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EXECUTIVE SUMMARY

This report has been prepared for the City of Bumnside in accordance with Section 48 of the
Local Government Act {Act) which requires a council to consider a report addressing the
prudential issues set out in subsection 2 of the Act before engaging in a project where the
expected capital cost over the ensuing five years is likely to exceed $4 million.

The Eastern Region Stormwater Project, known as Waterproofing Eastern Adelaide, (the
Project) is a stormwater harvesting scheme developed to its final form by the Cities of
Burnside and Norwood Payneham & St Peters and the Town of Walkerville. The Project is
comprised of two treatment sites which are capable of harvesting 660ML and yielding for use
540ML of water per annum and approximately 46km of distribution network across the area
of the councils and through part of the City of Campbelltown in order to service a number of
high demand customers. The Project expects to sell 458ML of water (84.8% of forecast
availability), of which 214.67ML is committed to the Councils on a ‘take or pay’ basis and an
additional 243.3ML is forecast to be sold to other customers.

Although the Project is to be undertaken through ERA Water, a regional subsidiary
established specifically for this purpose under Section 43 of the Act, each Council is required
to consider the prudential issues from their own perspective. Accordingly, each Council has
commissioned their own Section 48 report.

Relationship with Strategic Management Plans

The Project is consistent with the City of Burnside strategic direction and desired outcomes
as outlined in its Strategic Community Plan, Be the Future of Burnside 2025.

The Project has not progressed to the peint where it ought to have been included in the
Annual Business Plan and Budget 2014/2015.

The Project has not yet progressed to the point where it needs to be included in Council's
Long Term Financial Plan.

If the Project achieves the forecast sales volumes of water, ERA Water will supply water to
Burnside at a lower price than the comparable price of SA Water, this should be taken into
account when reviewing the LTFP in the ordinary course of business.

As all assets to be acquired through the Project are to be owned by ERA Water there is no
direct impact on the City of Burnside's Stormwater Infrastructure and Asset Management
Plan.

The Project will also make a positive contribution towards a number of regional, national and
State objectives.

Objectives of the Development Plan

Within the Council area the Project involves the laying of a pipe network and the construction
of an underground water storage tank at Langman Recreation Reserve. The Development
Act Regulations provide exemptions for certain works, such as the laying of the pipe
network, however the installation of the water tank will require approval under the Council's
Development Plan. The proposed development does not appear to conflict with the
objectives of the Development Plan.



Contribution to Economic Development

It is highly likely that the Project will make a significant positive contribution to regional
economic deveiopment above and beyond the capital investment through economic
multipliers. In the construction phase alone, an estimated $22.850 million in initial capital
works is projected to have $62.247 million in economic impact and a total employment
impact of up to 162 jobs.

Council should ensure that ERA Water is transparent in its pricing of water for sale to ensure
its operations are not unfairly subsidised to the detriment of any potential competitors. This
can be achieved by complying with the requirements of the Essential Services Commission
of South Australia to apply certain pricing principles in the determination of their costs and in
developing a price for the sale of water. It can also be achieved by reviewing its operations
to determine if they constitute a 'significant business activity' in accordance with the Clause 7
Statement of the National Competition Policy.

Community Consultation

Consultation and communication of the Project has been undertaken and is in accord with
the City of Burnside Community Engagement (Public Consultation) Policy. As the Project
progresses, engagement strategies should be developed consistent with Council Policy to
keep the community informed and to ensure that these strategies fulfil the requirements of
the Commonwealth Funding Deed.

Financial Issues

The Project financial modelling is based on equivalent annual value (EAV) and distilled to
establish a breakeven price for water which on average over the life of the Project should be
lower than the SA Water price in order for the Project to be considered financially viable.
The key assumptions of the Project financial model are as follows.

¢ The total volume of water available for sale is 458ML of which 214.67ML (46.9%) is
for the Constituent Councils on a ‘take or pay' basis and an additional 243.3ML of
water is sold to other customers over and above the amount commitied to by the
Councils. We note that the volume modelled for sale is 84.8% of the estimated
productive capacity of 540ML.

» Capital expenditure of $22.850 million. Approximately 90% of the capital costs have
been subjected to a competitive process and fixed prices have been received.

¢ Fixed Operating Costs are estimated at $150,000. The Fixed Operating Costs are
considered to be materially understated if ERA Water is attempting to sell significant
volumes of water to multiple customers however, they appear adequate for the early
years of operation. We note that the financial model is highly sensitive to increases
in Fixed Operating Costs and have increased these costs to a more realistic level in
our analysis.

¢ QOperational Costs commence at $300,970. These estimates appear reasonable
based on experiences elsewhere and provided maintenance is undertaken by the
ERA Water Councils. If maintenance is not provided by the otherwise these costs
may rise and negatively impact financial viability.

¢ Discount Rate of 4%. We note the discount rate of 4% applied in the financial model
is higher than the average real interest rate of 3.19% reported by the Local
Government Finance Authority for FY2006 to FY2014. However, a discount rate for



project evaluation purposes needs to have regard to expected long-run real interest
rates over the 70 year life of the Project. According to World Bank data, over the
past 39 years the average real interest rate in Australia has been above 4% in 28 of
the 39 years, and over that time it has averaged 5.41%.

Based on these assumptions the model produces an EAV of $2.26 which is considerably
lower than the current SA Water price of $3.32.

The sensitivity of the EAV to changes in the key assumptions in the model produces the
following outcomes. For an increase of:

¢ 20% in Operational Cost the EAV would rise to $2.39;
» $50,000 in Fixed Operating Cost would see the EAV rise to $2.37; and
e $150,000 in Fixed Operating Cost would see the EAV rise to $2.59.

Further, if the World Bank real interest rate is used as the discount rate the EAV would be
$2.55, which is still significantly below the SA Water price.

The Project financial model is constructed at a high level, our own financial modelling was
undertaken at a more detailed level to ensure Council is informed on the timing impacts of
the operations of the subsidiary. This modelling is based on the Project financial model but
has also, out of necessity, made certain assumptions about the funding of the Project, the
future price of SA Water and other key variables. The outcomes of this modelling are
summarised below.

Average ERA Water Price $2.73

Peak Debt $12.624m
NPV at 5.21% (World Bank adjusted for LGFA) $9.339m
NPV at 3.19% (LGFA rate) $20.386m

Risk Issues

The Project feasibility study sought to identify and mitigate risk from the outset, this has been
formalised in a Risk Register which has 108 Scheme risks only one of which
(Commonwealth Funding) is rated as Very High, the highest categorisation. In our view the
following risks should also be rated as Very High, and appropriate mitigation strategies need
to be developed.

¢ Securing long term commitments from the ERA Water Councils to the specified
volumes of water on which the financial model is based on a ‘take or pay’ basis.

s The long term risks associated with membership of a regional subsidiary, allied to the
lack of financial certainty over exit arrangements.

e Securing the sale of significant additional volumes of water to customers other than
the Council's over the life of the Project.

il



However we do note that 300ML of demand has been identified from educational institutions
(155ML), commercial customers (45ML) and other local government authorities (100ML)
who are located along the Project pipe network. Notwithstanding that there has been a
positive response to this opportunity to date there are no formal binding commitments in
place for the sale and purchase of water. Furthermore, although the Department for
Education and Child Development has provided a letter of support for schools to connect to
the Project, - until such support is formalised contractually, this remains a significant risk to
the financial viability of the Project.

In addition, there are a number of financial risks which need to be considered and mitigated,
the most significant of these are as follows.

» Increases in Fixed Operating Costs.

 Delays in bringing the Project into production due to technical difficulties or
construction delays or both.,

+ The possibility that the price of SA Water increases at a lower rate than forecast,
resulting in a lower financial benefit than forecast.

The City of Burnside should ensure that on commencement, the appropriate mitigation
strategies are implemented for the risks associated with the Project and further that these
are progressively updated through a formal risk register and as part of regular project
management meetings.

Project Delivery

Procurement undertaken to date has been consistent with the City of Burnside Procurement
Policy.

As ERA Water will implement the Project, the City of Burnside should ensure that
appropriate arrangements for the procurement and delivery of the Project are implemented,
consistent with Council's policy or with identified best practice across the constituent
Councils.

Conclusions

We acknowledge there are sound strategic reasons for undertaking the Project and that
based on the forecasts the Project is not expected to materially adversely affect Council's
ability to remain within the financial parameters it has established within its Long Term
Financial Plan, in fact it ought to lower the cost of water used by Council.

Notwithstanding this, there are a number of significant risk issues which will require active
management and mitigation throughout the life of the Project, and these must be weighed
against any benefits that are to be derived from the forecast lower price of water.
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1.  INTRODUCTION
1.1 Background

1.1.1  The Eastemn Region Alliance (ERA) consists of seven eastern metropolitan Adelaide

BRM Holdich &

50900

1.1.2

1.1.3

1.1.5

1.1.7

Councils, the cities of Burnside, Campbelltown, Norwood Payneham & St Peters,
Prospect, Tea Tree Gully, and Unley and the Corporation of the Town of Walkerville.

In 2009 Wallbridge and Gilbert (W&G) and Australian Groundwater Technologies
(AGT) undertock a Stormwater Harvesting Opportunities Study for ERA.

The study was undertaken in two parts, Part A addressed opportunities for the
greater region including all potential sites across the seven Councils. From this,
eight potential stormwater treatment and harvest sites were identified from which
approximately one gigalitre per annum (GL/a) of urban stormwater could realistically
be harvested in the greater eastern region of Adelaide subject to finding favourable
aquifer conditions in the vicinity of the harvesting sites.

After review of Part A five of the seven Councils, the cities of Burnside;
Campbelltown; Norwood Payneham & St Peters; Tea Tree Gully; and the Town of
Walkerville, proceeded with the further development of the schemes to form the
basis for the National Urban Water Desalination Plan: Stormwater Harvesting and
Reuse Grants: Round 2.

In 2011 the ERA was successful in obtaining commonwealth funding to proceed with
the ERA Stormwater Harvesting and Reuse Feasibility Study, which further
developed the ERA Stormwater Harvesting Opportunities Study, undertaken as a
submission for funding under the National Urban Water Desalination Plan. The
Feasibility Study involved:

¢ Undertaking hydrogeological drilling and testing of proposed ASR sites to
understand if the underlying hydrological conditions suit ASR;

¢ Site investigation including reviewing the sites and the available space to
construct the treatment facilities;

¢ Consideration of the impact on public open space; and
s Detailed financial analysis and costing.

The Feasibility Study submitted in December 2011, presented three viable scheme
options, yielding between 560 — 774ML/a, with capital costs ranging between $29.7
million and $33.9 million.

After negatiation the project budget for the Feasibility Study works was capped, at
that time, at $26 million with the Commonwealth Government contributing $9.5
million and the five ERA Councils, who were part of the scheme, $16.5 million.
Subsequent to this, the Adelaide and Mount Lofty Ranges Natural Resources
Management Board (AMLRNRM) committed an additional $2 million in grant
funding, conditional upon this being used for specified infrastructure works. To
satisfy the Commonwealth grant conditions the scheme is expected to yield
494ML/a of harvested stormwater.

Page 1
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1.1.8 From 2012 onwards the five ERA Councils continued to modify and refine various

1.1.9

1.1.10

1.1.11

1.1.12

1.1.13

scheme options in order to establish the viability of the scheme.

In February 2015 a number of the Councils formally considered a scheme option
which was expected to yield between 620ML and 810ML per annum to service
identified annual demand of between 419ML and 521ML.

1.1.9.1 Only Council reserves are irrigated (419ML);

1.1.8.2 Council and schools are irrigated with demand from schools limited to
40ML (459ML); and

1.1.9.3 Council reserves and schools are irrigated (521ML).

After consideration of a Prudential Report prepared in accordance with the
requirements of Section 48 of the Local Government Act (‘the Act’) the City of Tea
Tree Gully formally resolved not to join the proposed Eastern Region Alliance Water
Regional Subsidiary (ERA Water) on the basis that ‘the project poses too many
significant risks on our current and future communities that have not been
adequately mitigated.’ it further resolved to seek feedback from the four remaining
ERA Water Councils on whether they would be willing to include the City of Tea
Tree Gully as a customer of the subsidiary provided water was provided at a price to
be negotiated but at less than SA Water prices.

The four remaining ERA Councils subsequently re-scoped the project reducing the
capital expenditure through a reduction in pipe sizes for a section of the Eastern
Trunk Main, the removal of the Scales Reserve Bore and pipeline, the removal of
one steel tank at the Marden Pump Station, one buried concrete tank at Langman
Recreation Reserve Pump Station and one buried concrete tank at Max Amber
Reserve Pump Station and the removal of the St Peter pipeline.

