with original malurities of three months or less and bank overdrafts.
Bank overdrafts are reported as part of short-term barrowings in current liabilities on the batance
sheet.

Funds held by the Entity in the QTC Redraw Facility are treated in accordance with AASB 139
Financial Instruments: Recognition and Measurement, Application Guidance AG 62 (Debt
restruciure). Refer to Note 25.
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Queensiand Bulk Water Supply Authaority
Notes to the financial statements

3. Significant accounting policies {continued)
Financial instruments are classified and measured as follows:
» Cash and cash equivalents - heid at fair value lhrough profil or Ioss.
+ Receivables - held at amortised cost.
* Payablés — held at amortised cost.
* Borrowings - held at amortised cost,

The Entity does not enter lransactions for speculative purposes, not for hedging. Apafnt from cash
and cash equivalents, the Entity holds no financial assets classified at fair value through profit or
loss.

{¢} Receivables

Recelvables are recognised initially al fair value, usually based on the lransaction cost or face
value. Subsequent measurement is amortised cost using. the effective interest method, less an
allowance for any impairment of receivables. Short term receivables with no stated interest rate are
measured at the original invoice amount where the effect of discounting is immaterial. An
allowance for impairment of receivables is established when there is objective evidence Lhat the
Entity will not be able to collect all amounts due. The amount of the allowance is the difference
between the assel's carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate. Bad debls are written off as incurred,

{d) Inveniories

Inventories are measured at the lower of cost and net reafisable value. Cost is assigned on a
weighted average basis and includes expenditure incurred in acquiring the inventories and bringing
them to their existing condilion.

Net realisable value is the estimated selling price in the ordinary course of business, less the
astimated costs of completion and selling expenses.

{e) Properiy, plant and eguipmenl
(i) Recognilion and measurament

Each class of property, ptani and equipment is initially recognised at cost. Assels acquired in
exchange for other non-monetary assets or assets acquired at a nominal consideration are
intlially recognised at cost. On initial recognition, all costs incurred in purchasing or
constructing the asset and getling it ready for use are capitalised to the value of the asset.
The cost of self constructed assets includes the cost of materiais and direct labour, any other
costs directly attributable to bringing the asset 10 a working condition for its intended use,
and the costs of dismantling and removing the items and restoring the site on which they are
located.

Land, buitdings and Infrastructure are measured at fair value In accordance with AASB 116
Property, Plant and Equipment and Queensland Treasury's Non-Current Asset Policies for
the Queensiand Public Sector {as amended).

Plant and equipment is measured at cost. Separately idenfified componenis of assatls are
measured on the same basis as the assets 1o whith they refate.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

3 Significant accounting policies {conlinued)

The Entity eperates on a commercial basis, with the primary objeclive being the generation
of cash inflows. Where there is nc market price for the asset, fair value is either the
depreciated replacement cost or the net present value of tha cash flows from the asset.

If the asset does not generate cash inflows independent from the assets or group of assets
then the fair value will be either the sum of the depreciated replacement cost of thé group of
assets or the net présent value of the cash flows from the group of assets. The Entity uses
the depreciated replacemenl cost meihodology

Where an item of property, plant and equlpment is revalued. the entire class of property,
plant and equipment to which the assel belongs is revalued.

Net revaluation increments in respect of each non-current asset are credited to the assel
revaluation reserve, except 1o the extent that it reverses a previous decroment recognised as
an expense for that asset in the profit or loss. in this instance ihe reversal portion of the
increment is récognised as revenue in the profit or loss. Net revaluation decrements in
respect of each asset are recognised as an expense in the profit or loss, except to the extent
that they reverse a previous increment for thal asset and a positive balance exists in he
assel revaluation reservi for that asset. In this Instance, the reversal portion of the
decrement is charged directly to the reserve, but so as not to éxceed the balance of the
reserve for that asset.

{iif Subseaqusni cosls

Costs incurred subsequent to the initial asset purchase are capitalised when the expenditure
improves the condition of the assel beyond its originally assessed standard of performance
or capacity. Qutlays that do not meet the criteria for recognilion as an asset are expensed in
the financial year. :

(iti} Deprecialion
Land is not deprecialed as it has an unlimited usefu) life.

Property, plant and equipment is dapreciated on a straight-line basis so as to allocate the net
cost or revalued amount of each asset, less its estimated residuat value, progressively over
its estimated useful life.

Where assets have separately identifiable components that are subject to regular
replacement, these components are assigned useful lives distinct from the asset to which
they relate and are depreciated accordingly.

Any expenditure that increases the originally assessed capacity or service potential of an
asset is capitatised and the new depreciable amoun! is deprecnated over the remalning
useful life of the asset.

Major spares purchased specifically for particular assets are capitalised and depreciated on
the same basis as the asset to which they relate.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

3, Significant accounting policies (continued)
The eslimated useful lives applied for the current and comparative pericds are as follows:

Class of Fixed Asset Depreciation RateUseful Lifg
Buildings and Land improvements 125% - 2.5% 40 - 80 years
Infrastruclure assets
Infrastructure Dam assets | 0.667% - 33.33% 3~ 150 years .
Water Treatment assets 0.667% - 33.33% 3- 150 years
Other water infrastructure assets 0.667% - 33.33% 3~ 150 years
Plant and equipment
Motor vehicle and Boal 10% - 33.33% 3-10years
Office equipment 10% - 33.33% 3- 10 years
. Other equipment 10% - 33.33% 3- 10 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
Gains and losses on disposals are determined by comparing proceeds with the carrying
amount. These gains and losses are included In the profit or loss.

(fy Investment Property

Investment property, which is property held to earn rentals and/or for capilal appreciation, is
inltially recognised at cost inctuding transaction costs. Where Investment property is acquired
at no or nominal cost it is recognised at fair value. Investment property is subsequently
carried at fair value as at 30 June 2009.. Gain or losses arising from changes in the fair
value of investment property are included in the profit or toss for the period in which they
arise. Investment property is not depreciated and is not tested for impairment.

Rental ravenue from investment property is recognised as incoma on a periodic straight line
basis over the fease term.

Thé Entity does not hoid any investment properties.
(g) lntangib!e assels

. i\y  Goodwill

Al business combinations are accounted for by applying the purchase methad. Goodwill
represents the difference batween the cosl of the acquisition and the fair value of the nat
identifiable assets acquired.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated o
cash-generating units and is not amortised but is tested annually for impairment. Refer to
Note 19.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

3. Signtficant accounting pelicies {continued)
{ily Other intangible assels

Intangible assels with a cost or other value greater than $100,000 are recognised in the
financial statements, items with a lesser valué being expensed. Infangible assetls that are
acquired by the Entity are initially measured at cos!,

Where there Is an aclive and liquid market, intangible assets are carried at a revalued
amount; otherwise they are carried at cost after initial recognilion. if revalued, the same rules
apply as to those for property, plant and equipment. Intangible assats are not ravaiued.

Subsequent expenditure is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure is recognised in the
profit or loss.

intangible assets, both at cost and revalued amounts, are subject to amortisation and
impairment testing.

Intangible assels with indefinite useful lives are nat amortised.
Purchased Sofiware

Expenditure asscciated with externally purchased computer software and licences have
been capitalised and are amortised on a straighl-line basis cver its estimated useful life.

tnternally Generated Software

Expenditure on research activites relating to intemally-generated intangible asset is
recognised as an expense in the period in which itis incurred.

Costs associated with the development of computer software have been capitalised and are
amortised on a straight-line basis over Iis estimated useful life.

(iil}y Amorlisation

Amorlisation is recognised in profit or loss on a straight-fine basis cver the estimated useful
lives of intangible assets, other than goodwill, fram the date that they are avaifable for use.

The estimated useful lives applied for the current and comparative periods are as follows:

Class of Intangible Asset ___Amorligation RateUseful Life
Software Purchased 20% 5 years
Software Internally Generated 20% 5 years
Other intangible : 2.5% 40 years

(h}y Leased assels

A distinction is made between finance leases which effeclively transfer from the lessor to the
lessee substantially all the risks and benefits incidental to ownership of the leased assets, and
operaling leases under which the lessor effectively retains all such risks and benefits.

Where a non-current asset is acquired by means of a finance lease, the asset is recognised at the
lower of the fair value of the leased properly and the present value of the minimum lease
payments. The corresponding liability is established at the same amount. Lease payments are
allocated between the principat component and the interest expanse. The fair vatue of the asset is
depreciated over the term of the lease.

Operating lease payments are charged to the profit or loss in the period in which they are incurred.
Restoration obligations under lease obligalions are provided over the iife of the lease.

Plant and equipment subject to finance lease is amortised on a straight line basis over the shorter
of the lease term and their useful lives unless it is reasonably ceriain that the Entity will obtain
ownership by the end of the lease term.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

3. Significant accounting policies (continued)
(i} Impairmeni
{iy  Financial assels

A financial asset is assessed at each reporting date to determine whether there is any
objactive evidence that It is [mpalred A financial asset is considared o be impaired if
objective evidence indicates that one or more evenlts have had a negative effect on the
estimated future cash flows of that asset.

An impairment toss in respect of a financial asset measured at amortised cost is calculated
as the difference between its carrying amount, and the present value of the estimated future
cash flows discounted at lhe original effective Interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assels are assessed collectively in groups that share similar credit risk
characteristics.

All impairment losses are recognised in the profit or loss.An impalrment loss is reversed if
the reversal can be related objectively to an event occurring after the impairment loss was
recognised. For financial assets measured at amorlised cost, the reversal is recognised in
the profit or loss.

{1iy Mon-financial assets

The carrying amounts of the Entity's non-financial assets, other than inventories and
deferred tax assets.are reviewed at each reporting date-to determine whether there is any
indication of impairment. If any such indication exists then the asset’s recoverable amount is
estimated. For goodwill and infangible assets that have indefinite fives or that are not yet
available for use, the recoverable amouni is estimated at each reporting date.