1.1.11.1 The reductions in capital expenditure are not expected to reduce the yield
from between 620ML and 810ML per annum and subject to when water is
to be supplied the total volume available for sale remains at 572ML.

1.1.11.2 The annual demand has been modelled on supplying Council reserves
(321ML) and with an additional 40ML of demand supplied to other
customers, such as schools.

1.1.11.3 The re-scoping of the project has included a change to the draft charter of
the proposed regional subsidiary to remove the requirement for the
subsidiary to operate at a financial breakeven on an annuai basis.

After consideration of a Prudential Report prepared in accordance with the
requirements of Section 48 of the Act the City of Campbelltown resolved ‘that the
report be received and that Council does not proceed with being involved in the ERA
Water Project’.

Following the decision of the City of Campbelltown, the City of Burnside resolved (in
part) as follows:

BRM Holdich &
50900
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1.1.14

“Council requires the Section 48 Prudential Report prepared for the City of Burnside
be revised fo take into consideration the withdrawal of the City of Campbelitown
from the Scheme and that this revised Report be presented to the City of Burnside
as soon as possible for Council’s consideration in respect of joining the proposed
Eastern Region Alliance Water Regional Subsidiary;”

The three remaining ERA Councils subsequently re-scoped the project reducing the
capital expenditure through a reduction in the length of the pipe network and
changes to the treatment facilities.

1.1.14.1 The reductions in capital expenditure have resulted in a harvesting
capacity of 660ML with a yield for use of 540ML.

1.1.14.2 The annual demand has been modelled on supplying Council reserves
(214.67ML) and with an additional 243.33ML of demand supplied to other
customers.

1.2 Rationale

1.2.1

1.2.2

1.2.3

1.24

Harvesting this urban stormwater would provide major and immediate benefits to the
public realm through the sustainable and efficient management of water which is
consistent with the vision of the City of Burnside:

“We are renowned for our City's green and leafy character and unique integrated
urban form. We are highly regarded for our sense of community spirit, support for
one another, social diversity and commitment to the environment.”

Harvesting stormwater would also increase water security for the City of Burnside.

The City of Burnside resolved to proceed with the project on 25 September 2012
subject to:

“That Council's commitment to the Waterproofing the East Project is conditional on
all participating Councils (Burnside, Norwood Payneham & St Peters,
Campbelltown, Tea Tree Gully and the Town of Walkerville) jointly funding the
canstruction, operation and ongoing management of the project on a prorata basis
as defined within the Project Scope and provided that the Commonwealth’s grant of
$9.5M is not rescinded.

That the governance model for the project is agreed to by the participating Councils
prior to any grant funding agreement being executed with the Commonwealth.”

Relevant resolutions relating to the project are included as Attachment One.

1.3 The Project

1.3.1

The Eastern Region Stormwater Project, known as Waterproofing Eastern Adelaide,
(the Project) is defined for the purposes of this report as a stormwater harvesting
scheme comprised of two treatment sites with a harvest capacity of 660ML per
annum, yielding 540ML of water for re-use and a 46km distribution network across
the area of the three ERA Councils and through part of the City of Campbeiltown.
The scheme is shown in Attachment Two.

BRM Holdich @
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1.3.2  The two treatment sites included in the stormwater harvesting scheme are located at

1.3.3

1.3.4

Felixstow Reserve Wetland and the Drage Reserve Biofiltration system both of
which are located within the City of Norwood Payneham & St Peters.

The total capital cost of the Project is estimated at $22.850 million. The majority of
the Project assets are estimated to have a useful life of 70 years after
commissioning.

The Project will be undertaken by a new, separate entity, ERA Water, created under
Section 43 of the Local Government Act specifically for this purpose.

1.3.4.1 Section 43 provides for two or more councils (known as constituent
councils) to establish a subsidiary to perform a function of the council in a
joint service delivery arrangement.

1.3.4.2 It is intended that each of the constituent councils will have an equitable
interest in the entity. The Charter which governs the operations of the
entity will require formal adoption by each of the four constituent councils.

1.3.4.3 The regional subsidiary was chosen as the governance model in
recognition that in order to optimise outcomes decisions will need to be
taken which are for the collective good with disregard to the boundaries of
an individual Council.

1.3.4.4 The Charter states that each Constituent Council must appoint one
person which person shall be the Chief Executive Officer (or a person
acting in that capacity) of that Constituent Council to be a Board Member.

1.3.45 The Charter sets out wide ranging objects and purposes for the
Subsidiary including that is should ‘'maximise economic, environmental
and social benefits to the community’ along with being ‘financially self-
sufficient as far as possible’.

1.4 Legal Framework and Prudential Issues

1.4.1

1.4.2

This report has been prepared in accordance with Section 48 of the Local
Government Act 1999 {Act), this section is reproduced in full as Attachment Three.
The Waterproofing Eastern Adelaide Project meets certain criteria specified in
section 48 (1) (b) (ii) that require Council to consider a report addressing the
prudential issues set out in subsection 2, namely that the expected capital cost of
the project over the ensuing five years is likely to exceed $4 million.

The prudential issues identified in Section 48 are:
(a) the relationship between the project and refevant strategic management plans;

(b) the objectives of the Development Plan in the area where the project is to
occur;

(c) the expected contribution of the project to the economic development of the
local area, the impact that the project may have on businesses carried on in

BRM Holdich &
50900
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1.4.3

14.4

(d)

(e)

)

(9)

h)

(9

the proximity and, if appropriate, how the project should be established in a
way that ensures fair competition in the market place;

the level of consultation with the local communily, including contact with
persons who may be affected by the project and the representations that have
been made by them, and the means by which the community can influence or
contribute to the project or its oufcomes;

if the project is intended to produce revenue, revenue projections and
potential financial risks;

the recurrent and whole-of-life costs associated with the project including any
costs arising out of proposed financial arrangements;

the financial viability of the project, and the short and longer term estimated
net effect of the project on the financial position of the council;

any risks associated with the project, and the steps that can be taken fo
manage, reduce or eliminate those risks (including by the provision of periodic
reports to the chief executive officer and to the council);

the most appropriate mechanisms or arrangements for carrying out the
project.”

The capital estimate for the project exceeds the threshold of $4 million nominated in
the Act. Although much of the work could be considered as drainage works and
would therefore be exempt from consideration under section 48, the project
potentially contains commercial implications and on balance it was considered
prudent to consider a report under section 48.

BRM Holdich has been engaged by the City Burnside to prepare a report to satisfy
the requirements of Section 48.

BRM Holdich &
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2.  RELATIONSHIP WITH RELEVANT STRATEGIC MANAGEMENT PLANS

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(a) the relationship between the project and relevant sirategic management plans;
2.1 Relevant Strategic Management Plans
211 Section 122 of the Act requires a council to develop and adopt strategic
management plans; these are required to incorporate the extent to which a council’s

objectives are related to regional, State and national objectives.

2.1.2  Forthe purposes of this report the relationship between the Project and the following
ptans are considered relevant.

2.1.2.1 City of Burnside
(a) Strategic Community Plan - Be the Future of Burnside 2012 - 2025;
(b} Annual Business Plan and Budget 2014/2015;
(¢) Long Term Financial Plan 2014 - 2023; and
(d) Infrastructure Asset Management Plan - Stormwater Infrastructure.
2.1.2.2 Regional

(a) Eastern Region Alliance Regional Environmental Plan 2008 - 2013
and Regional Environmental Directives.

2.1.2.3  South Australian State Government
(a) Government of South Australian Strategic Plan;
(b) Water for Good,;
(c) Water Proofing Adelaide 2005 - 2025; and

(d) Adelaide and Mount Lofty Ranges Natural Resources Management
Board.

21.2.4 Commonwealth Government
(a) Clean Water Plan - Water Security.
2.2 Strategic Community Plan - Be the Future of Burnside 2012 - 2025

2.2.1  Strategic Community Plan — Be the Future of Burnside 2012 - 2025 (Strategic
Community Plan) is the long-term strategic plan of the City of Burnside.

BRM Holdich &
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2.2.2 The Strategic Community Plan outlines the vision, key strategic directions, the
desired outcomes and their approach and success indicators. The Council Strategic
Direction relevant to this Project is Strategic Direction 2 - Our protected and valued
environment.

2.2.3 The Strategic direction is “to protect and conserve the environment, living in
harmony with it to ensure that future generations can experience what we value so
highly today”. The relationship of the Project to Councils strategic direction is

outlined in Table One.

Table 1: Alignment of the Project to the Burnside Strategic Community Plan

The stormwater
harvesting project
across the
combined Councils
is intended to
provide a potential
yield of 784 ML/a

2.2 Sustainable
use of natural
resources, and
minimisation of
waste to address
climate change

2.2.1 Implement
sustainable water
use practices
through water
conservation,
capture and reuse

Include water
harvesting features
in asset and
infrastructure
projects

2.2.4  The degree of alignment of the Project to the Strategic Community Plan is high.

2.3 Annual Business Plan and Budget 2014/2015

2.3.1  The Annual Business Plan identifies services and programs which aim to progress
the desired outcomes of the Community Strategic Plan, the services that relate to
the Project and their relevance are listed in Table Two.

Table 2: Relevance of the Project to Programs in City of Burnside Annual Business
Plan and Budget
Operation Services Sustainable use of natural The project is intended to
Ensure that the City’s urban resources and minimisation  reduce mains water use
spaces including; assets, parks, of waste to address climate  and energy consumption
reserves and roadways, are fit change. and provide a more
for purpose and appropriately envnror']mental practlce for
maintained for the use and Council Operations
benefit of the community. Services
Asset Services Sustainable use of natural The project is intended to
The City's open space, resources, and minimisation reduce mains water use
recreational facilities, buildings of waste to address climate  and energy consumption to
and waste management change provide Asset Services with
services are fit for purpose and the ability to deliver
cost effectively managed in an programs cost effectively
environmentally sustainable and in an environmentally
manner. sustainable manner.
BRM Holdich &
50900 Page 7
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2.3.2 The Project is not considered to have a material financial or strategic impact in the

current financial year and therefore is not specifically identified within the Annual
Business Plan and Budget 2014/2015.

2.4 Long Term Financial Plan

2.5

241

242

243

2.4.4

245

246

2.4.7

The purpose of the Long Term Financial Plan (LTFP) is to express in financial terms
the activities that the Council proposes to undertake over the medium to longer term
to achieve its stated objectives, it provides financial projections for planned activities
over a 10 year timeframe.

The Project has not yet progressed to the point where it needs to be included in
Council's LTFP.

It is intended that ERA Water will charge each Council a price for water that is
directly comparable with the price charged by SA Water or a price that is lower than
the SA Water price whilst recovering all of its operating costs.

In any year where ERA Water charges a price for water that is directly comparable
with the price charged by SA Water the subsidiary is likely to have an Operating
Deficit. When ERA Water is charging a price which recovers all of its operating
costs the subsidiary Is forecast to operate at breakeven and will produce neither an
Operating Surplus nor an Operating Deficit.

If ERA Water was to forecast an Operating deficit or an Operating Surplus then the
Burnside share of any projected Operating Surplus or Deficit would need to be
reflected within the LTFP in due course.

Based on the current assumptions ERA Water is forecast to charge a lower price
than SA Water. The benefit from the potential lower future cost of water is not
considered to be material in the context of the current LTFP however it would be
prudent to take these into account when reviewing the LTFP in the ordinary course
of business.

Furthermore, as the Project is to be implemented through a regional subsidiary,
ERA Water, Note 19 of the South Australian Local Government Model Financial
Statements requires the City of Burnside to bring to account the equity it will have in
the subsidiary. Therefore Burnside will be required to account for one-third of the
net assets of the Subsidiary within its own accounts.

Asset Management Plans

2.51

2.5.2

The City of Burnside Infrastructure Asset Management Plan - Stormwater
Infrastructure adopted February 2013 identifies the goals for Councils in managing
infrastructure assets, the agreed service levels and associated cost with achieving
these service levels.

Whether any assets associated with the re-use of stormwater would be reflected in
this Plan or associated with an asset such as a reserve (in the case of wetland
which may be constructed on a reserve for example) is open to question, however
for completeness the relationship with this Plan has been considered.

BRM Holdich &
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2.5.3 According to the governance arrangements to be implemented for the Project any

254

infrastructure created by the Project will be owned by the Regional Subsidiary. The
Project will therefore not impact the Infrastructure Asset Management Plan -
Stormwater Infrastructure.