The recoverable amouit of an asset or cash-generating unit is the greater of ils value in use
and its fair value less costs lo sell. In assessing value in use. the estimated future cash flaws
are discounted to their present value using a pre-lax discount rate that réflects current
market assessments of the time vatue of money and the risks specific to the asset, For the
purpose of impairment testing. assels are grouped together into the smallest group of asseéts
that generates cash inflows from continuing use that are largely Independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill
acquired in a business combination, for the purpose of impairmen! testing. is allocated to
cash-generating units that are expected to benefit from the synergies of the combination.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating
unit exceeds ils recoverable amount. Impairment losses are recognised in the profit or loss
unless the asset is carried at a revalued amount. When the asset is measured at a revalued
amount, the impairment loss is offset against the asset revaluation reserve of the relevant
asset 1o the extent available.

Impairment losses recognised in respect of cash-generating units are allocated first lo
reduce the carrying amount of any goodwill allocated to the unils and then to reduce the
carrying amount of the other assets in the unit (group of units) on a pro rata basis.

An impalrment loss in respact of goodwill is not reversed. In respect of other assets,
impairment losses recognised in prior periods are assessed at each reporting date for any
indications thal the foss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extenl that lhe assel's carrying amount does not
exceed the carrying amount that would have been determined, net of deprécialion or
amortisation, if no impairment loss had been recognised.
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Significant accounting policies (continued)
Assels under construction

Assets 'un_der construclion (work in progress) are carried at cost and not depreciated unti
they reach service deiivery.

tnterest costs on borrowings specifically financing assets under construction are capitalised.
Refer to Mote 3{r.

{k) Payables’

{H

Trade creditors afe recognised upon recsipt 6f the goods or services o_r&ered and are
measured at the agreed purchasé /contract price, gross of applicable trade and other
discounts. Amounts owing are unsecured and are generally setied on 30 day terms.

Employee benefits
t{) Wages, salaries, annual ieave and =ick leave

Liabilities for short-term employeé benefits for wages, salaries and annual leave represent
present obligations resulting from employees’ services provided to reporting date and are
caiculated at undiscounted amounts based on remuneration wage and salary rates that the
Entity expects to pay as al reporting date including applicable related on-costs.

For those entittements not expected to be paid within 12 months, the liabliities are classified
as non-current fiabiliies and recognised at their present value, calculated using yields on
fixed rate Commonwealith Government Bonds of similar maturity.

Non-vesting sick leave is recognised as an expense as il is 1aken. Employees transferred
from Cabooiture Shire Council with seven or mora years of service are entilled to a payment
for a percentage of their accumulated unused sick leave on termination, resignation or
retirament. A liabllity for a percentage of this accumulated sick leave is measured al the
present value of the estimated future cash outflows and includes related employae on-costs.

(i} Long Service Leave

The fong service teave provision represents the present value of the estimated future cash
outflows to be made resulting from employees’ services provided to balance date. The
current provision is calculated using the sinplified approach whereby a net factor of 0.95 is
applied to the long service leave amount of the employees with 3 or more years of service in
order to estimate the present value. This approach is an approximation process to recognise
the probabte tiability that will eventuale for staff that have achleved the 7 years of service.

iy Superannuation schemes
QSuper

The Entity currenlly contributes to the QSuper defined benefit and accumulation

superannuation funds. Where there is a surplus or deficit in financial position of a defined -
benefit superannuation fund, the employeér sponsors, 1o the exlent permissible under the

trust deed of the superannuation fund, can recognise an asset for the surplus or must

recognise a liability for the deficit. Howaver; as responsibility for the funding of the QSuper

defined benefit superannuation fund is assumed at a whole-of-Government level, no asset or

liability is required to be recognised by the Entity.

Local Government Superannuation Scheme (LG Super)

The Entity contribules to LG Super for employees under both defined benefit scheme and
accumulation superannuation scheme. The Entity has no liability to or interest in LG Super
other than the payment of the statutory contribution. Any amount by which either schame is
over or under funded would only affect future benefits and is not an asset or liability of the
Entity. Accordingly, there is no recognition in the financial statements of any over-or-under
funding of LG Super.
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3.  Significant accounting policies {continued]
Brisbane City Council Superannuation Plan (City Super)

The Enfity atso contributes to City Supser for employees under both defined benefit and
accumutation superannuation funds. According to the Statement of Advice: Funding and
Soivency Cértificate by the Trustee of the fund efféctive on 21 November 2008, City Super is
declared as “technically insolvent” as described in the Superannuation Industry (Supervision)
Regulations. Refer to Note 26.

{ty} Execullve remunearation

The executive remuneration disclosure in the employee expenses note (Note 11) in the
financial statements includes.

« the aggregate remuneration of all senlor executive officers whose remuneralion for the
financial year is $100,000 or more, and

+ the number of senior executives, whose total remuneration for the financial year falls
within each successive $20,000 band, commencing at $100,000.

The remuneration disclased is all remuneration paid and payable. direclly or indirectly, by the
entity in connection with the management of the affairs of the entity. For this purpose,
remuneration includes;

» wages, salaries, allowance and bonuses.

= accrued leave,

« superanntation; and

+ benefils such as car parking, motor vehicles.
{m) Revenue

Revenue is measured at fair value .of the consideralion or conlnbution received or receivable. All
revanue is stated net of the amount of goods and services tax (GST).

{n GSovernmenl grants and subsidies

Governmeént grants and subsidies are recognised initially as deferved income when there is

reasonable assurance that they will be received and that the Entity will comply with the

conditions associated with the grant. Grants and subsidies that compensate the Enlity for

expenses incurred are recognised in the profit or ioss on a systemalic basis in the same
. periods in which the expenses are recognised.

The: Entity receives community service obligation {CSO) payments from the Queensland
Govermnment. The Rural Water payment is for the provision of rural irrigation water to rural
irrigators. The Water Planning Development payment is for the activities to ensure
compliance with regulatory and policy areas of resource management. The GSO paymenis
are recognised on a monthly accrual basis.

(i1t Waier charges

There is an agreement with the Water Grid Manager up to 30 June 2010 to provide revenue
for a return on and of assets and pass through costs. A new agreement will be negotiated
wilh Queensland Water Commission.

Revenue from the South East Queensland Water Grid Manager (WGM) is acerued at end of
month based on the Market Rules and the Entity's Water Grid Services contract. Itincludes a
monthly capital charge, fixed and variable operating costs incurred for the month and other
specific allowable costs identified in the contract,
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3. Significant accounting policies (continued)

The charges for rural irrigation waler are calculated based on two part tariffl charges. Part A
refates to fixed costs based on water allocation volume and applied quarterly in advance and
Part B represents the charge for water used based on meter readings for the previous
quanter. These charges are accrued on a monthly basis.

(iit} Services
Revenue from rendering of a service is recognised upon the delivery of the service to the
customers.

fivi Finance income

Finance income comprises interest income on funds invested. Interest income is recognisad
as it accrues in the profit or loss, using the effective interest method.

{n) Finance/Borrowing costs
Finance/Borrowing costs comprise:
* interast expanse on bank overdrafts, shorl-term and long-term borrowings,
* unwinding of the discount on provisions:
* amortisation of discounts or premiums relating to borrowings; and
» ancillary administration charges.

Finance/Borrowing costs are recogaised in the profit or loss using the effective interest method and
are expensed in the period in which they arise. Finance/Borrowing costs that are not setlied in the
period In which they arise are added to the carrying amount of the borrowing.

Finance/Borrowing costs directly attributable to the acquisition, construction or production of assets
that necessarily take a substantial period of lime to prepare for their intended use or sale, are
added to the cost of those assets, unlil such time as the assets are subslantially ready for their
intended use or sale.

{0) Income lax

The Entity is a participant in the Nationat Tax Equivalent Regime from the date of establishment.
As a result an “equivalent” or "notional income tax" liability is payable to Queensiand Treasury for
payment into the consolidated fund. Income tax expense comprises curren! and deferred tax.
Income tax expense is recognised in the profil or loss excepl to the extent that it relates to items
recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the laxable income for the period, using tax rates
enacted or substantively enacted at the reporling date, and any adjustment to tax payable in
respect of previous years.

Defarred tax is recognised using the balance sheet methed, providing for temporary differences
between the carrying amounis of asseis and liabilllles for financial reporting purposes and the
amounis used for taxation purposes. Deferred tax is not recognised for the following temporary
diffarences: the initial recegnition of gocdwill, the initlal recognition of assets or liabilities in a
transaction that is not a business combination and that affects neither accounting nor taxable profit,
and differences relating to invesiments in subsidiaries to the extent that they probably will not
reverse in the foreseeable future. Deferred tax is measured at the tax rates that are expected to be
applied to the temporary differences when they reverse, based on the laws that have been enacted
or substantively enacted by the reporting date.
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3. Significant accounting policies {continued)

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which temporary difference can be utilised. Deferred tax assels are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that the related tax
henefit will be realised.

(Y Goods and services lax

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST),
except where the amount of GST incurred is not recoverable .from the ATO. In these ,
circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST
recoverable from, or payable to, the ATO is included as a current asset or liability in the balance
sheet,

Cash flows are included in the Cash Flow Statement on a gross basis. The GST components of
. cash flows ariging from investing and financing activities which are recoverable lrom, or payabls lo,
the ATO are classified as.operating cash flows.

The Entity and its subsidiary formed a GST group for GST purposes effective on 1 July 2008,
(g} Contribuied equity

The Entity has applied the accounting treatment of Interpretation 1038 Coritribution by Owners
Made to Wholly-Owned Public Seclor Entities to the equity proceeds received during the year.
Refar to Note 36 {g).

(r} Early adoption of AASB 123 Borrowing Costs

The Entity in preparing its financial statements for 2008/09 chose 1o early adopt the requirements
of AASB 123 Borrowing Costs, which is lo capitalise borrowing costs directly attributable to
acquisition or construction of qualifying assets. Queensiand Treasury has approved the early
adoption of the Standard.

{s) New standards and inlerprelalions nol yel adopted

The Entity has not applied any Australian Accounting Standards and interpretations that have been
issued but ara not yet effective. The Entity will apply these standards and interpretations in
accordance with their respective commancement dates,

. + Revised AASB 101 Presentation of Financial Statements introduces as a financial statement
(formerly “primary” statement) the “statement of comprehensive income’. The revised standard
does not change the recognition, measurement or disclosure of fransactions and even!s that are
required by other AASBS. The revised AASB 101 will become mandatery for the Entity's 30
June 2010 financiat statements, The Entity has not yet determined the potential effect of the
revised standard on the Entity's disclosures.

* AASB 8 Operating Segments introduces the "management approach” lo segment reporting.
AASS 8, which becomes mandatary for the Enlity’s 30 June 2010 financial statements, will
require the disclosure of segment information based on the internal reports regularly reviewed
by the Entity's Chief Operating Decision Maker in order to assess each segment's performance
and to allocate resources to them. Currently the Entity presents no segment information in
respect of its business. The Entity has not yet determined the potential effect of the revised
standard on the Entity’s disclosures.
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4, Determination of fair values

A number of the Enlity's accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and I|ab:l|t|es Fair values have been determined for measurement
and / or disclosure purposes based on the following methods. Where applicable, further information about
the assumptlions mada in determining fair values is disclosed in the notes specific to that asset or liability.

{a) Property, plant and equipment
The fair value of land, buitdings and infrastructure is measured as follows:

» Where there is an-active and liquid market for assets similar in type and condition, tha fair value
of an asset is its price in that market.

¢ Where there is no market price for the assets, fair value is either the depreciated replacament
cost or the nét present value of the cash flows from the asset.

(b} Trade and othar receivables and payables

The fair value of trade and other receivables and payables approximates their nominal value less
estimated credit adjustments.

{cy Prepaymenis

The fair value of prepayments is represented by the hook value as the period of time to
consumption is shorl and there are no rates involved in the calculation.

(dy Baorrowings

The fair value of borrowings, which is determined for disclosure purposas, is determined by
referance to published price quotations in an active market and reflects the value of the debt if the
Entity repaid it in full at batance date. As it is the intention of the Entity to hold its borrowings for
their full term, no adjustment provision is made in these accounts.

5. Financial risk management
Qverview

* The Entity's aclivities expose it to a variety of financial risks including credit risk, liquidity risk, and interast
rate risk. Exposure to financial risks is managed in accordance with the Entity's approved policies on
financial risk management. These policies focus on managing the volatility of financial markets and seek
to minimise potential adverse effects on the financial performance of the Entity. The Entity measures risk
exposure using a variety of meihods as follows:

Risk Exposure Measurement Method
Credit Risk Ageing analysis
Liquidity risk Maturity analysis

Interest rate risk Sensitivity analysis
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i

Financial Risk Management {continued)
Credit rigk
Credit risk exposure refers to the situation where the Entity may incur a financial loss as a result of

another party to a financial instrument failing to discharge their obligations. The Entity has concentration
of credit risk to a single deblor, being the WGM.

The Entlty is exposed to credit risk through i1s investrents with the Queenstand Treasury Corporation
{QTC) and deposils held with banks. The QTC Cash Fund is an asset management portfotio that invests
with a wide variety of high cred!t rating counterparts. Deposiis are capital guaranteed, Other investments
are held with highly rated and regulaied financial Instilutions, and whilst not capital guaranteed the
likelihood of a credit failure is remote.

Liquidity risk

Liquidity risk refers to the situation where the Entity may encounter difficulty in meeting obligations
assoclated with financial liabilities. The Entity is exposed to liquidity risk through its trading in the normal
course of business and borrowings from the QTC for asset acquisittons and capital works. The Entity

manages lis exposure lo liquidity risk by maintaining sufficient cash deposils and undrawn facilities. both
short and long term, to cater for unexpected volatility in cash flows.

tMarkei risk

The Entity does not trade in foreign currency and is not matenially exposed to commodity price ranges.
The Entity is exposed to interest rate risk through its borrowings from QTC and cash deposited in interest
bearing accounts. The Entity manages that parl of its portfolio relating to Seqwater by setting, monitoring
and adjusting the terms and duration of ils loan portfolio as allowed under its commercial financing
contract with QTC.

Interest rate risk

The Entity is exposed to interest rate risk through its borrowings and investment with QTC and cash
deposited in interesl bearing accounts. The risk in borrowing is effectively managed by borrowing from
financial institutions which provide accaess to floating funding sources such that the desired interest rate
risk exposura can be constructed.

interast rata risk fn other areas is mitigated. The Entity relies on QTC's management of its debt portfolios
and its Weighted Average Cost of Capital (WACC) calculations with the Quesnsland Water Commissian
{QWC) that sets the Entity’s earning rate and is currently based on inlerest rate immunisation.

Capital management

The Entity must give the responsible Ministers an eslimate of its net profit for the year, and a
recommendation on the amount of annual return to be paid. The recommandation is to be provided to
Ministers between 1 and 15 May prior to the end of the financial year. Before the end of the financial year,
the responsible Ministars must either approve the recommendation or direct the Entity to pay another
amotunt (though not mare than the estimated net profit previously advised) as decided under section 53 of
the South East Queensiand Water (Restructuring) Act 2007. The return must be paid within § months
after the and of the financial year.

Annual retun payable in 2009 is 50 (2008: $0)

Consolidated Consolidated Parent

2009 2008 2008

$000 $000 $000

Total borrowings 2,108,315 590,008 542,700
Total assets {excluding cash and cash equivalents} 2521671 719,814 542,543
Gearing ratio 84% 82% 100%
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Asset acquisitions

SQWQ.001.002.0347

The Entity acquired specified net assets from various Councils. SunWater, DERM and QWI al dates
varying between 1 July 2008 and 30 June 2009 as specified on gazetted Transfer Nofices issued by the

Queensland Government.

Set out below is a summary of the consideration paid for the assets and liabilities assumed for each of the

various entities:
.‘l'ransfemrs ' Conslg;;?]teiogn?i?;dﬁ
1 July 2008 acquisitions §000
Brisbane City Council 339,220
Esk Gatton Laidley Water Board 8,440
Gold Coast City Council 467,608
Logan City Council 8.080
Moreton Bay Regional Council 61,372
Redland City Council 43,274
Scenic Rim Regional Council 8,072
Somerset Regional Council 10,246
Sunshine Coast Regional Council 86,445
SunWater 77693
Depariment of Environment and Resource Management 252
1,110,711

Total acquisition value

* Amounts sef out on the respective transfer notices and/or other comespondence.
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Net Consideration

Transferors Transfer Date paid by the Entitys
Post 1 July 2008 acquisitions v ‘ $000
Brisbane City Council — Brisbane Aquifer project 1 September 2008 53.504
Caboolture Shire Council - Caboolture Aquifer projact 1 October 2008 43,220
Moreton Bay Regional Council® . 1 September 2098 78
Redtand Shire Council 1 December 2008 523
Scenic Rim Regional Council 1 December 2008 -
Sunshine Coast Regional Councit ** 1 July 2008 -
Brisbane City Council - Lake Manchester Dam upgrade 16 February 2009 81.533
Queenstand Water Infrastructure Pty Ltd*™* 30 June 2009 72,147
Total acquisition value 251.005

# Considaration includes the assumption of debt facilities where applicable.

*Additional Debi of $78.014.22 in relation to the Caboolture Aquifer project from Moreton Bay Reglonal Council
{formerly Caboolture Shire Council) was transferred to the Entity on 1 December 2008.

** The acquisition date of the water treatment agreement with Vealia Water Australia Pty Ltd has been deemed by
management to be 1 July 2008 as this Is the date the Entity eflectively took control over the Noosa Water Treatment
Plant and herice the water treatment agreement.

-+* Queensland Treasury Corporation debt facility of $72,147,000 transferred with the assets.

3 ot A —
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10.

62

Waler sales
Water sales - WGM
Water sales - irrigators

- Water sales - other

Grants and olher cantribulions

Community Services Obligation (CSO)
Other grants

Project income
Businass Water Efficiency Program
Purified Recycled Water Program

Other revenue

Investment revenue
Consulting revenue
Lease ravenue
Other

Employee expenses

Wages and salarias

Employer superannualion contribution
Workers' compensation premium
Payroll tax

Other pérsonne expenses

ime equivalent basis are:
Number of employees
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Consolidated Consolidated Parent
1 July 2008 16 November 16 November
to 2007 to 2007 to
30 Juna 2009 30 June 2C08 30 June 2008
$000 $000 $000
264,085 - -
1,957 - -
- 19,248 1,072
266,042 19,248 1,072
2,045 - -
632 80 80
SR -1 & 80 80
18.514 8.178 -
. 667 -
18,514 8.845 :
10,837 4,908 250
458 87 -
1.276 799 -
9467 3652 3.345
: 22,038 9.446 3,595
26,559 5602 1.452
4,091 304 173
88 24 -
1,415 129 73
1,812 230 141
33,965 1,839
6.289

319

169

_The number of employees including both full ime empioyees and part time employees measured on a full

72
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11.

i2.

Employee expenses (continued)

Consolidated Consolidatad Parent
1 July 2008 18 November 18 November

to 2007 to 2007 to -
30 June 2009 30 June 2008 30 June 2008
$000 $000 $000

Executive remuneration

The number of senior execulives who received or were due to receive tolat remuneration of $100.000 and
more:

$120,000 (0 $139,999 . 1 .
$140,000 lo $159,999
$240,000 ta $259.999
$280,000 to $299,999
$300,000 1o $319,999
$440,000 to $459.999

PN a a N =
‘
s

The amount calculated as executive remuneration in this financial report includes the direct remuneration
received, as well as items not direclly received by executives, such as the movement in leave accruals
and where applicable, fringe benefits tax paid. This amount will therefore differ from advertised executive
remuneration packages which do not include the latter items.

Total remuneration of executives shown above 1.733 282 -

Total separation and redundancy payments
during the year to execulives : 74 - -

Supgplies and sarvices

Labour hire expenses 5219 545 381
Consultancies and Contractors 3.630 4,493 2,893
Energy 7.565 67 -
Information technology & communications 1.849 367 K}
Rapairs and maintenance 10,194 1.772 7
Supplies and consumables T 32341 1,522 385
Business Water Efficiency Program 19,621 8.728 -
Purified recycled water program - . 1038 . -
Biodiversity corridor 360 174 -
Other expenses 349 130 50

81,128 18,836 3,747
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13.