In the event that the Project does not proceed and the Project principles of capturing
and re-using stormwater were to be considered by Council then this Plan may
require amendment in the future to reflect any impact on Council's stormwater
infrastructure.

2.6 Regional Objectives

2.6.1

2.6.2

2.6.3

2.6.4

26.5

The City of Burnside is a member of ERA, a group of seven eastern metropolitan
councils who voluntarily work together for the benefit of their local communities and
the eastern region as a whole.

ERA has established an Environment Portfolio which seeks to demonstrate
leadership in environmental sustainability.

The ERA Environment Portfolio has a stated aim to drive the following initiatives
which are advanced by the Project:

» Manage water sustainably; and
» Foster partnerships to improve environmental outcomes.

The ERA has developed a guiding framework to address environmental issues of
regional importance — the ERA Regional Environmental Plan 2008-2013. The plan
is under review and the new plan will be presented as a high level strategic
document for 2013-18.

Each of the seven ERA Member Councils has previously formally stated their
commitment to achieving sustainable water use by supporting the implementation of
this Project.

2.7 South Australian State Objectives

2.7.1

2.7.2

BRM Holdich &
50900

The South Australian State objectives with respect to the sustainable use of water
are articulated in a number of plans and by various agencies. The alignment of the
Project with these plans is detailed below.

The Project alignment to the objective Our Environment within the State
Government Strategic Plan and related vision ‘We value and protect our water
resources’ and goal ‘South Australia has reliable and sustainable water resources
and is a leader in wastewater, irrigation, stormwater and groundwater management’
is shown in Table Three.
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-
Consequenceflmpact 2 (i af Cantad M pas If %
;E =
Federal government pulling funding ‘Catastrophicimpacts to project Investigate alternate sources of funding, strategy documents, agreements
and charters detailing legal and financial liabilities
Issues regarding ownership of the stormwater from the Major impacts to project outcomes ol Strategy documents, agreements and charters detailing legal and finandial
catchment 1 — liabilities
3¢ (lssues regarding ownership of the water in the aquiler Majorimpacts to project cutcomes 3 o Strategy documents, agreements and charters detailing legal and financial 2 | e
| liabilities LT
de  |lssues regarding the ewnership of infrastructurefe.g. when  Majorimpadts to project outeomes Strategy documents, agreements and chariers detailing legal and financial
sites of injection and extrattion are within different sy |a liabilities o | sl
councils| potentially resulting in councils feeling hard done
| [byandresentment towards other coundls 1 =__
e [ssues regmding responsibilities associated with the Majorimpacts to project sulcomes Fiarategy documents, agreemenis and charters detailing legal and financial
operation and maintenance of the scheme [e.g system 1|4 llatwlities 3 ¥
wditing)
e Issues arising from a partner withdrawing from the project ENhintimpa:lm project autcomes i Strategy documents, agreements and charters detailing legal and finandal 3 | ; :
liabilities
¢ Issues ragarding from the amalgamation of councils Major impacts to project autcomes 2|4 Strategy documents, agreements and charters detailing legal and financial =
| liabilities -l
[7oe Jissues arising from council's wanting to trade water Major impacts o project outcomes ol Strategy documents, agreements and charters detailing legal and finandal 3 | g llm
llocations with other councils liabilities =
9¢  [Future demand for uses other than irrigation arising for Majorimpacts to project outcomes. May require a change in teasures, opp ity 1o introduce new
which the water is not intended resulting the scheme not technologies (e.g. monitoring equi ), tnay depend on changesin
being ablle to supply future customers LS govemment, distribution network may hot cater for future uses {ibind-pipe | 3 | 1 | M
systems), splitting
1be Political ssues and changes in council impacting on the Major impacts o project outcomes Need to demonstrate the cost benefits assodiated with the scheme a8
support of the project from counal 4 opposed to SA Water ctsts A
e .Issues arising from conflictng council agendas Major impacts 1o project outcomes. 1 . l A Stralegy documents, agreements and charters detailing legal and finandal ! I : T
liabilities
12 |[Issues aising from the management of counals wathin Major impacts 1o project outtomes Strategy documents, agreements and charters detailing legal and finandal
project [e.g (e.g. rasponsibility, communication]) . liabilities 2 | ol |
E3e  |lssuet arising from the management of third party users of | Major impacts 1o project sutcomes — Strategy documents, agreements and charters detailing legal and finangal I
the water (e g responsibllity, communication| } liabilities N | g |
e Issues arising from public osjection to the Wweatmentsites  Major impacts to project outcomes sl Strategy documents, agreements and charters detailing legal and finanoat j | 7 1
lisbilities |
I5¢ |Issues arising from a site becoming dysfunctional regarding | Major impacts ko project outcomes Strategy documents, agreements and charters detailing legal and finandiak
capital invested, ownership etc nij s liabilities R |-
16¢  (Issues regarding responsibilities dated with gpital Major impacts o project outcomes Strategy documents, agreements and charters detailing legal and financial
costs and financial labilty of the scheme P Mt Ml |
17¢ |Changes in the scheme and subsequentissues reganding | Major impacts to project outcames Strategy docurments, agreements and charters detailing legal and financial
capital which has alraady been invested by councils ] 1|4 fiabilities Gl |
8¢  |increasing power costs Major impacts to project outcomes | 1| o4 Consideration of alternate power supplies kI |
| Tetal Humber of Extreme Risks
i [Total Wumber of High Risks
|lnu| Humbey of Mederate Risks

TOTR] NUESER O AT
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{d) Distribution and intended Use Risk Register

00 NOTHNG EES DAY

ek Catmpory s cay 2 Descriptlon of Contrd| Measures/Actions/Commaents

Environmental | Pipe burst and laakage of water Unable to meet supply demands with moderate Monitoring of network {e.g. pressure), registering pipe network with dial
resulting in lower than antidpated effecton c Y to | before you dig, design {pipe selection], system maintenance, as constructed

yields irrigation and minos environmental impact drawings. The steering group need to investigate reporting procedures and
notification times.

2 |Environmental  System failure impacting the security of {Unable to meet supply demands with moderate Redundancy, back up generators, dual pum;, back up mains water, supply_ 1
supphy (e.g. lower than anticipated effect on customers, temporary interruptions to 3] 3

ylelds) irrigation and minor envi | impact

—— |

3 (Emvironmental .Deslgn fawsimpadting the security of  {Unable to meet supply demands with adverse effect
supphy (e.g. lower than anticipated on customers, exlended interruptions toirigation | 5 [ 4

of design phil

q [ q "

d records

"

yields) and major environment impact particular for future works and modifications.
40 |Ewvironmental [Treatment failure and lower than Water quality not fit for intended use with major Monitoring, agreement with customers, back up mains water, sufficient
antidpated water quality i d harm 3] & treatment, investigate having filtration at eachirrigation site, don't supply
straight out of wetlands.
58 |Healthand {Cross contamination where mains water (Mains water not fit for intended use with Backflow prevention, auditing, Irigation Mana?emem Plan {IMP}, staff
Salety is contaminated with recycded water  |catastrophic effects on customers and major impact training, pipe identification, pressure differentials between recycled water
to health and safety resulting in s2rious injury and 14 and mains pressures
hospitalisation
6d  |Environmental 'Pumps emitting noise above the EPA  |Non compliance with regulations causing minor Pump housing design, pump locati dh 2o EPA gulations for B |
regulations Impacts to the environment through noise pollution | 2 | 3

q Time delay and cost to council's
Tor DA appraval for pumps and pumnp 21l 3
housing

L] ﬁmelnmefl:nst'hllunmtake into account

Investigate need for DA approval for pumps and pump housing

&d  |Environmental  Higher than anticipated supply demand |Unable Lo meet supply demands with major effect Water balances, scheduling, apr ts, need to d ine the
during periods of peak demand [e.g. on customers, interruptions teirdgation and major | 3 | 4 allocation of water among users. 1 | i
summet| environmental impact
94  |Environmental  Failure to maintain pressure resubting in |Unable to meet supply demands with moderate Understanding what pressure is required, understanding pattern of use
lower than anticipated yields effects an customers and temporary intesruptions | 3 | 3 2|1
ko irrigation and minor environmental impact
10d  |Envitonmental  Failure to maintain and operate the Unable to meet supply demands with major effect | Need 10 allow resowrces in Coundl budgets, documentation and stafi
distribution network on | ptions ko irdgation andmajor | 3 | g training, manuals MERN
environmental impact
11d |Envi I/ 'Unauthorised scheme i Unable to meet supply demands with major eﬁeds I.eg_al agreements hemu-n mundls_, metering and monitoring | | [
Project resulting in lower than ] an ¢ 4 and major envi | impact,
Management/ | yields majorimpact to achieving project outcomes 24 2| kM
Cost resulting in the possible dosure of the project,
finandal cost and devlation from program budget | |
124 |Enwronmental/ |Scheme extensions beyond the initial | Unable to meet supply demands with major effects Strategy for extensions (#.g. charging for capital, marginal costs| i
Project scheme induding the introduction of  |on customers and major environmental impact,
WManagement  |new partners resulting in lowerthan  [majorimpact to achieving project outcomes if4 1|2
anticipated yields resulting in the possible dosure of the project
134 |Health and Public exposure torecyded waterand | Majorimpad to health and safety resulting in Imigation Management Plan [IMP}, signage, watering times, pipe
Safety/Sodal  |accidental drinking serious injury and haspitalisation, negative coundl identification b
d takeholder perception and shortterendamage | 3 | * 1|4
to coundl and stakeholder confidence IJ
1ad  |Timeframe/Cost |Damage to coundil infrastructure during | Minor impact on overall project dalivery resulting in 1 C safety plan, CMP, need 1o epforee with the
construction delays In achieving some project outcomes Il iM contractos 1)
154 |Timeframe/Cost [Damage to public property during Minorimpact on overall project delivery resultingin | Contractor safety management plan, (AP, need to enforce with the
construction delaysin achieving some project outcomes 3|2 M contractor 1)z
164 | Environment | Clogging of imigatisn systems resulting | Unable ta meet supply demands with moderate Maintenante, appropriate system set up, notirrigation straight from the
in bower than anticipated yields effect on customers, interruptions toirrigationand | 3 | 3 wetland, consider filtration at each site 2|2 M
minor envirenmental impact
174 |Health and Public aocess to storage tanks resulting | Potentially significant impact to health and safety 1 Lids on tanks, signage, need to think about tank design
Salety in falling into tanks resultingin death 2|5 RN
18 |Ewironment Vermin entering storage tanksand | Water quality not fit for intended use with Lids an tanks, signage, need to think about tank design
€ inating water storages lmodmle effect on customers and minos 3|3 2l lm
| environmental impacts
194 |Sodial "~ |consultant putting the point of | Councils ot satisfied with the point of Need to investigate whether to pressurise at the point of irigation or in the
p intheincormect location | pressurisation at the point of irrigation due to the 2 | 2 | wa |storage tankimmediately after the aquifer 1')2
along the scheme presence of tanks
Total Number of Extreme Risks -
Total Number of High Risks
Total Number of Moderate Risks
Total Number of Low Risks
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than
antkipated in Adelside Plains WAP

Unsble to meet supply demands and significant
Impact 10 achieving project sutcomes resuling in

closure of Lthe project
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RESIDUAL

Dexcoiption ol Cartrol Meayures/As tignifCamments

Lielihood
Consequente

The steering group need tasiart the processes for approvals Trom the
Depariment of Water earty | ¢ g. suthorlssilon under secilon L2810 eatract
water from the aquiter and well construciion permit] # the spproval prasess
can Loke 510 &month, Even though the scheme is theoretkal spplying for

¥ of Water to ghve the steerning group
Hoedback with segards to hi v being
g necessary s Al ‘Work closely with State w= Water
£ tasecure eiate operating tules and pr

i Cos/Project  |Clmhes belween lundingmilestomes  Majot cost and major impact to achieving the project
2 H licensing sesuiting n | oulcames iesuking In the possible cosuie of the
intettupalon of funding project ] g o1 2 license early
oup and detesmine things such o
| T3 [environment/Cost  |Shallow arteslan bined  Relesse of gr tothe g [4ite 1pecific andlocal, need \a ook for ieghlered and unieglstesed bores
with over risaliv Ating in minor ham and damage through nutticaion (anything prios to 1975 1s potentially untegittered),
discharge of groundwater to the surface 1o privale snd public infrastructuse resulting in ila comilder capping Howlng w taes, VLo
major timanclal cost 10 councils Lwith 1hird party uies of 1he squifer, monitoring, control system deslgn,
1 i muliple bores
[T Envirormenlal/Hestth [Shatlow artessn bired  Creation of due 1o risation In th 4 rates,
Imdsal‘ﬂ\- lwith over pressussation resuliing In tauh liney
dlicharge of groundwater to Lhe surlace [} i
e eevwna Shlo panty extractidn trom the aquiter  [Unable to meet wupply demands with moderate Paide Plains WAP, licening process (EPA, Depariment of Water] Work
resuiting In lower than aniidpated ef{ect on customens, temporary Interruptions 18 . clonely with State om Water Allocation Plannlng to secure sppropriale
ylelds Irrigation and minor environmantal impact ’ ! joparating rles and protection l o
& | Enviconmental BicTouling on bores aad chemical Unable to meel Lopply demands with moderate Highet Irve) of will be the design
clogging from different water mixing  |effect on cuslomers, temporary Interruptions 1o ik imaintenance, trestment, sterilisatlon of equipment, multiple bores il v I
togethe irom bacterlad resulting In |Irrigation and minor enviionmental Impact
lawser than anticipated water quality
R ¥ Chemical clogging of welh during Unablc ta meet sunply demands with moderate [Mortorng. multiple bores, preinfection treatmam (e 5. pH tontrol) T
injeciion and extraction from diffeient  |effect on customen, Lempérary Interruptlons te
wates mixing 1ogether (« ¢.dron Irrigation and mingr enviionmental Impact
hydronkde coming out of solution) LI | I L
resulting tn lower than antidpaied |
watrr quality and yiekd
B Envirenmental Physlcel clogging [suspended solids, Unabile 16 mert supply demands with moderate alymais Hdafmast, slerilissilon ol bore equipmeni, multiple bores
micro algae) resulting In lower than eliect on tus1oment, Lempod sy snteirupt o to
anticipated waler quality and yield litigation shd minor ehvitenmentd Impact 1 ' r L -
*® "mnjmmonuemenl Plume extending beyond property Major impact 10 1he project outcames resulting in Need 16 Inveitigate wiether The EPA 1equires fos individual land own:
Bownday and land holders sbove the  [1he possible closure of the project above the plume 16 approwe The plume. Need Lo 1ake Into aciount The water
Plume ot ih approval of the scheme if i 4 being injected i+ of bette! quality than the groundwater {u ¢ undergone i i -
he requirement ot their sppicval v b I pis q
v oduced bry the EPA
16 |Environmentat Interactions with minerals in the aquifer [Water quality not fit for Intended e with maior Ho minedalisstion wat igeniifled in e bedrork preliminary iudies,
j#.¢. releasing heavy metals) envisonmentsl ham lentraction monitoling, depends on uie of water, drilling samples se logged,
soniaminaiing the extractad waler 1 1 L esimeny, prenleciiontresiment {# g pH control) g ’
sy
1% |EnvMommenal/Projecy Recovery efficiency snd ylekis kower  |Unable fo meet supply demands with majar ailech of recovery efhicency,
Than 6n Customerd, Inlerruptions to irigation and major don 't overastimale recovery #fficiencias, eniure that funding seangements
envisonmental Impact, majos Impact ta achieving Pl are not dependent on unrealistis yleldy, ahucnate wupply, design le g bulld | 3 |
the projidt outtomes revulling in the possble lup plume]
clasure of the projec
Tie [Ewvkonmemal € of by hird | Aquiler contaminated with contaminatinn difficult Wiure wates Blncation alan, (eming process (EPA, Depertinent of Walerh,
party ‘njertion to locate due to the characieristios of 1he bedrock, rome monltoring updn extraction, Treatment
major resulting in P ¥ i [l i i
Ishutdawn of 1he project having adverse effects on
| junstomers
T “an1aminatlon of during | Waler quality nol Intended [#f use |#sulting in | Manitoring | grab samples, not onting, indeators (pH), need tibe aware that
s oyt uctios of bore siinot impacts 1o 1he envirsnmint 3|0 not everything it monitared all he Ume, dilliag procedwes, scerdhationol | 4 | & | i
i | | | equipment 1=
[ {ontamination of erduring | Aquiler contaminated with iontaminat s difimlt | Mo hitoring ih squlers above {gb +amples, not enbine, Indicators (pHY), |
i onstruction of bore and Injectiss o locate due to the characierlitici of the bedrssk netd 16 be dwiare that nol everything 1+ monitored all the time driliing |
vy h uiting in porary i i proteduies, S1¢iilation of equipment. cenified drilling rontracton i Pl
shuldown of the project having adverse effects on
luntomers |
T 2 t bybore | Aquiler contaminmed with tontamination dflcult = telection, maintenante practies m |
clogglng produrts 10 locate due ta the characterlstics of the bedrock, |
major Intemporary | 4 | Fol b
1hutdown of the prifect having adverse eiTecs an |
Austomens
Tl © ' ding Thhinor emvirummrental impact 183 sttounding Meed 1o consider dispotal of waler, have a disposal plan In place [0 enviure
#nwirgnment theough 1he disposal of enviment of
water genetined dWINg scouting, bore Pia L] 1
1eating and dilling
1717 Tenvionmantat Hegaive Impacts 1o groundwales Fractuies are generally tis small and deep le srusm generally too small snd deep Tor stygol suna to ealst
dependent i 1o #3t 30 @8y impacts te slygofauna N U il
\iygolauna) 'wourld be minos
e | Envionmental Megatlve Impacts groundwaler | 'Wettandh surround the scheme are not dependent & metland dependent ecovy 15t which will b the
ek an the g sothe Imparts are Inuigniticant | | | | rehare e
stygolauna)
1 Evkonmental Low Injection rates from hydrauls Unable to meel supply demancs having an edvarss Mdoniver, In particular durimg the Fir vear, peedict the life of Fue bore and
bauhdary rodditions resullleg in lowes | effect on customens and lang teom Intesruplicns to L Haltow for dediene ininfealon (e, need 1o contider [3suts msoclaied with
than anticipated yleldy Irrigation and major emvironmental impacts ] i [P Htong 1eem Injection wnd eatraction tes1s [about Tdayi) (&4 whereto putthe | 3 i
| waterh, investigation bores, sdditkonal bores, sd teatmenl taimprove well
| vleld |
Falure of bose tavulting |0 0o Unable to meet supply demanch having an adverse IMuNiple sited and midtiple bores, dillling 1615 nedd 10 be uhden sken lot
effact on customen and iong 1erm interrupilons 1o alra0it eveyy bote glven the heteiogeneowt niure of the bedrock making #
Irrigaticn and majos envissnmental impats 1 JARITICWE 10 have muhlpbe bores of the $ame witel qualiy, slves are linked 3o u 3 W
wated can be transfened between bores |
2t Project Managemest (Presesce of hevltage shes In swem Majot impact to achleving 1he project outcames Heritage 2ussaments have been undershen before deitllng and will |
mariled for canstruction/driting resulting In the possible closure of the project ] ) continue to be unden sken hefore any further dillling
4
{Total Number of Exteame Risks
i ‘Total Mumber of Higs Aisks
i [Totsl Numbe ! of Moderine Risks
Totsl Numbss of Low Risky
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Envlronmental VANGMISm (.. dmplng cas} of watland water Doslgn lusue (¢.g. barvler protectionf, Coundl lnspecions, signage
contaminating water quallty and quality not N1t for Intended use and below the EPA
Idlmgln( wgetation raquiraragnis for aSR, moderate ¢ifecs on 3 ']
inthe case of o
and minor impacts to the anvirehment !
[T Er ] Poor of wetland of watland d, wi N dedicated sesources
compromising the etfectivansss of the  |[quality not it For Intended use snd below the EPA
wetland treatment and reswlting In Tor asR, 1 o
lower than anticipated yields and water |customers.inthe case of interruptions tolmgation | |
quality and inas impacts 10 the snviionment, uwnsble 1o
meet supply demands and potentlally modesate
#fTact on customens sl minot impadts to the
i . . environment
[ Cost/ leshage ta Relgase of water (0 the enviranment resulting in Sabld sodinent 106 protect lned, buf (e dIAtances between 1rees and wetlands
@ nvirgnment and groundwater mliar environmental hatm and damage 19 private
and pukdic Infrastructure tesulting in major Hnanciat | 2 | #
CO$ Lo Coundily, irinod eivitgniental inpact
] Health and Satety Public acoass to wetland (e.g. Potentially significant lmpuct ta health and safety Design, access, batier slope, verilcal edges. deiraciive vegetation signage
swimming} reslting In public Injury resulting in death 2 L]
= Soclal Decressa In aesthetles appeal of Negatlve public support for the project due to the ! Iustlon strategy. C and
r praciices («.g. drying out avents, signage, fealures and viewing
malntenance [e.g. plants snd watar the wetland to remove algae) ] aress - value sdding, site open days where concept plans eicare displayed S
remaved)
| ] Cost [Cost of maintenance highes than Cost to councll, resubting In limiting the project T
anudipated scope El I
Cost Cost of construction higher than Cost to councll, reauMing In limiting the project Necd dedicated resources, budgeting early
| anticipated scope 3
= Cost Costof & watland higher than Cost 1o councll, aasulting In limiting the project | | tudgeting, baing aware st the procets about |
anticpated scopw 2 | 3 | M how much wetlands and assoclated components cost I L
= Envitonmental/Cost  |Firstflush contains peaks in turblaity of Uv 3, water | Waler quallly monitoring at capture polnl, system design and ability to shuk
v contaminglon quality At MY 10r Inte nded use and balow the EPA ot {auromatlz thutting valves), sll wesiments ara offline
tor ASR, Hects on
tustomernt It the case of Intesnuptions tolrigation 2 A
& minor Impacts 1o th w
A minos
cost 4o cound|
s Envitonmental/Cost  |Leal diop teswiling deolour |EMa FUN tew, water || Monitoring of colour and turbidity, changing of amps, monltoring of UV
e and (urbidity In water duality not fin far bntetded wie and below the EPA Inignsity, system expertise
! for ASR, Hects on
customery (n thi tase of Intetruptions Lo berigaion ] 4
'! d minor Impacts b thy w
S Iehng in mibnor
cast 10 cound|
I oat Cost ol malatenance Casl 1o council, resulting (alimiting the pioject Neoed dedicsted resoutons, budgeling In time

Total Number of Mode
Total Number of Low Ritks

Rishs

MimelrsmesCost A non velidated UV Ireatment sstom  Cost 10 council down the irack, delays in achleving Stcoring group noed to undortake A cost benefit analysls of having &
selected and nol adequate to meel the  propeci outtomes valldatod UV treatmont system a3 opposed to 8 non valldated sysiem.
project demands o of Hoalth taken Inta account during this
2| proces:. There ace di 10 haviny uv H L H
syslem such a3 the Inabllily to ss+033 oifeciiveness of lrestment, however, 2
non valtdated system s much cheaper than » validated system
| |
! Total Number of Extée ma Rishs
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Prasance of grazess In wetlanas |# 3 of wetland comp: public [#.g. leeding), may need to
ducks, seagulls and other by} quality not H1 For Intended ue and balow the EPA Lconslder a public conteol program, netting plants during e3tablishment,
contaminating the water quslijs =l rrquirements for ASK, moderats sfiects on public educaiion about feeding and ducks, sig

s and organic maites In the case of P to irrigation

and minor Impacts ta the environment
E——— — e ——
rallinrEstE Presance of grazers in land! ' ol watlsnd P wated 1 Public education [ -eding), may nesd ta conclder a public control
ducks and other birds] damaglng 1h qualliy not 11t far Intanded ute and below the EFA program, netting plants duriag establishmen, public sducativn about

wetland vagstation during requireme sty for ASK, modersle sliects on 1l & Hewding snd ducks, signage
wstablishmant In the case af P! to lirigation
and mincr lmpacts Lo the environment