16.

&4

Depreciatioh and amorlisation
Bulldings

Infrastructure

Plant and equipment

Intangibles

Finance/Borrowing costs
Interest paid or payable to QTC
Compatitive neutrality fee
Other financial costs

Other expenses
Insurance

Internal audit fees
External audit fees
Rates and taxes
Other

Income tax

Cansolidated

Consolidated

SQWQ.001.002.0351

Parent

1 July 2008 16 November 16 November
to 2007 to 2007 to
30 June 2009 30 June 2008 30 June 2008
£000 $000 $000
3.202 478 2
26,108 2,843 751
1,561 407 33
510 260 -
31,381 786
132,247 19,112 13.673
21,606 - - -
920 . -
154,773 13,673
19,112
2,487 334 3
164 - -
154 144 50
2729 917 -
289 434. a1
_ 464
5,803 1.829

The difference between income tax expense provided in the {inancial statemenis and the prima facm

income tax expense is reconciled as follows:
Profit/{Loss before) income tax
Prima facie thereon at 30%
Less:
Tax impact of provision transfer
income tax under/{over) provided in prior year
Add:
Depreciation of assets (net)
Amortisation of intangibles

Total income lax expense/(credit)

Deferred tax credit

income tax (expensa)/credit from
continuing operations

FINANCIAL REPQRT FOR THE YEAR ENDED 30 JUNE 2009

2222 (12,435) (15.762)
668 (3.730) (4.729)

- (453) (453)

(185) - -
1,734 - -
113 - -
2,328 (4,183) (5.182)
(2,328) - 4.183 5,182
(2.328) 4.183 5,182
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2009 _ Consolidated
Land Buildings Infrastructure Plant and Work in progress Total
equipment

$000 $000 $000 $000 '$000 $000
Balance at 1 July 2008 77,638 26.478 502.419 3,582 48.287 658,404
Acquisitions as per transfer notices 319,564 44,474 744,849 7.675 242,896 1,359,458
Other addilions 1,249 - 153,293 4,409 106,257 264.208
Rev‘aluation increments 87,334 18.153 79.677 - - 185,164
Disposals . . (64) (565) . (629)
Transfers between classes (9 8.594 8,747 3 (17.335) -
Balance at 30 June 2009 485,776 97.699 1,488,921 15,104 379.105 2,466,605
Depreciation and [mpairment losses
Batance at 1 July 2008 (479) (2.842) (290) . (3611)
Depreciation for tha yeat . (3.202) (26,108} {1.561) . (30.871)
Transfars between classes ? {81} 81 - - -
Disposalg - 1 188 - 189
Balance at 30 June 2009 - (3.762) (28.868) {1,663) - (34.293)
Carrying amounts at 30 June 2009 485,776 93.937 1,460,053 13,441 379.105 2,432,312
Carrying amount under cost model
Cost 398,442 79.546 1.409.244 15,104 379.105 2281444
Accumulated depreciation - (3.063) {27.244) (1.663) - (31.970)
Carrying amount at cost at 30 June
2009 398,442 76,483 1.382.000 13.441 379.105 2,249,471
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17, Property, plant and equipment (continued)

2008

Balance at 16 November 2007

Acquisitions through business
combinations

Cther additions

Disposals

Transfers between classes

Batance at30 June 2008
Depreciation and impairment losses
Balance at 16 Novembar 2007
Depreciation for the period

Disposals

Balance at 30 June 2008

Carrying amounls at 30 June 2008
Carrying amount under cost model
Cost

Accumulated depreciation

Carrying amount at cost at 30
June 2008

Consolidated

SQWQ.001.002.0353

Land Bulldings -~ Infrastructure Plant and Work in pregress Total
equipment ’

soon $000 $000 $000 $000 S000
77,539 26.021 501,167 3.004 36.629 644,360
89 457 1.256 742 11.658 14,212
- ) {164} . (168}
77,638 26,478 502,419 3.582 48287 £58,404
- {479} {2,843} (407) - {3.729}
- - 1 117 - 118
- (479) {2.842) {290) - (3.611)
77,638 25,999 499,577 3,292 48,287 654,793
77.638 26,478 502,419 3582 48,287 658,404
- (479) {2.842) (290) - (3.611)
77,638 25,999 499 577 3.292_ 48287 654.793
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Noies to the financial statements

17. Property, plant and equipment (conlinued)

2008

Balance at 16 November 2007

Acqguisitions through business
combinations

Other additions

Disposals

Transfers between classes

Batance at 30 June 2008

Depreciation and impairment losses
Balance at 16 November 2007
Depreciation for the period

Disposals

Balance at 30 June 2008

Carrying amounts at 30 June 2008
Carrying amount under cest mode)
Cost

Accumutated depreciation

Carrying amount at cost at 30
June 2008

SQWQ.001.002.0354

Parent
Land Buildings infrastructure Plant and Work in progress Total
equipment '

$000 $000 $000 $000 -$000 $00C
8,615 253 68,663 546 36.071 114,148
- - 11 130 12076 12,217
8815 253 68,674 676 48,147 126,365
- 2) {751) (33) - (788)

- 2 {75%) 33) - (7886)
8,615 251 87.923 543 48,147 125,579
8615 253 68.674 676 48.147 126.365
- 2) (751) {33) - (786)
8615 251 67.923 643 48,147 125.579
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17. Praperty. plant and equipment (continued)

Property Plant and Equipmgnt valuations were determined by reference to valuation assessments undertaken
by State Valuation Services (SVS), Cardno Ply Lid and Herron Todd White as detailed below. The Board
resolved to adopt the valuations.

Valuation Summary 2008/09

Valuar Asseat Class Date of Valuation Valuation Total of
increase Revaluad
Assets
State Valuation 1 July 2008 and 18 '
Services {SVS) Land February 2009 $87,3332,838 $407,421 483
Cardno Pty Lid Infrastructure T .July 2008 $79,676,957 $823,253,212
Fair value on
transfer Bulidings 1 July 2008 $18,152,963 $62,626,780
Total $185.163,7861 $1,293,301,475
Land

Independent valuations of Land transferred between 1 July 2008 and 16 February 2009, were parformed by the
State Valyation Services (SVS) using the fair value principle. Current year additions are recorded at cost.

Land with a total value of $225,867,108 représenting reserve land or subject to a Deed of Grant in Trust
(DOGIT). is not included in the total of $485776,682. The land is retained by the Crown, however, the
econcmic benefit of this land accrues to the Entity and the land is administered by the Department of
Environment and Resource Management (DERM).

Infrastructure

The Enlity engaged Cardno Pty Ltd, an independent valuer, to assess the fair value of infrastructure assets
transferred as at 1 July 2008.

The revaluation has been conducted using a depreciated replacement cost approach consistent with AASB 116,
The 1 July 2008 transfer values were determined to support the Transfer Notices.

Curremt year additions post 1 July 2008 are recorded at cost.

Bulldings

The head office building al 240 Margaret Street, Brisbane has been recognised at fair value at 0t February
2008, Independent valuation was performed by Herron Todd White.

Current year additions are recorded at cost.

Fair value for buildings lransferred is based on the higher of transfer values and the allocaled values ascribed to
buildings as at 1 July 2008.

Plan! and Equipment

All planl'and aequipment Is measured at cost less accumuiated depreciation in accordance with Queenstand
Treasury's Non-Current Asset Policies for the Queensiand Public Sector (as amended).

Work in progress

Work in progress is measured at cost. Borrowing costs of $10.473,713 have been capilalised during Lhe year.
(2008: 5509.162).

&8 FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2009
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Queensland Bulk Water Supply Authority
Notes to the financial statements

18,

Intangible assels

2009

Balance at 1 July 2008
Additions

Transfers belween classes
Batance at 30 June 2009

Amortisation and impairment
losses

Batance al 1 July 2008

Amortisation for the year

Batance al 30 June 2009

Carrying amounl at 30 June 2009

Consoclidated

SQWQ.001.002.0356

Goodwill Software Other Software Work Total
Purchased Intangibles in Process

$000 3000 - $000 $000 5000

39,440 - 4,900 - 44 340

- 415 - 1.724 2,139

- 1,689 - (1,689) -

39.440 2,104 4,900 35 46,479

. . (260) . (260)

- {134) (376) . (5109

- {134} (636) - {770)

39,440 1970 4,264 a5 45,709
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18.

Intangible [continued)
2008 (Consclidated)

Balance at 16 November 2007

Acquisitions.through business
-combinations

Balance at 30 June 2008

Amortisation and Impairment
losses

Balance al 16 November 2007
Amortisation for the period

Batance at 30 June 2008

Carrying amounts at 30 June 2008

2008 (Parent)

Balance al 16 November 2007

Acquisitions through business
combinations

Balance at 30 June 2008

Amortisation and lmpairment
losses

Balance at 16 November 2007
Amortisation for the period

Balance at 30 June 2008

Carrying amounts at 30 June 2008

SQWQ.001.002.0357

Goodwill Sofiware Other Software Work Total
Purchased intangibles in Procéss

$000 $000 $000 $000 $000

39,440 - 4800 - 44.340

39,440 . 4,800 - 44.340

- - {260) - {260)

- . (260) . {260)

39,440 - 4,640 - 44,080

Goodwill Software QOther Software Work Total
Purchased Intangibles in Process

$000 $000 $000 $000 $000C

10,433 - - - 10,433

10,433 - - - 10.433

10,433 - - - 10,433
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© 19, |mpairment tesling for cash generating units

The carrying amount of assets, Including the goodwill (refer notes 17 and 18), aflocated to the cash-
generating unit (CGU) are set out below:

Entity Carrying Recoverabl  Surplus /
amount of e amount  {Deficiency
assets . )
$000 $000 $04Q0
cGu 2,478,021 2,584,987 106,966

2,478,021 2,684,987 106,966

The recoverable amount has been determined utilising the following key assumptions:

+ Previous external advice provided by Synergies, an Economic Consulting firm, to the Board regarding
a target-gearing leve! for the Entity has been adopted in the long term financial modelling and for
impairment testing purposes. The Board has adopted a target gearing level of 70% with the
assumption for modelling purposes that surplus cash will be applied to debt repayment in the first
instance. untll such time as the target gearing level is reached and thereafier. applied as dividends.