Muisance Insects in wetlandy | Fotnilal health risks te the communily but malaly [Dasign. mopitoring, investigala memburship as part of $ampion Resesrch
1o high populsilon leveliie minor negative perce ption of scheme by public and S Programme (Flinde 3 University) a1 atool for public parception, spraying, uie
mesquiloes) lack of public support for scheme ? ol spproptate biodive ity (4.8 pIans tpecies, macrolhvertebrates and fish

| £ tpecies), public education

Prevence of g tin wellands {e.g. Minor negativa parce ption of ssfieme by public and Public educatien e eding), may need to consider 3 public control
ducks and othar birds) being s publit  |lack of publc suppont for schems 2l § lprogram netting plants during establishmeny, public sducstion shout 2 1
nulsance L teeding and ducks, signage
) [ e P arp and cther d d Hah|Eif: of weitand d, water Need ts allow lor a program I desi, {e.g. #mpty
incressing 1rbidity and negatively mality not 4t los intended use and below The EPA weetland every 1w years and remive carp), fish and water quality
impacting an wates quality far ASH, ftact 3 | manitoring, system desgn ts slliw for draining and removal of adul carp, 3|z
in tha case of P! 1o irrgation icommunication and adusatisn, srslem design{e g. rock walls)
|#nd minos impacts Lo the envirenment
T Tsediment it of watland d,wser || erlodis desliting, basin detign to #nabl of maintenance [a.g. 1olld —
negativaly onwater quality quality not it tor intended use snd below the EPA not mulching on batter slopes),
requiremenis for ASR, moderate sifecisan 3 i diment disposal casts
.customers in the cave of IntesrupLians 1@ Irrigaties
and minor impacts 1o the enviconment
| Ernviss traplaced ragularly Effactiveness of blofllters compramised, water L Need Lo monitor
quality not Hit for intended use and balow the EPA
reguirements For ASR, moderate effects & I ' i 1
In 1he case of 1# irrigatisn
1 and minar Impacts to the envirenment
o Envimemenal/Prajecy jAnticipsted water quality mat achieved [Water quality not Ht for intended use snd beiow the B rweern fun frns Hireren g, matieesii B
Manmisment by wetland and bis P requl for ASR, moderate elfects in
In 1he case of P! 1% lrigatian
and minor impacts to The enviranmant, mapor 1 ¥ L oL
smpact 1o achigving project outcomed desulling is
| 1h# poctible closure of the project
BT Aenviranmantal TMsistenanes alivilien inehuding EHectivanats of willand compramived, water water quality 2 wilh by Wl  Coungilywis | =
‘ashing and mown g eantaminating quadity ao1 M1 [or Intended uce and below the EFA nesdto review thele talning
€ with nutrlents and particulate  [sequirements Tor ASR, moderate eilects on culvicies such a3 v
matter In the case of to lerigation tc are coordinatad. Counclls wil st
and minor Impacts to the anvironmant 3 Il dertak 2 ¥ A
esmmunicite and sdutste the public sbowt condutting malntenance
tlvities withaut the A publl¢ ¢
stratagy for urban and rural ace st within the caichmant wil need to be
developed. Festuies ta prevent runotf will be Incorporaied Into the design
L Aul Toal #tlvitles Intluding the use M wetland tred, water Water quallty menltoring will by undertakan. Water teaiment. {ouncds we® I 1
af pestindes, herbivides, lernliers etc |quality not fit for Intended use and below Lhe EPA naed 16 review | taln g and
santaminating the water qualty with  |requirements for ASR, moderate eliects on regarding maintensnce sctivitles. Councli will alo need ta communicate
whemlialy in the ¢asw of ! iga with 3 unds king actlvities and ad
and Minor IMpacts 1o the envionment educate the aublic about conducting malalenance scivities without i Ll
¥ A public strategy lor urban and
rural areas within the farchment witl need ta be develiped, Festutet 1o
prevent runofl will ba Intorporated In1o the deslgn
i [Prasence of algal blaams and taale algas of wetand iyad, water Removal ol bulk biomass, wxliaction control, slgnide, monltorng 1 —
in wettands contaminatlng water iquallty not it Yor Intended use and below the EPA
|rcqulumln|s tor ASA, moderate elfects on i # § i "]
dt vin the case of o arrigation
|.nd minor impacis 1o the snvironment
SEST RN St Past plants (0.5 typha, ] E ol wetland P d, water Specles selection, weesding program f
inte wetlands awality Aot HEdacintended vie and brlow the EPA
with wetland v reguiremanis for ASA, mod ¢! #itects on § i ¥ ¥ &
tuttomersin the cove of interruptians to irrigatien
and minos impacis 1o the snvironment |
e e EH: of wetland compromised, waler 4ha1 § bty manhonng will be underishen, Water treatment. . |
watland Increasing 1he 3alinity of the quality not lit far intended use and below the EPA
weland requiraments for ASK, moderate eilects an (] [l 7 x Cl
! In the cate ol Horgalon
] ) . d Impacts o the
(F = [pre— Low water Jevals and steani n fwetland 4, water Depih ol wetland Incorporated into design |
summer igsulting |k assxls snd quality not (it for (ntended use snd below the EPA
decreated water quasity requiremants for ASR, modesate ellects on il a ¥l
Inthe cave of 1o Irrigatlon
and minor IMpacts Lo 1he #ovirgmint
T | | FETT—— Cltmatic wvents {og. sturm drought. watland d. waler Malnialn plants, malntaln water level by recirculating irom Ezise, BafiBasy |
pariods of baw ralnlafi apd high auality not Ti1 Tor Intended use and below the EPA need 12 be Ierigated
temperatures) damaging the wetland  requirements for ASR, moderate eflents on |
and result n lowar than In the case of P o lerigation i M M T
anticipsied yialds and water quality and miner Impacts ta the enviranmant, unable 10
me et supply demands and patentially mod
wllect o0 customers and Mt Impacts 18 thy
anviroament

BRM Holdich &
50600 Page 67




Cily of Burnside
Waterproofing Eastern Adelaide Projact — Seclion 48 Repad!

DO HOTHIMNG™

Likelinopd

Jescviption of Cantrol Measures/Actiony/{ omments

Consequence

&

RRM
Halgich

I

ALSIMUA]

Likelinood
Consequente

BRM Holdich £

50100

T AL NPT OF e

‘Environmentit [Leaf drep resulting In Water quality not fit for ded use and below the Water quality Water Coundl will
|and turbldity In waler EPA requirements for ASR, maderate effects on need Lo revlew their garding the ] |
In the case of i hons to 2 b maintenance actlvities such as street sweeping. 3 Ll L
| and minos impacts to the environment
13 .Eanmlmenlll Erosion of creek and river banks Water quality not fit for Intended use and below Lhe. Water quality ioring and ongolng of creek snd river banks.
Increasing the suspended sollds and EPA requirements for ASR, moderate eHects on WaLer treatment.
turbidity in '] " $its the case of to 214 L
water quallty and minorimpacts to the environment
121 '] I of with sewer |Leak spills and rynoff of contaminants 1 Water quality monitoring and design allowing capabil Ity of cutting off maln 1
overflows { lcs {e.g. herbkeld il di water supply (pump shut down, [3olation systems), Communication lines
#nd Inorganics (e.g. toxic metals, nutrients, between agencies incuding EPA, SA Water. MFS snd CFS need 10 be
ammtnonia)) Inte the extchment nesulting In reviewed to ensure Incldents of sewsr overflows are dealt with n an
reductlons in wetland health ad water quality not o ' efflclent manner. Walet tieatment. B i "
g the for the scheme Inregard: |
to ASR andis ded from an 1
and haalth pesspective h—
150 | e af_' _wlth;pllc. Leakages, § and runoff of contaminanks mqnnliw m;\horln‘ aivd design Mlowlng npllﬂll:y_nl cuttlng off main : : =
system discharges {e.¢ septictanks, | lcs {e.g. herbbld: itides, hydr: 1] water supply (pump shut dowa, |solatlon systems). Water trestment.
ICWMS) and Inorganics (e.g. toxlc metals, nutrients, C lines between agencies g EPA, SA Water, MFS and
ammonia}) Into the catchment resulting In. B i CFSneadtobe d d of sewer overflows are dealt 1 3 -
decreases In welland heslth and water quality not with in an eiflclent manner.
the for the scheme Inregard:
to ASR and ded from an '}
and health perspective
162 Envil d o ination of h by rural In faecal pathogens e.g. £. coli, ‘Water quality monltoring and design sllowling capabllity of cutting ¢ff maln
land uses {e.g animal husbandny, from animal faeces, fertllisers on grazing land, waket supply (pump shut down, isolatlen systems). Water treatment
livestacky nutrients resulting in water quality not meeting the
requirement for the scheme in regards to ASR and 2 ol i 1
intended uses from an £nvironmental and health
perspective
172 | Environmental .Pnotaplwe of pariculate matter Water quality not meeting the requirement for the |. 'Water quallty monitoring will be underiake n. Water treatment. Features to
tiwough GPTs and contamination of schvema in regards to ASR and Intended uses from am, prevent runofl will be Incorporatad Inte the deslgn. Malntenance of
water quallty il 1 and heslth asaresultof Infrastructuse.
GPTs not efflclently preventing water quality Ll 1 2
i Fing the
T 1{m-il| ‘Puor efficlency of capture and limitation |Unable to meet supply demands with adverse ¢"¢tt. System design and predictive yield assessments.
of storages resulting inbower than on ded I'
antlclpated yields and major envitohment inpaot, major impact 1o 2 & 1 X
achieving project autcomes resulling In possible
closure ol 1he project
L1 '!uhd ‘deme . 4on less than rUﬂlhl! to meet supply demands and significant | The steering group need to start the processes for approvals from the
antlcipated in Western Mount Lofty Impact 10 achieving project culcomes sesulting in Department of Water early (e.g. authorisallon under section 128 1o lake
Ranges WAP closute of the project water from the ¢atchment) a3 the spproval process can take 5ie & months,
I Even though the scheme |s theareticsl applying for license earty will enable
b o the Depaiment of Water to glve the steering growp feedback with regards to ) = &
the likellhood of the scheme successfully being granted the necesiary
approvalsflleanies. Work closely with State on Water Allocation Planning 1o
| i | 1 l secure i rules and pi i |
08 |Eaviconments 'Scheme extraction allocation less than  Unable to meet n;aply_den_und_! and sﬁmﬁc;\l 4E The steering ;mTp:leed lo I'ullunp with the AMLNRM Board re‘nd-l;lillne" 1
|anticipated due to the AMANAM Board | Impact ta achieving project uteomaes resulting I = treatmant of tributaries
treatment of tribytaries to the Rlver dosure of the project o 1
| Torvens
21»  Enviconments Third party extraction from the Linable to meet supply demands with moderste ‘Western Mount Lolty Ranges WAP
I:alc:hme nt resulting In lower than effect on cusiomers, temporary Intenruptions to ¥ a
| anucipated ylelds Ierigation and minor envlrenmantal lmpact
i 1So:|al Negative public percepilon of changes  Negative public support for the project dug to the | Public communication ahd educatlon regarding the positive environmental
in environmental flow In perception of reduced flows may reduced public {impacts of the scheme will need 10 addressed In » public communication
channelsfcreeks snd sesthetlcs support for the propect i i sirategy. Investigatlons need to be made Into the value of flood controd dams | 2 ] : )
and small dams Inthe upper catchment being used te malntaln flows In
| chennels/creeks. |
a2 (CosyMmeframe \Changes in leglshation may Influence |I|e1-wnet qualiny may need 1o be | d .- The steering group need to ly ke aware of d and ex|sti | 1
type of water quallty data required In  |resulting in additional financisl ¢ests not originaliy and Including Water Industry Act, NRM Act and
lorder for spproval snd licensing of the  |taken Into account. Environment Protection {Water Quality} Policy 2003, climate change policies.
scheme 2 ' and protocols, green energy husues. Work dosely with Stake on Water 2 t
|Allocation Planning te secure appropriste operating rules and protection.
i H
Total Number &f Very High Risks
Total Number of Fiigh Risks.
Tatal Number of Maderate Risks
Total Number of Low Risks
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(a) Water Source Catchment Risk Register