«  For impairment modelling purposes, the rate of return and the impairment rate applied to drought
assets are assumed lo move over time, incrementally adopting the methodology applied to non-
droughl assets on a pro rata basis. This assumption is consistent with moving toward a normal
regutatory environment and assumes a ten year adjustment period. This assumption will be reviewed
each year to take account of new information as it becomes available.

+ The Entity treats its business activities as a single CGU for the purposés of impairment tésting.

+  The Weighted Average Cost of Capital (WACC) provided by the Queensland Waler Commission
(QWC) on non-drought assets for 2009/10 assumes interest rate immunisation, This impacts both the
eaming rate and the impairment rate on non-drought assets because of reduced risk. As the Entity
enters Inlo a more normal regulatory environment in the future, it is expected that the interest rate
immunisation would cease (and possibly be replaced by hedging strategies). This movement from an
immunised to a non-immunised position is assumed to occur-from year two of the mode! with the
earnings rate and impairment rate adjusted accordingly.

» The model makes provision gach year far receipt of @ return on waorking capital in line with normal
regulatory practice as part of the revenues received by the Entity. This is confirmed by the QWC
decision on behalf of the pricing regulator to allow for a return to the Entity in 2008/09 for the lag in
receipt of payments (average 60 days) with an offsetting provision for the lag hetwéen the Entity
being Involced and paying for the goods or sarvices (set at 25 days).

+ Cash flows were projected utilising the methodclogy currently set by the QWC, on behalf of the price
regulator, for both drought related and non-drought related assets and applied to the regulatory asset
base. The prices used 1o determine revenues are based an a rate of return that Is set at 9.95% for the
first two vears and 10.46% subsequently (2008:10.16%) for non-drought related assets and rates
specific to the assets for drought assets ranging from 6.10%-6.87% (2008:6.88%) and adjusted for
inflation of 2.5% per annum. Cash inflows incorporale net revenues generated from requlated
revenue as discussed above as well as other revenue sources including hydro electric power
generaling revenue. These other revenue sources relate diractly to the respective CGU based on
management's best estimate of future cash flows having regard to historical performance, contraciua
cash flows as well as expeclations about possible varialions in the amount and timing of these future
cash flows.

QUEENSLAND BULK WATER SUPPLY AUTHORITY [QBWSA) TRADING AS SEQWATER ANNUAL REPORT 2008/09 "
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» Cash fiow {orecasts were estimated for a period of 30 years using the building blocks approach, and
then extrapolated in perpetuity utilising the Gordons Growth Model. The pricing mechanism is based
on the regulatory assel base which assumas a remaining useful life for depreciation purposes of 62
years for the initial transche of assets and specific depreciation periods relating to drought assets.

» The discount rale was calculaled using the WACC and Capital Asset Pricing Modet (CAPM)
framework. The 10.46% return on capital was tested to ensure that it tncorporated current markel
conditions and the riskiness of the cash flows. The rate was adjusted to reflect the barrowing capacity
of the enmy the removal of interesl rate risk, low reﬂnancing risk and short term contracts in place.
The. resullant discount rate applicable for non-drought assets was 9.61%. This rate was further
adjusted for the removal of the competitive neutrality fee in the case of drought assets. For drought
assets, the appropriate discount rate was 6.90%.

» Expenditure necessary to maintain or sustain the performance of the assets has been taken into
account when estimating the net future cash flows as it is deemed maintananca n nalure.

» The vatuation model was analysed by independent third parties. The model and the validity of the
assumptions adopted were found to be rigorous. A sensitivity analysis was conducted to identify the
valuation effect of changes in key value drivers being:

o Internal drivers ~ asset lives, capilal expenditure, non-requlated income; and
o External drivers — regufated assel base, discount rate and inflation.

+ The assumptions concerning the internal drivers were in line with management's current business
strategy. For the external drivers, the valuation was most sensilive to the discount rate and the
ragulated asset base.

The values assigned to the key assumptions represent the Enlity's assessment of future trends in the
water industry and are based on both external sources and infernal sources (historical data).

Inherenl uncertainty

The above estimates are particularly sensilive to changes in the prices set by the QWC on the water
assets. The methodology has been initially set by the QWC, in relation to the Entity's two year contract
with the Water Grid Manager, and assumptions. regarding the impact of a reasonably possible change in
the regulatory environment after this period have been adopted as detailed above. At this point in lime,
the Queensland Government has not yet determined the pricing mechanism post 30 June 2010,
Therefore, there is significant uncertainty with what form the pricing mechanism may take post 30 June
2010. Shoutd the pricing provided by the Regulator be reduced or if the pricing on assels acquired or
constructed in the future is insufficient to generate a commercial return, an impairment may arise and
could have a significant effect on the carrying value of the assets in future periods. While a number of
modelling scenarios have been run @nd considered by lhe Board, the assumplions listed above have
been adopted as reasonable, given the absence of future certainty. Without additionat information in
relation to any actual changes to the methodology and with the uncertainty of what form the pricing
mechanism may take post 30 June 2010, the Entity has relied on the reasonableness of ils assumptions
in completing its impairment testing.
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Consolidated Consolidated Parent
2009 2008 2008
$000 $000 $000
20. Trade and other receivables

Current ) )
Trade debtors . 1071 3,165 287
Less: Provision for impairment (443 - -
1,027 3,165 287
GST receivable 3,087 974 685
GST payable ‘ (2,609) (66) {9)
. 1.378 908 676
Recelvable from subsidiary (SEQWater) - ‘ - 49
Other receivables 22,792 8.036 5,251
22,792 8.036 5,300
Total 25,197 12,109 6.263

Non-current
Other debtors - 3 .
Total - 3 -
21. Invantories

Chemicals 1,248 - .
Other 534 151 151

. 1,782 151 151

22. Other current assets '
Deposit paid 11.168 - -

Prepayments 11 694 -
Total 12,077 694 -
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23, Tax assets and liabililies

{a) Recognised deferred tax assets and liabilities

Deferred tax asgsets and liabilities are attributable to the following:

SQWQ.001.002.0361

2009 Consclidated
Assats Liabilities Net
$000 £000 $000
Property, plant and equipment - {134,583)  (134,583)
intangibles - - -
Borrowings - {791) (791)
Provision for employee benefits 1,169 - 1,161
Superannuation 10 - 10
Tax losses 2630 - 2,630
Lake Baroon funding 350 - 350
Accrued expenses 266 - 266
Other items 177 - 177
Tax assets (liabililies) 4,594 (135,374) (130,780)
2008 Consolidated

Assets Liabilities Net

$000 $000 $000

Property, plant and equipment . (78,480) (78,480)
intangibles . (1,392) {1.392)
Borrowings . (1.015) (1,015)
Capitalised expenses 16 - 18
PRW unearned revenue 71 - 71
Provision for amployee benefits 882 - 882
Superannuation contribution 1 - 1
Tax losses 6,933 - 6,933
Other items 81 - 81
Tax assets (liabilities) 7,984 {80,887) {72.903)

The components of this balance have been restated due to prior period adjustmants. Refer to Note 39.

2008 ' Parent

Assels Liabilities Net

_ $000 $000 $000

Froperty, plant and equipment 25 - 25
Provision for employee benefits 499 - 499
Superannuation contribution 1 - i
Tax losses 6,933 - 6.933
Other items 71 - 71
Tax assets 7828 - 7,528
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23. Tax assets and liabililies (continued}
{b) Maovemenl in temporary differences during the year
Consolidated

2008 Recognised in  Acquired in - 2009
profit or loss equity
$000 $000 $000 $000
Propetiy, plant and equipment (79.894) 860 (55.549) (134.583)
Intangibles - . - - -
Borrowings : {1.015} - 224 Co- {791)
PRW unearned revenue 71 {71) - -
Provision for employee 882 . 279 - 1,161
benefits '
Superannuation 1 9 - 10
Tax losses 6,955 {4,325) - 2,630
Lake Baroon funding: - 350 - 350
Accrued expenses - 268 - 266
. ' Other itams g7 80 - 177
{72.903) (2,328) (65.549) (130,780)
Consolidated Consolidated Parent
2009 2008 2008
$000 $000 $000
24. Cash and cash eqgiivalents
{a) Cash and eash equivalents
Cash on hand . 5 1 -
Bank balances 20,841 8,205 6,135
Short term deposits with QTC 88,762 140,238 -
Cash and cash equivalents in the Cash
Flow Statement 109,608 148,444 6,135

{b} Reconciliation of cash flows from aperating activities

Cash flows from operating activilies

. Loss for the year (107) (8,252) {10,580)
Adjustments for;
Depreciation 30.871 3,728 788
Amortisation of intangible assels 510 260 .
Loss on sale of property, ptant and equipment 180 18 -
Income tax expense/(credit) 2,328 (4,183) (5,182)
Doubtful debts expenses 44 - -
Change in assets and liabilities
Change in trade and other receivables (12.636) {4.868) {3.567)
Change in inventories (1.630) (151) {151}
Change in GST input tax credits receivable (3.012) (653) {685)
Change in repayment (218) - -
Change in trade and other payables 10,267 {2,948) 1,791
Change in provisions and employee benefils 5,687 485 267
Change in unearned revenue {18,661) - -
Change in interest payable 69.726 12,895 13.613
Change in GST payable 2,543 (104) 9
Net cash from operating activities 85,892 (3.770Q) {3,719)
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Notes to the financial statements

24,

Cash and cash equivalaents (continued}

(¢) Funding facllities

Drawn
Unused
Total Facility

{(d} Credit standby arrangement
Drawn

Unused
Total Facility

25. Interes! hearing Liabililies

No assets have been pledged as security for any liabilities.