RESIDUAL
i v
R -
Nisk 4 Risk Categoly ansequence/impact _E 5 Description of Control Measures/Actions/Comments _g ::; ¥
It | : 3 =
E =R | 3 =
- -] - 5]
o o
Environmental Ambient water quality in the catchment |Wates quality not {it for intended vse and bebow the Water quality manitoring will be undertaken to ensure water quality
contaminated overtime by leakages,  |EPA requirements for ASR p. meet the requi of the EPA and Dep of Health.
pills and runeif from existing land uses Water treatment, Water quality réquirements will be dependent on the end
in the catchment use of the water. Initially, the steering group needs ta investigate what
Uil I water quality data already exists for the catchment to determine if baseline 113
waler quality menitoring needs tobe undertaken, Potential sources of
eisting data include CSIRD [Urbrae), SA Water (Rivar Tarrens), WaterWatch,
! data from linde Reserve and predictions for urban arealoads.
i |yt Water quality in the catchment 'Water quality not fit for intended use and below the Water quality monitoring will be undertaken. Water A detailed ] —
canlaminated by leakage, spill and EPA requirements for ASR Catchment Risk Management Plan will need 1o be developed which includes
runof Incidents ieom exlsting land uses 3| 4 a protosol for ication bet dls. The ol the 1 | o
in the catchment catchment will determing site specific control measures that will need to be
sdopted {e.g. diverting traffic such asin Mount Gambier]
e Hemyrwamasiy 'Water quality in the extchment ‘Water quality ngt fit bor intended use and below the The locatian of quarries in the catchment need tobe identified and water =
| cantaminated by beakage, spill and EPA requirements for ASR lquality datafor the quarries need tobe undertaken straight away if such data
runcff incidents fram quarries (e.g. does not already exisL Water ireatment.
Gorge Road, Stonylell Quarry, Western 14 R
Gully - Third Creek)
i i — = !
L T Future land usesin the catchmente.g.  [Waler quality not fit forintended use and belom ihe iCounnls wil need 10 ication with each other regarding planning and
urban develop fredevel of 'EPA requi for ASA ppravals Tor projects within the catchment. Water treatment
catchment areas{e.g. Glenside}
extracting or changing the quantity of
water in the catchment resulting in lalw ila2lm
lower than antidpated water quality
Ileveli
58 [Enviranmental/Project [Future 'and uesin the catchmente.g.  Unable to meel supply demands with adverse ellect] Tountils will need 3 ssigey lor communicating with each ather regarding T i
Manag: urban deve-opment/redevelopment af |on customers, extended intermuptions 1a irrigation wlanning and approvals fos prajects withln the catchment and Catchment
tatchment aceas |e.g. Glenside) and major environment impact, major impadt to dasagement Plans will need to be considered in plinning and approval
extracting o changing the quantity of  achieving project cuteames resulting in possitie Hacesses, |
water in the catchment resulting in closure ol the project NN -
lpwer than anticipated yield
T Wates qualityin the catchment Waterquality not fit for intended use and below the Canstruction, demalition and remediation activities need to be sufficiently
anntaminated by leakage, spill and EPA requirements for ASR sianaged by the Contractor through a C ion Envi |
runaff incidents from canstruction, FR ] ! Plan{CEMP}, Water ilrla
remediation and demelition warks
T | 'wmr quality contaminated by leakages H;\merquditv not it for |ntended use and below the The EPA register fos land use needs to be consubted at atater date to search
trom existing sites of i & .g. [EPA requi forASR forlandiills in the cathirnent. The strering group need 1o tike inta the
landfill 3 [ ¥ account of remediatios costs in the advent reme dtation (s necessary Water e
treatment.
& [iayirnmestal Climatic events [e.g. storm, drought,  [Unable tameet supply demands with sdverse effect] Water quality monitoring will be undertaken , Robust design to cope with 1T 1 il
periods of low rainfall and high on customers, extended interruptions to imgation impacts from climatic events will be adopied. Altemate water supply,
temperatures) resultingin lower than  [and majar environment Impact, major impact 10
anticipated ylelds and water quality h project réqulting i bl 3 L fhe
closure of the project
%2 Environmentil Climatic events{e.g. storm, drovgat,  [Changes in the yield of water captured by the Climate change impacts will b takeninto atcount in predictions of yield wil
weriods of low rainfall and Sigh catchment feither increases or decreases) may made.
temperatures}resultingin lower thas  [impact the scheme wheseby existing storages are
anticipated water quality inadequate to cope with increase inyleld or the 3| AR
scheme is unable 1o meet water supply demands
due 16 decreases in yield with patentiad
l | environmental impacts to recefving environments
108 [Environmental ‘Maintenanee sctivities incuding the vse Water quality not fit forintended use and below the Water quality monitosing will be undertaken, Water  Counails will |
of pestiddes, herbicides, fertilisersetc | EPA requirements for ASA, moderte effects on ewed to review their g gies, training and proced
contaminating the water quality with  customers in the case of interruptions to imigation regarding maintenance actlvities. Councils will alse need to communicate
themicals and minorimpatts 1o the enviranment with dertaking ativities and ¢ icate and
1 educate the public about conducting maintenance activities without 2 i
impacting the envi Apublic ication strategy for urban and
rural are a5 within the catchment will need to be developed, Featuresto
prevent runcH will be incorporated Into the design.
i Lremresieis Maintenance ativities including Iwnerquality not fit forintended use and bekim I‘I‘r|r Water quality monitoring will be undertaken, Water treatment. Coundlswill |
slashing and mawing ¢ inati |EPA requi for ASR, moderate elfests m need toreview their gies, training d
|water with nutrients and particulate | in the case of i ptions Lo irmgatisn regarding maintenance to ensure activities such as street sweeping and
|matter and minor impacts to the environment mowing, slashing etcare coordinated. Councils will alsa needta
1|4 tommunicale with contractars undertaking malntenance activities and 2|
communicate and educate the public about conducting maintenance
activities without i ing the envi A public
strategy for urban and nwal areas within the catchment will need to be
developed. Features 10 prevent runofl will be incorporated intothe design,

BRM Holdich &
50900 Faga 55



BRM

City of Burnside Holdich
Waterproofing Eastern Adelaide Project — Section 48 Report e

ATTACHMENT SIX ~ RISK WORKSHOP RISK REGISTER
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The current CAD rate is 4.5%. For comparative purposes it should be noted that the
rate on an interest only loan for a 20 year term is 4.8%.

Debt levels rise to $12.624 million in Year 3.

Debt is progressively repaid when sufficient cash is available.

Long term interest rates from Year 21 onwards are calculated at 5.69% which is the
average LGFA real interest rate for the period FY2006 to FY2014 plus 2.5%, which is

the rate of CPI used in the model.

Assets replaced at the expiration of their useful life are also funded in this manner.
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11. The SA Water commencing price of $3.32 is increased by the applicable CPI rate in each

12.

13.

year, other than in FY2017 when it is forecast to decrease by 4%.

Fixed Operating Costs reflect discussions that the Town of Walkerville will continue to
provide the secretarial, accounting and administrative support services for the Subsidiary,
and that the Executive Officer will only be engaged on a part-time basis, the costs are
estimated as follows.

Year 1 - $100,000.
Year 2 - $101,700 (Year 1 increased by CPI).

Year 3 - $126,061 (Year 2 increased by CPI plus an increase in Executive Officer
costs to reflect a likely increase in workload associated with the sale of water).

Year 4 - $141,198 (Year 3 increased by CPI| plus an increase in administrative and
audit costs).

Year 5 - $144,728 (Year 4 increased by CP1).

Year 6 - $174,666 (Year 5 increased by CPI plus an increase in Executive Officer
costs and administrative costs).

Year 7 - $212,147 (Year 6 increased by CPI plus an increase in Executive Officer
costs).

Year 8 - $200,993 (Year 7 increased by CPl plus an increase in administrative
support costs).

Year 9 - $206,018 (Year 8 increased by CPI).

Year 10 - $207,033 (Year 9 increased by CPi).

Operational Costs are as provided by W&G, commencing at the following rate before being
increased by CPI each year

Maintenance, $125,000 based on Council labour maintaining the Project assets.
Licencing, $15,000 per annum.
Electricity

o 270ML of production, $92,401 for the Year 3 production volume.

o 458ML of production, $160,970.

14. Project Financing

ERA Water borrows all funding requirements from the LGFA using the Cash Advance
Debenture (CAD).

BRM Holdich &
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ATTACHMENT FOUR - FINANCIAL MODELLING ASSUMPTIONS

1.

Capital Costs inclusive of network connections are $22.850 million.

2. Construction occurs over a 12 month period.
3. Testing and commissioning of the assets occurs in Year 2. The costs of testing and
commissioning are included as part of construction estimates.
4. Assets which will require replacement through the life of the Project are revalued to
replacement value each year.
5. The assets are considered to have no disposal value at the end of the Project life (72 years).
6.  All costs are capitalised until the scheme is at full productive capacity as shown below.
e Year1-100% of costs.
e Year 2 - 100% of costs.
e Year 3 - 50% of costs.
e Year 4 - 20% of costs.
7.  Water is produced for sale from Year 2 onwards in the following volumes,
Year 2 - 5% of production, 27ML (no sales are brought to account in Year 2).
s Year 3 - 50% of production, 270ML..
* Year 4 - 80% of production, 432ML.
e Year 5 - 100% of production, 458ML.
8. Water volumes sold are based on the following assumptions.
» Constituent Councils 214.67ML.
» Educational institutions and other customers 143.33ML
¢ Metropolitan Council customer 100ML.
9.  Water Pricing
« ERA Water charges the Constituent Councils the lower of the price of SA Water and
full cost recovery.
o All other customers of ERA Water are charged 80% of the comparable price of SA
Water.
10. CPlis forecast to be 1.7% in FY2016 and 2.5% for the remainder of the Project.
BRM Holdich
50900 Page 50
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(3)

(5)

(6)

N

(h) any risks associated with the project, and the steps that can be taken to
manage, reduce or eliminate those risks (including by the provision of
periodic reports to the chief executive officer and to the council);

{}] the most appropriate mechanisms or arrangements for carrying out the
project.

A report is not required under subsection (1) in relation to—
(a) road construction or maintenance; or
(b} drainage works.

A report under subsection (1) must be prepared by a person whom the council
reasonably believes to be qualified to address the prudential issues set out in
subsection (2).

A report under subsection (1) must be available for public inspection at the principal
office of the council once the council has made a decision on the relevant project
(and may be available at an earlier time unless the council orders that the report be
kept confidential until that time).

However, a council may take steps to prevent the disciosure of specific information
in order to protect its commercial value or to avoid disclosing the financial affairs of
a person (other than the council).

The provisions of this section extend to subsidiaries as if a subsidiary were a council
subject to any modifications, exclusions or additions prescribed by the regulations.
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ATTACHMENT THREE - LOCAL GOVERNMENT ACT, 1999 - SECTION 48

Section 48 — Prudential requirements for certain activities

(1)

(2)

A council must obtain and consider a report that addresses the prudential issues set
out in subsection (2) before the council—

(a)

(b)

engages in a commercial project (including through a subsidiary or
participation in a joint venture, trust, partnership or other similar body) where
the expected recurrent or capital expenditure of the project exceeds an
amount set by the council for the purposes of this section; or

engages in any project (whether commercial or otherwise and including
through a subsidiary or participation in a joint venture, trust, partnership or
other similar body)—

(i where the expected expenditure of the council over the ensuing five
years is likely to exceed 20 per cent of the council's average annual
operating expenses over the previous five financial years (as shown
in the council's financial statements); or

(ii) where the expected capital cost of the project over the ensuing five
years is likely to exceed $4,000,000.

The following are prudential issues for the purposes of subsection (1):

(a)

(b)

(c)

(d)

(e)

(f)

(9)

the relationship between the project and relevant strategic management
plans;

the objectives of the Development Plan in the area where the project is to
oCeur,

the expected contribution of the project to the economic development of the
local area, the impact that the project may have on businesses carried on in
the proximity and, if appropriate, how the project should be established in a
way that ensures fair competition in the market place;

the level of consultation with the local community, including contact with
persons who may be affected by the project and the representations that
have been made by them, and the means by which the community can
influence or contribute to the project or its outcomes;

if the project is intended to produce revenue, revenue projections and
potential financial risks;

the recurrent and whole-of-life costs associated with the project including
any costs arising out of proposed financia! arrangements;

the financial viability of the project, and the short and longer term estimated
net effect of the project on the financial position of the council,
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3. That Council note that the Commonwealth Department of Sustainability, Environment,
Water, Population & Communities has provided a $9.5M grant towards the project.

4. That Council's commitment to the Waterproofing the East Project is conditional on all
participating Councils (Burnside, Norwood Payneham & St Peters, Campbelltown,
Tea Tree Gully and the Town of Walkerville) jointly funding the construction,
operation and ongoing management of the project on a prorata basis as defined
within the Project Scope and provided that the Commonwealth’s grant of $9.5M is

not rescinded.

5. That the governance model for the project is agreed to by the participating Councils
prior to any grant funding agreement being executed with the Commonwealth.

15/12/2009 Council Report

3.2 Eastern Region Alliance Stormwater Harvesting Research Results and Funding Bid
{from Operations Services Committee Agenda)

C7756

1. That the Report be received.

2.  That the City of Burnside confirms its participation in the Eastern Region Alliance
funding submission for development of a Aquifer Storage and Recovery scheme at
Tusmore Park with associated distribution pipes to adjacent reserves.