Current

QTC - Working capital facility

QTC - Loans

QTC - Market valuation at acquisition

Total

Non-current
QTC - Loans
QTC -~ Markel valuation at acquisition

Total

SQWQ.001.002.0363

Consoclidated Consolidated Parent
2009 2008 2008
$000 $000 $000

1,595,000 738,452 548,835
97.000 7,000 -
1,692,000 745,452 548,835
- 6,535 6.535

10.000 3,465 3,465
10,000 10,000 10,000

- 6,535 6,535

32,875 - -
(374) - -
32.501 6,535 8,535
2,075,440 735,300 542,300
(2,261) - (3.383) -
2,073,179 731,917 542,300

Ali borrowings are in Australian doflar denominated amounts and carried at amortised cost, interest being
expensed as il accrues. The amount of $41,805.004 has been capitalised during current year (2008:
$14.154.922). There -hava been no defaults or breaches of the ican agreement during the year.

The Weighted Average of QTC borrowings as at 30 June 2009 is 7.81%. Interest payments are made quarterly

in arrears at rates ranging from 6.10% to 8.23%.

The fair value of the borrowings as al 30 June 2009 was determined by QTC to be $2,168,000,676
(2008:$724.738.860). The fair value is calculated using discounted cash flow analysis and the effective interest

rate.

No fair value adjustment was made to the carrying amount of the borrowings during the year {2008: $0).

7é
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25. interest bearing liabilities (continued)
Terms and conditions of outstanding Joans were as follows:

SQWQ.001.002.0364

Carrying amount Fair Value

_ ‘ , $000 $000

QTC - Water Infrastructiure Debt Pooi 7475 6,763
QTC - CSP Post 1 July 08 Debt Pool 1,151,227 1,194,940
QTC — CSP Pre 1 July 08 Debt Pool 538,852 553,906
QTC ~ BCC Aquifier Debt Pool , 54.695 55,070
QTC — Cabooliure Aquifier Debt Pool 44,036 43 620
QTC — Cedar Grove / Bromelton Debt Pool 72160 74 242
QTC - Hinze Dam Debt Pool 200,952 200,359
QTC - EMA Debt Pool 38918 39,101
Total ' 2,108,315 2,168,001

On advice from QTC, repayments have been assumed to include interest plus a fixed return of principal. On this

basis, all debt wlll be repaid by January 2071.

As at 30 June 2008, $191,253,581 was held by the Entity in the QTC Redraw Facllity, offsetting the Entity’s debt
batance and available for use by the Entity in the future, consisient with AASB 139 AG 62. Refer to Note 3 (b).
The funds hekl in the Redraw Facility by the Enlity are deemed not to trigger a debl restructure. As a
consequence, no market value adjustment has been recognised in the Entity’s Financial Statements.

Consolidated Consolidated Parent
2009 2008 2008
, 000 $000 $000
26. Employee beneliis
Current
Salaries and wages accruad 1570 a73 155
Liability for long service leave 296 151 100
Liability for annual leave 1,899 925 348
Liability for sick leave - 11 11
Total 3.785 1,960 614
Non-Current
Liabitity for long-service loave 4,581 1,363 897
Liability for annual leave 987 221 221
Liability for sick leave 6 87 87
Total 5,554

L] A

1,205

Refer to Note 11 for detalls of the amount of superannuation contributicn paid by the Entity (o the

superannuation funds in respect of this year for the benefit of the employees,
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26, Emplayee benefits (conlinued)
Local governmeni superannuation scheme - LG Super

Thiz Enlity contributes to LG Super for its employeas. LG Super is a Multi-employer Plan as defined in the
Austrafian Accounting Standard AASB 119 Employee Benefits. LG Super has two elements referred to as
the Defined Benefits Fund (DBF) and the Accumulation Benefits Fund (ABF).

The ABF is a definad contribution scheme as defined in AASB 119. The Entity has no {lability to or
interest in the ABF other than the payment of the statutory contributions as required by the
Cammonwealth Superannuation industry (Supervision} Legislation (SIS Regulations).

The OBF is a defined benefit-plan as defined in AASB 119. The Entity is not able to account for the DBF
as a defined henefit plan in accordance with AASB 119 because LG Super is unable to account to the
Entity for its proportionate share of the defined benefits obligation plan assets and cosis.

Under amendments to the Local Government Act passed in June 2009, the trustee of LG Super has the
pawer to levy additional contributions to the member entities that have employees in the DBF when the
actuary advises such additional contributions are payable — normally when the assets of the DBF are
insufficient to meet members' benefits. Clause 56(e) of LG Super Trust Deed indicates that any increase
in the contribution Is limited to 6% of the relavant employee’s salary.

Iri its lstter to the Entity dated 25 November 2008, the trustee advised that there is no provision within LG
Supers Teust Deed or the Local Government Act which requires the Entity to make any contribution on
behalf of the members of the DBF other than the 18% conltribution required under section 1182 of the
Local Government Act. Under the current provisions, the Entity has no Hability in the event of a shartfall in
funding of the DBF.

Any amount by which either fund is over or under funded would only affect future benefits and
contributions to the DBF, and would not be an asset or liability of tha Entity.

Accordingly there is no recognition in the financial statements of any over or under-funding of the
scheme.

The audited general purpose financial report of LG Super as at 30 June 2008 (the most recent available)
which was not subject to any audit qualification, indicatés that the assets of LG Super are sufficient lo
meet the accrued benefits.

The general purpose financial stalements disclosa that the most recent actuarial assessment of LG Super
was undertaken as at 1 July 2006. The actuary indicated that without improvements to benefit conditions,
or other unanticipated events, current contribution rates would be sufficient to meet members benefit as
they accrue.

The Queenstand Local Govermment Suparannuation Board, the trustee of the schems, advised lhat LG
Super was a complying superannuation scheme for the purpose of the SIS Regulations.

78 FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2009



SQWQ.001.002.0366

Queensland Bulk Water Supply Authority
Notes to the financial statements

26. Empioyee benelits (contlinued)
Brisbane Cily Council Superannualion Plan - City Super

The Entity has six defined bensfit (Part A) members in the Brisbane City Council Superannuation Plan
(City Super) with total vested benefits of $1,813,510 as at 30 June 2008. Part B mambers participate in
the accumulation superannuation fund.

City Super has been declared “Technically insolvent” which means that assets were lower than Minimum
Requisite Benefits as described in the SIS Regulations as at 21 November 2008. A Spetial Funding and
Solvancy Certificate has been issued by the Trustee of the fund.

The Special Funding and Solvency Cerificate required the Entity to make additional empicyer
contributions of $10,000 per month for 3 years from 1 March 2009 to 28 February 2012 and 1% extra of
members' sajary from 1 January 2009.

The current amployer contribution requirements are as follows:
1. In respect of Part A members:
+ 14% of members’ salaries from 1 January 2009; plus
»  $10,000 per month for the three years from 1 March 2009 - 28 February 2012.

»  5.B8% of salaries for those part A members in respect of whom the employers pay the
member's 5% contribution by way of salary sacrifice.

2, In respect of Part 8 members:
= 14% af members' salaries for permanent empicyees; and
= 9% of salaries for casual employees.

Consolidated Consoglidated Parant
2009 2008 2008
$000 §000 $000
27. Trade and other payables
Currant
Trade creditors 658 829 724
Cther 25,460 9,688 5,989
Total _ 26,118 10,517 6,713
Nan-current
Iintercompany payable - 1,891
Other payables - 1 00? 1,089 -
Total 1,007 1,089 1,891
28. Cther current liabilities
Current
Unearned revenue - 148 .
Business Water Efficiency Program 18,880 37.394 -
Security deposits ‘ 32 a3 -
Other payables ' 180 - -
Total ) 19,092 37,575 -
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29. Asset revaiuation reserve

SQWQ.001.002.0367

Land Building infrastructure Total
3000 $000 000 $000
Balance at 1 July 2008 - - - -
Revaluation Increments 87,334 18,153 79877 185,164
Deferred tax liabilities (26.200) {5.446) {23,903) {55.549)
55,774 129,615

Balance al 30 June 2009 61,134 12,707

30. Financial instrumenis

{a) Categorisation of financtal instrumenls

The Entity has the following categories of financial assets and financial liabilities:

Consolidated

Category Note

Financial Assets

Cash and cash equivalents 24 109,608
Receivables : 20

Consolidated Parent

2008 2008

£000 $000
148,444 6,135
12,112 6,263

Total 1 34,877(?75

160,556 12,398

Financial Liabilities

15,247 10,423
738,452 548,835

Payables - 2627
Other financiat liabifities - QTC borrowing 25 2,108,315
Total 2,144,759

753,699 559,258

{b) Credit risk exposure

The maximum exposure to credit risk at balance date in relation to each class of recognised financia!
asset is the gross carrying amount of those assels Inclusive of any provisions for impairment. No
collateral is held as security relating to the financial assets held by the Entity.

The following (able represents the Entity’s maximum exposure to credil risk based on contractual

amounts net of any allowances:
Maximum exposure to credit risk

148,444 6,135
12,112 6,263

Category Note

Cash and cash equivalents 24 109,608
Receivables 20

Total 134,805

160,556 12,398

No collateral is held as security and no credit enhancements relate o financial assets held by the Entity.

No financiai assets and financial liabilities have been offset and presented net in the Balance Sheet.

The method of calculating any provisionat impairment for risk is based on past experience.

The recognised impairmant provision for receivabies is $44,471 for the current year (2008:30).

No financial assets have had their lerms renegotiated so as to prevent them from being past due or

impaired, and are stated at the carrying amount as indicated.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

30.