3.  That subject to confirmation of funding, Council include a provision of $1.4 million,
between the 2010/2011 and 2012/2013 financial years, in the Council's Long Term
Financial Plan.

17/11/2009 Council Report
Future Options for Water in the City of Burnside

S7304
1.  That the Report be received.

2. That a further report be brought to Council providing the findings of the Eastern
Region Stormwater Harvesting Options Study.

3. That funding for a study be considered in the 2010/11 Annual Business Plan, in
order to robustly evaluate the social, environmental and financial viability of the
water options included in this report; prioritise them and develop them to a ‘project
ready’ stage, sufficient to seek funding support from all possible sources.

4. That the Council writes to the Prime Minister, Premier, Federal and State Ministers for
Local Government and Federal and State Leaders of the Opposition seeking the
establishment of a grants program to assist Councils in the conversion of ovals and
reserves to more efficient irrigation methods.
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3.  That the consultation process soliciting feedback on the proposed option consisting of
the following elements is endorsed;

3.1. A brochure with a feedback form delivered to residents within 300m of the edge
of Tusmore Park;

3.2, Signage within Tusmore Park;
3.3. Advertising in local papers;
3.4. A presence on Council's web site including a feedback form; and

3.5. An Open House style workshop within Tusmore Park.

29/1/2013 Council Report
ERA Aquifer Storage and Recharge Project (14.5)
C9003
1. That the Repart be received.

2. That pursuant to Section 43 of the Local Government Act, 1999, Council endorse
the establishment of a Regional Subsidiary with Campbelltown City Council, City of
Norwood Payneham & St Peters, City of Tea Tree Gully and the Corporation of the
Town of Walkerville (participating Councils} to provide a collaborative lang-term
joint undertaking to oversee, fund and to provide physical and administrative
infrastructure to viably capture and treat stormwater within the combined are of the
constituent Councils in order to reduce the long-term reliance on SA Water mains
water supply.

3. That the CEO of the Corporation of the Town of Walkerville (Project Sponsor) on
behalf of the Eastern Region Alliance ‘Waterproofing the East' project, be
authorised to negotiate and sign the funding agreement with the Commonwealth
for $9.5M and that the signing of said agreement is not reliant on the final Charter
being endorsed by the participating Project Councils (as identified in item 2 of this
resolution).

4. That a draft Charter of the Regional Subsidiary be prepared for the consideration
and unanimous agreement of the participating Councils.

25/9/2012 Council Report
Waterproofing the East (14.1)
C8874
1. That the Report be received.

2. That Council endorse the re-scoped ‘Hub based’ Waterproofing the East Project
Scope.
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ATTACHMENT ONE - COUNCIL RESOLUTIONS

31/0315 Special Meeting of Council

Eastern Region Alliance — Waterproofing the East (5.1)

c10109
1. That the Report be received.

2. That the Chief Executive Officer write to the Town of Walkerville and the City of Norwood
Payneham and St Peters advising that should they form a subsidiary under Section 43 of
the Local Government Act 1999 and proceed with the proposed Eastern Region Alliance
Water project as previously defined, the City of Burnside will commit to being a customer
for a period of 10 years to the scheme and will agree to purchase a minimum of 110ML of

water per annum from the scheme at a price to be negotiated but which must always be
less than SA Water prices.

3. That notwithstanding part 2 of this resolution, Council:

3.1 supports ‘in principle’ the establishment of an ERA Water Regional Subsidiary
with the other City of Norwood, Payneham and St Peters and the Town of
Walkerville pursuant to Section 43 of the Local Government Act 1999;

3.2 requires the Section 48 Prudential Report prepared for the City of Burnside be
revised to take into consideration the withdrawal of the City of Campbelitown
from the Scheme and that this revised Report be presented to the City of
Burnside as soon as possible for Council's consideration in respect of joining
the proposed Eastern Region Alliance Water Regional Subsidiary; and

3.3 after considering the revised Section 48 Prudential Report, and the risk analysis
and financial modelling summary included in the revised Report, determines
whether it will or will not join the proposed Eastern Region Alliance Water
Regional Subsidiary pursuant to Section 43 of the Local Government Act 1999.

25/2/2014 Council Report

Waterproofing East Adelaide Aquifer Storage and Recovery — Tusmore Biofilter
Location Options (14.7)

C9615
1. That the Report be received.

2.  That the biofilter treatment site configuration within Tusmore Park being in the
northwest corner of Hanson Reserve and as defined as Option 3 in the report titled
“Waterproofing East Adelaide Aquifer Storage and Recovery — Tusmore Biofilter
Location Options™ in the Council agenda, 25 February 2014 is endorsed as the

preferred option for consultation with the community on a proposed development of a
biofilter within Tusmore Park.

'BRM Holdich © -
50900



&

BRM

City of Burnside Haldich

Waterproofing Eastern Adelaide Project — Section 48 Report

9.14

9.15

9.16

917

Average ERA Water Price $2.73

Peak Debt $12.624m
NPV at 5.21% (World Bank adjusted for LGFA} $9.339m
NPV at 3.19% (LGFA rate) $20.386m

The Project feasibility study sought to identify and mitigate risk from the outset, this has been
formalised in a Risk Register which has 108 Scheme risks only one of which
{(Commonwealth Funding) is rated as Very High, the highest categorisation. We have
identified a number of ather potential risks that will require mitigation but the three additional
risks we consider should be rated as Very High are as follows.

9.14.1 Securing long term commitments from the ERA Water Councils to take specified
volumes of water particularly on a ‘take or pay' basis.

9.14.2 The long term risks associated with membership of a regional subsidiary, allied to
the lack of financial certainty over exit arrangements.

9.14.3 Securing the sale of additional volumes of water to customers other than the
Councils over the life of the Project.

There are also a number of financial risks which need to be considered and mitigated, the
most significant of these are as follows.

9.15.1 Any significant increases in Fixed Operating Costs.

9.15.2 Delays in bringing the Project into production due to technical difficulties or
construction delays or both.

9.15.3 The possibility that the price of SA Water increases at a lower rate than forecast,
particularly as recent media coverage has suggested that the current price is too
high.

The City of Burnside should ensure that on commencement the appropriate mitigation
strategies are implemented for the risks associated with the Project and that these are
progressively updated through a risk register or as part of regular project management
meetings as the Project is implemented.

Procurement to date has been undertaken by the Town of Walkervile and has been
consistent with Council policy. As the Project will be implemented by ERA Water, the City of
Burnside should ensure that appropriate arrangements for the procurement and delivery of
the Project are implemented, consistent with Council's policy.
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9.9 Consultation and communication of the Project has been extensive and in accord with the

9.10

9.11

9.12

9.13

City of Burnside Community Engagement (Public Consultation) Policy. As the Project
progresses there will be a need to develop engagement strategies to fulfil the requirements
of the Commonwealth Funding Deed.

The Project financial modelling is based on equivalent annual value (EAV) which calculates a
breakeven price for water which on average over the life of the Project should be lower than
the SA Water price for the Project in order to be considered financially viable.

The key assumptions are the volume of water sold, capital expenditure, Fixed Operating
Costs, Operational Costs, and the Discount Rate.

9.11.1 The total volume of water sold is 458ML (84.8% of the estimated yield). 214.67ML
(46.9%) is for the ERA Water Councils on a ‘take or pay’ basis and an additional
243.3ML of water is sold to other customers.

9.11.2 Approximately 90% of the $22.850 million in capital costs have been subjected to a
competitive process and fixed prices have been received.

9.11.3 Fixed Operating Costs are estimated at $150,000. These are considered to be
materially understated if ERA Water is attempting to sell significant volumes of water
to multiple customers however, they appear adequate for the early years of
operation. The financial model is highly sensitive to increases in Fixed Operating
Costs and these have been increased to a more realistic level in our analysis.

9.11.4 Operational Costs are estimated at $300,970 and appear reasonable provided
maintenance is undertaken by the ERA Water Councils within their own area,
otherwise these costs may rise and negatively impact financial viability.

9.11.5 The discount rate of 4% applied in the financial model is higher than the average
real interest rate of 3.19% reported by the Local Government Finance Authority for
FY2006 to FY2014. However, according to World Bank data, over the past 39 years
the average real interest rate in Australia has been above 4% in 28 of the 39 years,
and over that time it has averaged 5.41%.

Based on these assumptions the model produces an EAV of $2.26 which is considerably
lower than the current SA Water price of $3.32. The sensitivity of the EAV to changes in the
key assumptions in the financial model can be seen as follows. For an increase of:

9.12.1 20% in Operational Cost the EAV would rise to $2.39;

9.12.2 $50,000 in Fixed Operating Cost would see the EAV rise to $2.37; and

9.12.3 $150,000 in Fixed Operating Cost would see the EAV rise to $2.59.

9.12.4 The EAV is $2.55 if the World Bank real interest rate is used as the discount rate.
The Project financial model is constructed at a high level, our own financial modelling was
undertaken at a more detailed level to ensure Council is informed on the timing impacts of
the operations of the subsidiary. This modelling is based on the Project financial model but

has also, out of necessity, made certain assumptions about the funding of the Project, the
future price of SA Water and other key variables, the outcomes are summarised below.
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9. CONCLUSION

9.1 This report has been prepared to meet the requirements of Section 48 of the Act and to

9.2

9.3

9.4

9.5

9.6

9.7

9.8

BRM Holdich ©
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provide Council with a comprehensive understanding of the prudential issues relating to the
Eastern Region Stormwater Project, known as Waterproofing Eastern Adelaide.

The Project is a $22.850 million stormwater harvesting scheme developed by the Cities of
Burnside and Norwood Payneham & St Peters and the Corporation of the Town of
Walkerville to produce 540ML of water for re-use. A new regional subsidiary, ERA Water, is
to be established by the Councils under Section 43 of the Act to undertake the Project.
Under this Charter the Councils have an equitable share in the entity.

The Project is consistent with the City Burnside strategic direction and desired outcomes as
outlined in its Strategic Community Plan, Be the Future of Burnside 2025. The Project would
also contribute towards achieving a number of regional, national and State objectives.

The Project has not yet progressed to the point where it needs to be included in Council's
Annual Business Plan and Budget or the LTFP. [If the Project proceeds and achieves the
forecast sales volumes of water, then ERA Water will supply water to Burnside at a lower
price than the comparable price of SA Water, this is not considered to be material but should
be taken into account when reviewing the LTFP in the ordinary course of business.

All assets acquired through the Project are to be owned by ERA Water and there will
therefore be no impact on the City of Burnside Infrastructure and Asset Management Plan.

Within the Council area the Project involves the laying of a pipe network and the construction
of an underground water storage tank. The Development Act Regulations provide
exemptions for the laying of the pipe network. A Development Application has been lodged
for the works associated with the underground storage tank and as these are relatively minor
works we see no reason Council could not be the relevant planning authority to consider this
Development Application.

The Project will make a significant positive contribution to local and regional economic
development above and beyond the capital investment, this economic impact is summarised
below.

Output (M) $22.850 $23.247 $16.150 $62.247
Employment {(Jobs) 26 73 63 162

Wages and salaries (M) $4.427 $5.119 $3.657 $13.203
Value-added (M) $8.210 $9.112 $8.252 $25.574

ERA Water will be required by the Essential Services Commission of South Australia, the
independent economic regulator for the water industry, to apply the National Water Initiative
Principles relating to cost recovery, pricing and transparency in its pricing of water for sale,
this should ensure the operations are not unfairly subsidised to the detriment of any potential
competitors.
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8.4.5

8444

8.4.4.5

8.4.4.6

8447

8.4.4.8

of Conduct for Employees, Staff and Associates at all times during the
conduct of procurement processes.

Risk Management ensures that appropriate risk management practices
are in place for procurement activities including risk identification,
assessment, and implementation of controls.

Professional Integrity and Probity ensure that the highest ethical and
professional standards are observed in Council's business dealings.
Council aims to achieve integrity in its procurement activities through
accountable and transparent processes. Council respects the rights of
contractors and suppliers, including the right to confidentiality and the
expectation to be treated fairly and without bias at all stages of the
procurement process.

Compliance with Statutory Obligations refers to the obligation to comply
with all legal and common law obligations.