Financial instruments (continued)
Aging past due, but not impaired, as well as impaired financial assets are disclosed in the following
tables:
Consolidated Consoclidated Parent
2008 _ 2008 2008
Gross Impairment Gross  tmpairme Gross Impairment
nt
Receivables $000 $000 $000 3000 $000 $000
Not past due 25,079 - 12,093 - 6.263 -
Past due 0-30 days - - 3 - - -
Past due 31- 60 days 63 - 18 - - -
Past due 61- 90 days 13 - - - - -
More than 91 days 86 44 - - - -
25,24 44 12,112 - 6,263 -
1
(c) Liquidity risk
The Enlily is exposéd to liquidily risk In respect of its payables and borrowings from QTC.
The following tables set out the liquidity risk of firancial liabitities held by the Entity. It represents the
contractual maturity of financial liabilities, calculated based on cash flows relating {o the repayment of
the principal amount outstanding at baiance date. ‘
2009 Consolidated
_ ) Payable in Total
Financial liabilities <1 year 1-5 years >5 years
$000 . $000 $000 $000
QTC Borrowings - Loans 150,159 597,783 2,169,205 2917147
Trade and other payables 29,883 704 6,229 36,816
180,042 598,487 2,175,434 2,953,983
2008 Consolidated
Payable in Tetal
Financial liabilities <1 year 1-5 years >5 years
5000 $000 . $000 $000
QTC Borrowings — Loans 339,965 602,353 5555241 6,497 559
QTC Borrowings —
Working Capital Facility 6616 - - 6,616
Trade and other payables 13.576 - 1.671 15,247
5,556,912 6,519,422

360,157 602,383
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82

Financial instruments (continued)

SQWQ.001.002.0369

2008 Parent
Payabia in Total
Financial liabilities <1 year 1-6 years >5 years
$000 2000 $000 $000
QTC Borrowings — Loans 154,715 602,353 5 555,241 6,312,309
QTC Borrowings -
Working Capital Facility 6.616 - - 6.616
Trade and other payables 7,327 1,891 1,205 10,423
168,658 604,244 5,556,446 6,329,348

(d) Markelt risk

The Entity does not trade in foreign currency and is not materially exposed to commodity price ranges.
The Entity is exposed (o interest rate risk through borrowings and investment wilh QTC and cash
deposited in interest bearing accounts.

Sensiiivity analysis

The following sensitivity analysis depicts the cutcome to profit and loss if interest rates would change by
+{- 1% from the year-end rates applicable to the Entity's financial assets and liabilities, The calculations
assume that the rate would be held constant over the next financial year, with the change occurring at
the beginning of that year. This is mainly attributabta to the Entity’s exposure to variable interest rates

on its borrowings from QTC.

2009

Cash and cash equivalents
QTC Borrowings — Loans
Ovaralf effect on prof:t and
equity

Consolidated

-1% + 1%
Net carrying Profit Equity Profit Equity
amounts
$000 $000 $000 $000 $000
109,608 (1,096) (1,086) 1,098 1.096
2,108,315 1,761 1,761 (1,761} (1,761)
6885 685 (665) (665)

The Entity's sensitivity to interest rate movements has increased in the current year due to increased
borrowings for new capital projects.

2008

Cash and cash equivalents
QTC Boarrowings - Loans

QTC Borrowings — Warking
Capilal Facility

QOverall eifect on profit and
equity

Cansolidated

-1% + 1%
Net carrying Profit Equity Profit Equity
amounts
$000 3000 $000 $000 $000
148,444 {1.484) {1.484) 1,484 1,484
{731.917) 634 634 {B34) {634)
(6.535) 65 65 {65) (65)
(785) {(785) 785 785
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30.

Financial insiruments {confinued)

2008

Cash and cash equivaients
QTC Bomowings - Loans
QTC Borrowings — Working

- Capital Facility
Overall effect on profit and

equity

Falr value

SQWQ.001.002.0370

Parenl
- 1%
Net carrying Profit Equity Profit Equity
amounts

$000 5000 $000 - 8000 $000

6,135 {61) {61) 61 61
{542,300) 460 460 (460) (460)
{6.535) 65 65 (65) (65)
464 464 (464) (464)

The camrying amounts of all finaricial assets.and financial fiabilities, except the borrowings from the QTC
are represeniative of thelr fair value. The fair value of the borrowings is calculated using discounted
cash flow analysis and the effective interest is disclosed below:

2009

QTC Borrowings — Loans
QTC Borrowings - Working
Capital Facility

2008

QTC Borrowings — Loans
QTC Borrowings — Working
Capital Facility

2008

QTC Borrowings - Loans
QTC Borrowings ~ Working
Capital Facility

Consclidated

$000 $000
Carrying amount Fair value
2,108,315 2.168.000
2,108,315 2,168,000
Consolidated
3000 $000
Carrying amount Fair value
731,917 721,230
6,535 6538
738,452 727,765
Parent
$000 $000
Carrying amount Fair value
542,300 535,980
6,535 6,535
548,835 542 515
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Queensland Bulk Water Supply Authornty
Notes to the financial statements

Consoclidated Consolidated Parent
2009 2008 2008
$000 3000 $000
31. QOperating leases
(i} Leases as lessee
Non-cancellable operating lease rentals are
payable as follows:
Less thar one year 37 105 -
Batween one and five years 74 250 .
Mare than five years - - -

111 355 -

{(ii}) Leaszes as lessor
Non-cancellable cperaling lease rentals are receivable as follows:

Less than one year 847 261 -
Between one and five years 1.886 58 .
More than five years 1.621 - -

4,354 319 -

The Entity rents out office space in its head office building.

32. Capital and other commitments

Contracted but not yet provided for and payable:

Within one year 132,619 29212 29,212

QOne year and no later than five years 68,685 - -

. More than five years - . .
201,304 : 29,212 29,212

33. Contingencies
Under lhe State Government Transfer Notice dated 27 February 2008, the specified net assets of
AquaGen {including the Stage 2 Trunk Main Frojéct Construclion Contract) were transferred lo the
Entity. A claim has been made by a Contractor (now In liquidation), in relation to the Stage 2 Trunk Main
Préject Construction Contract. In an adjudication process an adjudication order was made against the
Entity for a sum in excess of S11M.

On 18 March 2009, the Entity made payment to the Court (as advised by its legal representative) of the
amount $11,165,820.61 as a security payment required under section 31(4)(b) of the Building and
Construction lndustry Payment Act. As the matter is still subject to legal process and is not resolved at
30 June 2009, the Entity cannot reliably measure the quantum of liabilities in respect of the dlspule and
no liability has been racognised in the Financial Statements. Refer 1o Note 22
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Queensiand Bulk Water Supply Authority
Notes to the financial statements

34. Segment reporting
The Entily operatas in the Water Supply Industry in the South East area of Queensiand.

35, Controlled entities

Farent and ultimate controlling party Country of Ownership
establishment interest
fincorporation

Entity

Queensiand Bulk Water Supply Authority Australla -

Subsidiary '

South East Queensland Water Corporation Limited Australia 100%

The Queensland Bulk Water Supply Authority is controlled by the State of Queensiand which is the
ultimate parent.

During the year, the Entity made a contribulion of $41,518 to SEQWater to fund the Directors’ fees and
other expenses.

At 1 July 2008 afl of SEQWater's assets, Habllities, instruments and personne! transferred {o the Entity at
their carrying values recorded in the financial report as at 30 June 2008. Refer to Note 2(d)(I.
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Queensland Butk Water Supply Authority
Notes to the financial statements
36. Related parlies

Key management personngl compensation

{a) Board Members

Board members' fees include fees paid for membership of the Audit Committee and a Task Force. The Board members who were paid, or were due 1o

be paid direclly or indirecty from the Entity were:
Consolidated

1 July 2008 to 30 June 2009

Consolidated

16 November 2007 to 30 June 2008

Parent

16 November 2007 to 30 June 2008

Salary and Superannuatio Salary and Superannualion Salary and Superannualion
Fees n Contribution Fees Contribution Fees Contribution
$ $ 5 $ 3 5
S.A. Chaplain 111,993 10,079 36,000 3.240 33,333 3,000
T. Fenwick 12,792 42,435 16,667 1,500 15,000 1,350
L. Bond 50,667 4 560 16,667 1.500 15,000 1,350
M. Boydell §9,651 5,369 16,667 1,500 15,000 1,350
\. Fraser 57,654 5,189 16,667 1.500 15,000 1,350
292,757 67,832 102,668 9,240 93,333 8,400

Boarg member M Boydelt resigned on 18 June 2009.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

36. Related parties (continued)
(b} Loans to key management personnel

None of the key managemant personnel have personal loans with the Enlity oulstanding as al 30 June
2009.

{g) Other key management personnel transactions
Key management personnel have not conducted transactions with the Entity during the year.

John Orange is engaged as a.consultant through Orange and Associates Pty Lid to provide services in
relation to the Executive General Manager Business Services rola. Mr Orange s also a Board Member of
Queensland Bulk Water Transport Authority {trading as LinkWater) and a Non-Executive Director of
Southern Regional Water Pipeline Company Pty Ltd (trading as LinkWater Projects).

{2} Board Members’ transactions

Tom Fenwick is a Director of Queensland Water tnfrastructure Pty Lid (QWI). The Entity has acquired
assets from QWI, namely Cedar Grove Weir and Bromeilon Weir Offstream storage. Refer to Notes
2(d)(ii) and 6. Tom Fenwick has been a Director of SEQWater since September 1999. The Enlity
acquired the assets, liabilities instruments and personnel of SEQWater on 1 July 2008 pursuant to a
gazetted Transfer Nolice.

Leeanne Bond is a Director of Tarong Energy Corporation Limited (Tarong Energy). Tarong Energy was a
customer of SEQWaler up to 30 June 2008. Leanne Band was also Chair of the Brisbane Water Advisory
Board of Brisbane City Councll (BCC). BCC was a customer of SEQWater up to 30 June 2008. The
Entity acquired certain assets and employees from BCC on 1 July 2008 pursuant to a gazetted Transfer
Notice.

Annabelle Chaplain has been a Director of SEQWater since September 1899. The Entity acquired the
assets, liabllittes instruments and personnel of SEQWater on 1 July 2008 pursuant {0 a gazetied Transfer
Notice.

Mary Boydell was appointed as the Commissioner of the Queensland Water Commission on 18 June
2009. Mary Boydeli resigned as a Member of the Enlity's Board and as a Director of SEQWater on 18
June 2009,
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Queensland Bulk Water Supply Authority
Notes to the financial statements

36,

37.

Related parties (continued)
{(f) Transactions with olher related parties
Total revanue from WGM is $271,630,985 which includes a receivable of $22,603,790 (2008: $0).

QTC, a Queensland State Government owned corporation, providad loan debl funding to the Entity under
normal commercial terms and conditions. Refer to Note 25.

On 1 July 2008, specified assets transferred from DERM for a consideration of $252,000. Refer {o Notes
2(d)(ii) and 6.

On 1 July 2008, Speclﬁed assels, liabilities, instruments and persoentel transferred from SunWater for a
consideration of $77.692,716. Refer to Notes 2(d){ii) and 6. The total amount paid and payable to
SunWater during the-financial year was $4,913,332 (2008: $0).

On 30 June 2008, specified assets and a Queensland Treasury Corporation (QTC) debt facility
transferred from Queenstand Waler Infrastructure Pty Lid {QWI). Refer to Note 2(d)(ii} and 6.

The Entity received $0 million (2008: $25,000,000) from the State Government for the Business Water
Efficiency Program.

The lollowing entities have the same controlling entity as the Queenstand Bulk Water Supply Authority,

and therefore are considered to be related parties. During the yéar, there were no business transactions
with these entities:

. The Queensland Bulk Water Transport Authority trading as LinkWater.
. The Queenstand Manufactured Water Authority trading as WaterSecure.

From tima to time, the Queensiand Bulk Water Supply Authority procuras services from a number of
Queensland Government departments on normal commercial terms.

All other amounts are set out in the respective noles to the financial statements.
(g) Transactions with Queensiand Government

The Entily received the amount of $208,084.000 as contributed equity from the Queensland Government
on 5 February 2009. Rafer to Note 3(q).

Subsequent events

The transfer of the Wivenhoe to Esk pipeline asset and associated debt from Western Corridor Recycled
Water Pty Ltd of approximately $6.53 million occurred in August 2008, as per a Direction from
Queensland Treasury.

On 19 August 2009 the Entity received a notification from Queenstand Water Commission that the July
2009 invoice needs to adjust for the recovery of $4,699,603 relating to the interest paid on Cedar Grove
and Bromelton Offstream storage. This cost was recorded as a pass through cost to the Water Grid
Manager in the 2008-09 financial statements.

As the proposed Water Grid Charges for 2009-10 are still sudject to Ministerial approval and because the
Ministerial decision is subject to a review period during which the Entity may make submissions on
matters of differing interpretation, no changes have been made to the 2008-09 financial report.
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Queensland Bulk Water Supply Authority
Notes to the financial statements

38. Audilor's remuneration

Consolidated Consolidated Parenl
1 July 2008 18 November 16
to 2007 to 30 November
June 2008 2007 te 30
30 June 2909 ) June 2008
$000Q $000 $000
Audit services
Auditors of the Entity: Queensiand Audit Office
- Audit and review of financial reports ' 154 144 50
154 144 50

There are no non-audit services included in this amount,

39, Prior period adjustments

The $4,031,044 decrease in the Deferred Tax Liahility (DTL) arose as a resull of the lax consolidation
calculations performed on the acquisiion of the SEQWater by the Enlity. These calculations were
performed after the 2008 financial statements had been finalised as part of the preparation of the 2008
consolidated NTER return.

The decrease in the DTL primarily related to the increase in the tax base of the land and intangibles as a
result of the calculations. Previousty a significant DTL existed for both asseis in SEQWater as a result of
book revaluations. The tax consolidation process effectively increased the tax base of these assels to
their market value eliminating this DTL.

Further, the unearned revenue disclosed in the Balance Sheet at 30 June 2008 was overstated by
$318.:470.

The adjustments included are as follows:

+» Decrease in unearned revenue by $318,470.

» Decreasein DTL by $4.031,044.

+ Increase in retained earnings by $4,349,517.
Thase adjustments hava been reflected in the accounts.

40. Economic dependéncy
There is an agreement with the Waler Grid Manager up to 30 June 2010 to provide revenue for a relurn

on and of assets and pass through costs. A new agreement will be negotiated with Queensland Water
Commission.

The Queensiand Government remains commitied to providing ongoing support (o the Entity. This
commitment was recently reaffirmed in a letter from the Hon. Andrew Fraser MP, Treasurer and Minlister
for Employment and Economic Development, received by the Entity on the 7th of August 2009, in which
the Treasurer reaffirmed that the Government remains strongly committed to ensuring that the Entity
remains solvent at all times and thus able to provide essential services to South East Queensland.
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Queensiand Bulk Water Supply Authority

Certificate of Queensland Bulk Water Supply Authority for the year ended 30
June 2009

These general purpose financial statements have been prépared pursuant to section 46F(1) of the Financial
Administration end Audit Act 1977 (the Act), and other prescribed requirements. In accordance with section
48F(3) of the Act we certify that in our opinion:

a) the prescribed requirements for eslablishing and keeping the accounts have been complied with in alf
material aspects; and

b) the statements have been drawn up to present a true and fair view, in accordance with prescribed
accounting standards, of the transactions of Queensiand Bulk Water Supply Authority and its controlled
entities for the financiat year ended 30 June 2008 and of the financial position at the end of that year.

Annabefle Chaplain Pater Borrows John Qrange

Chairman o Chief Executive Officer Acting Executive General Manager

fupls, =

Signature Signature | Signature

. Date /¢ od’/.zw‘:) Date 28'/03'/7«00? . Date 2%x/0R/28%4
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INDEPENDENT AUDITOR'S REPORT
To the Board of Queensland Bulk Water Supply Authority
_Matters Reiating to the Electronic Presentation of the Audited Financial Report

The auditor's. report relates to the financial report of Queensiand Bulk Water Supply Authority for
the financial year ended 30 June 2009 included on Queensland Bulk Water Supply Authority's
weabsite. The Board is responsible for the integrity of the Queensland Bulk Water Supply Authority's
website. | have not been engaged to report on the integrity of the Queensiand Bulk Water Supply
Authority’s website. The auditor's report refers only to the statements named below. It does not
provide an opinion on any other information which may have been hyperlinked toffrom these
statements. If users of the financial report are concerned with the inherent risks arising from
electronic data communications they are advised to refer to the hard copy of the audited financial
report, available from Queensland Bulk Water Supply Authority, to confirm the information included
in the audited financial report presented cn this website.

These matters aiso relate to the presentation of the audited financial report in other electronic
media including CD Rom.

Report on the Financial Report

| have audited the accompanying financial report of Queensland Bulk Water Supply Authority, which
comprises the balance shest as at 30 June 2009 and the income statement, statement of changes
in equity and cash flow statement for the year ended on that date, a summary of significant
accounting policies, other explanatory notes and certificates given by the Chairman, Chief
Executive Officer and Acting Execulive General Manager — Business Services of the consolidated
entity comprising the Board and the entities it controlied at the year’s end or from time to time
during the financial year.

The Board's Responsibliity for the Finaencial Raport

The Boardis responsible for the preparation and fair presentation of the financial report in
accordance with prescribed accounting requirements identified in the Financial Administration and
Audit Act 1977 and the Financial Management Standard 1997 including compliance with applicable
Australian Accounting Standards (including the Australian Accounting Interpretations). This
responsibility includes establishing and maintaining intemal controls relevant to the preparation
and fair presentation of the financial report that is free from material misstatement, whether due to
fraud or error, selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances. -

Auditor's Responsibifity

My responsibility to express an opinion on the financial report based on the audit is prescribed in
the Auditor-General Act 2009. This Act, including transitional provisions, came into operation on
1 July 2009 and replaces the previous requirements contained in the Finarnicial Administration and
Audit Act 1977.

The audit was conducted in accordance with the Audilor-General of Queensland Auditing
Standards, which incorporate the Australian Auditing Standards. These auditing standards require
compliance with relevant ethical requirements relating to audit engagements and that the audit is
planned and performed to obtain reasonable assurance whether the financial report is free from
material misstatement,

QUEENSLAND BULK WATER SUPPLY AUTHORITY [QBWSA] TRADING AS SEGWATER ANNUAL REPORT 2008/09 M



SQWQ.001.002.0379

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's judgement,
including the assessment of risks of material misstatement in the financial report, whether due to
fraud or error. In making those risk agsessments, the auditor considers internal controls relevant to
the entity's preparation and fair presentation of the financial repert in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's internal control, other than in expressing an opinion on
compliance with prescribed requirements. An audit also includes evaluating the appropriateness of
accounting policies and the reasonableness of accounting estimates made by the Board, as well
as evaluating the overall presentation of the financial report and any mandatory financial reporting
requirements as approved by the Treasurer for application in Queensiand.

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis for my -
audit opinion. ’

Independence

The Auditor-General Act 2009 promotes the independence of the Auditor-General and QAO
authorised auditors. The Auditor-General is the auditor of all Queensiand public sector entities and
can only be removed by Parliament.

The Auditor-General may conduct an audit in any way considered appropriate and is not subject to
direction by any person about the way in which audit powers are to be exercised. The
Auditor-General has for the purposes of conducting an audit, access to all documents and property
and can report to Parfiament matters which in the Auditor-General's opinion are significant.

Auditor's Opinion

In accordance with 5.40 of the Auditor-General Act 2009 -
(a) |have received all the information and explanations which | have required; and
(b) in my opinion -
(i} the prescribed requirements in respect of the establishment and keeping of accounts
have been complied with in all material respects; and
(i) the financial report has been drawn up so as to present a true and fair view, in
+ accordance with the prescribed accounting standards of the transactions of Queenstand

Bulk Water Supply Authority and the consolidated entity for the financial year 1 July 2008
" to 30 June 2009 and of the financial position as at the end of that year.

Emphasis of Matler- Significant uncertainty regarding the bulk water pricing mechanism post
30 June 2010

Without qualification to the opinion expressed above, attention is drawn to the following matter.

As Indicated in Note 19 Queensland Bulk Water Supply Authority has performed an impairment
assessment of its assets based on current pricing amangements for bulk water under normat pricing
principles for regulated assets. That impairment assessment has concluded that there is no
impairment at 30 June 2009. At this point in time, the Queensland Government has not yet
determined the bulk water pricing mechanism post 30 June 2010 and consequently for the purposes
of impairment modeliing, there remains significant uncertainty over the impact on current asset
values

, , AUDITOR GENERAL
[—Tort 31 AU 2008

G G POOLE FCPA OF QUEENSLAND Queensland Audit Office
Auditor-General of Queensland Brisbane
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