Social, Economic and Environmental Sustainability — Council is committed
to maximising the positive impact of its activities to benefit the local
community, its economy, and the environment. Where all other
considerations are equal, Council may give preference to a local
contractor/supplier to ensure local employment opportunities, and
economic stability andfor growth. In addition, in order to minimise
Council's impact on its environment, Council will where all other factors
are equal, seek to purchase to achieve the following:

* environmentally friendly or recycled products;
» conservation of natural resources;

¢ integrate principles of waste minimisation and energy reduction;
and

o provide leadership to local business and the community in
promoting the use of environmentally sensitive Goods and
Services.

Financial Responsibility ensures that Council employees procure Goods,
Works or Services where there is an approved and allocated budget for
that purchase, and where a Council employee with the appropriately
delegated financial authority approves the purchase.

ERA Water will need to give consideration to the content of the Procurement Policy
when formulating its own polices.
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8.4 Procurement Implications

8.4.1

8.4.2

8.4.3

8.4.4

The major expenditures incurred on the Project to date appear to have involved the
engagement of various service providers to prepare reports or provide advice, these
are summarised in Table 12 along with the procurement method we are advised
was employed.

Table 12: Procurement Summary

Stormwater Harvesting Feasibility Study EOI and Value $150,000+
Tender Complies with Council Policy

Preparation of Section 43 Charter Value between $15,000 — up

(fu\:t::itg:s to $100,000
Complies with Council Policy

Section 48 report Value between $15,000 — up
3 Written to $100,000
Quotations Complies with Council Policy,
of at least 3 written quotes

The City of Burnside Procurement Policy would appear to have been complied with
for the delivery of the Project to date.

The procurement implications to be satisfied for the City of Burnside are generally
contained in the Procurement Policy, last reviewed 26 June 2014, which provides
direction for relevant procedures that will contain specific criteria for contracting,
competitive tendering and other service provision measures and the purchasing of
goods and services, as required by Section 49 of the Local Government Act 1999.

The following key principles underpin all procurement activities at the City of
Burnside.

8.4.4.1 Value for Money achieves the best outcome for the most appropriate
price. This includes taking into account fitness for purpose, whole of life
cost, timeliness, and flexibility to adapt to the needs of the requirement,
quality, sustainability, intangible costs/benefits, service, support and
warranty.

8.4.4.2 Open and Fair Competition is ensured by providing equitable and
appropriate access to Council's procurement activities. Council
recognises the commercial and economic benefits of open and effective
competition. Council will encourage healthy competition in the markets
from which it purchases.

8.4.4.3 Ethical Behaviour and Fair Treatment is necessary to ensure an
appropriate purchase using public money. Council employees have a
responsibility to act honestly and impartially and behave with fairness,
independence, openness, integrity and professionalism to ensure probity
in a procurement process. Council employees will observe Council's Code
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8. PROJECT DELIVERY

8.1

8.2

8.3

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(i) the most appropriate mechanisms or arrangements for carrying out the project.

Overview

8.1.1 ERA Water is established for the purpose of owning and operating the assets to be
acquired through the Project. This Authority will be required to ensure the policies
and procedures it adopts are consistent with and satisfy the requirements of
individual member Council’s own policies.

8.1.2 The Project has two distinct phases:
8.1.2.1 Civil works, the construction of the distribution systems and wetlands; and
8.1.2.2 0On-going operations and maintenance.

Construction Options

8.21 There are several options available for carrying out the civil works or construction
phase of the Project, each of which has different advantages and disadvantages
depending on the circumstances of a particular project. These methods include:

» Construct only;

s Design and Construct;

¢ Managing Contractor or Early Contractor Involvement;
¢ Design, Build, Maintain (DBM);

¢ Design, Build, Operate, Maintain (DBOM); and

s Build, Own, Operate, Transfer (BOOT).

8.2.2 ERA Water is responsible for delivery of the Project and should therefore assess the
relative merits of each procurement option before determining the most suitable
methodology for the Project.

On-going Operations

8.3.1  The on-going operations of the Project assets are to be delivered by ERA Water
which will be responsible for selecting the most appropriate means of service

delivery.

8.3.2 Maintenance on ERA Water assets will be undertaken by Council staff.
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7.1.14

7.1.15

7.1.16

the reliance on future rain events and the nature of the fractured rock
aquifer.

7.1.13.3 Any delay in bringing the scheme to productive capacity would result in an
increase in debt levels which would increase the price of water. However,
as the Project is forecasting sales of 84.8% of the vield and 69.4% of the
harvest there is some mitigation for this risk.

The City of Burnside Risk Management Policy, adopted March 2008, applies the risk
management process as detailed in the standard AS/NZS 1SO 31000:2009 Risk
Management — Principles and Guidelines.

This Policy should be used by ERA Water as the basis for risk management
throughout the design, construction and administration of the Project unless there is
a higher standard used by another of the ERA Water Councils and then that ought
to be applied.

The Risk Register for the Project was developed consistent with City of Burnside
Risk Management Policy.

7.2 Risk Mitigation

7.2.1

7.2.2

7.2.3

724

7.2.5

The ERA Water Constituent Councils have identified a requirement to nominate
strategic and operational Project Managers. The Project Managers will be required
to further develop, manage and monitor the risk register associated with the Project,
reparting on key risks to the key governing stakeholders as outlined in the ERA
Water Charter.

The Project Managers should be encouraged to employ management systems to:

« ensure compliance with standards, legislation, impacting plans and funding
requirements;

s provide quality outcomes;

o facilitate document control; and

e regulate cost management.
Consistent with good project management practice risk management should be a
standing agenda itemn at any Project Management meetings during the construction
phase of the Project.
Reporting protocols should also be established for the Project to ensure the Chief
Executive Officer and, where appropriate, the individual Councils are apprised of
areas of risk.
The City of Burnside should ensure that the mitigation strategies identified for the

risks associated with the Project are implemented and that these are progressively
updated as the Project is implemented.
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7.1.12

7.1.13

71114

7.1.11.5

7.1.11.6

71117

7.1.11.8

We note that 300ML of demand has been identified from educational
institutions (155ML), commercial customers (45ML) and other local
government authorities {100ML) who are located along the Project pipe
network. In order to achieve the forecast sales 81% of these customers
would need to commit to take water from the Project or other customers
would need to be identified.

Notwithstanding that there has been a positive response to this
opportunity to date there are no formal binding commitments in place for
the sale and purchase of water. Furthermore, although the Department
for Education and Child Development has provided a letter of support for
schools to connect to the Project, - until such support is formalised
contractually, this remains a significant risk to the financial viability of the
Project.

Further, it is quite conceivable that the potential customers who have
been identified will have very different requirements for water over the
timeframe of the Project and indeed that some of the schools or open
spaces will disappear over time.

A failure to secure the forecast demand volumes would mean that ERA
Water may operate in deficit for a period of time or the Constituent
Councils may pay a higher price for water than would be payable to SA
Water, this risk is highest in the early year of operation due {o debt
servicing obligations.

Mitigations for this risk could include adding external private sector
expertise to the Board to ensure ERA Water is operated as far as possible
along commercial lines.

Regulatory Regime

7.1.121

7.1.12.2

We consider it highly unlikely that ESCOSA will find the current pricing
methodology used in the financial model of charging other customers 80%
of the comparable price of SA Water to be acceptable in medium term.

ERA Water will therefore be required to demonstrate it is charging a price
reflective of full cost recovery, we acknowledge that this may result in a
price which is not dissimilar to the price used in the model but there are
likely to be additional regulatory compliance costs associated with any
change that will need to be accounted for.

Timing of Yield Forecasts

7.1.13.1

7.1.13.2

We have some concerns with the timing of the yield forecasts to bring the
scheme into productive use given the experiences of other local
authorities undertaking projects of a similar nature and with regard to the
potential for bore failure over time.

This aspect of risk is beyond our area of expertise but it would seem that
assuming the productive capacity of the scheme is maintained over the
entire 70 year life of the Project is an area of some risk particular given
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7.1.9.4

annual demand at the commencement of the drought cycle. The “mixing
zone” is where saline groundwater and fresh recycled stormwater are
mixed in the aquifer and accounted for in the 20% licence credit to the
aquifer required by DENR licence. These factors are accounted for in the
W&G design.

The proposed mitigation strategies for this risk include undertaking a
statistical analysis of the forecast customer demand at the start of
production and reviewing this over time to provide customer protection
against 1:50 year droughts. Based on this analysis the Project will seek to
store two times (2 x) the forecast annual demand volumes as part of the
operating procedures. This will be done by utilising the surplus production
capacity in the design, particularly during the early years of the Project
when the saleable yield in year three is 40.9% of the estimated harvest,
65.5% in year four and 81.8% from year five onwards when the Project is
in full production.

7.1.10 Long Term Membership of a Regionat Subsidiary

7.1.11

7.1.10.1

7.1.10.2

7.1.10.3

We consider the long term risks associated with membership of a regional
subsidiary, comprised of four Councils, should also be rated as Very High,
as there are a number of examples in South Australia where regional
subsidiaries have not withstood the test of time and in fact have been
wound-up.

Our concerns arise as the financtal viability of the Project is dependent on
each of the Council's agreeing to purchase specified volumes of water
and there are no binding agreements in place to commit to these volumes.
In addition, the ERA Water Charter does not provide any financial
certainty regarding the costs which may arise in the event one or more
Council resolves to exit the subsidiary at some time in the future.

Mitigation strategies that could be considered to address this risk would
include the Constituent Councils of ERA Water entering into contractual
commitments to take the specified volumes of water, and the reviewing
the provisions of the Charter to determine if greater certainty can be
provided.

Sale of Significant Volumes of Water

7.1.111

7.1.11.2

7.1.11.3

The financial viability of the Project relies upon the sale of water to third
parties.

This is not inconsistent with the wide ranging objects and purposes of the
Charter which include that the Subsidiary should ‘maximise economic,
environmental and social benefits to the community’ along with being
financially seif-sufficient as far as possible’.

However, we consider the securing of the sale of additional significant
volumes of water to customers other than the Council's for the life of the
Project to be a risk which should be rated as Very High.
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Table 11: Project Residual Risk Categorisation

Water source catchment

Proposed treatment measures 10 12 27

2
5

Aquifer Storage and recovery 3 9 9 21
3

Distribution and intended use 8 8 19

Governance arrangements 1 17 18

Total 1 13 58 36 108

We note this was a preliminary assessment of residual risk undertaken to
approximate the effectiveness of implementing general control measures,
accordingly further discussion will be required to identify control measures for the
risks identified in the workshop and subsequently.

Further to the preliminary risk assessment we have addressed in detail the following
key risks.

Climate Issues

7.1.9.1 Risks associated with climatic events were dealt with in the original risk
assessment, however given the potential significance of the risk insulating
the Project from drought and climate change has been further analysed,
particularly in relation to the climate change and urban infill and the ability
to supply water to customers in the event of drought. Given the
significance of the issues this is expanded upon below.

7.1.9.2 According to analysis undertaken by the CSIRO the growth of impervious
area, occurring as a result of urban infill and increased residential density,
and the predicted volume of direct runoff over the next 50 years in
metropolitan Adelaide will approximately balance with the predicted
reductions in rainfall due to climate change.

7.1.9.3 The City of Salisbury (Salisbury) undertook an analysis of a particular
northern catchment on the likelihood of the annual rainfall during droughts
to calculate the statistical likelihood of the worst case of low flow events in
order to model how much water was required in storage for customers to
give 1:50 year protection. According to this work the longest period of
droughts has averaged between seven and eight years over the last 120
years. Based on this the design criteria for an ASR system needs to
reflect the demand quantities per annum which in turn influences the
storage volumes required to ensure enough water is stored to meet
customers demand in the aquifer with annual top ups from stream flows.
The analysis showed that this can statistically occur even in times of
drought to assists in ensuring the customer demand is met over a seven
to eight year period of drought. In the case of the catchment analysed by
Salisbury the quantity of water required in the aquifer over and above the
loss to the “mixing zone” was found to be approximately double that of the
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7. PROJECT RISKS AND MITIGATION STRATEGIES

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(h) any risks associated with the project, and the steps that can be taken to manage,
reduce or eliminate those risks (including by the provision of periodic reports fo the
chief executive officer and to the council);

7.1 Risk Management

7.1.1  This report assesses the risk management actions taken or being considered for the
Project. It is not the purpose of the report to prepare a comprehensive risk
management plan, however a level of assessment has been undertaken on the
identified risks and the mitigations that have been developed.

7.1.2  The Project financial risks are considered in Section Six of this report.

7.1.3  The Stormwater Harvesting Feasibility Study for the Project sought to minimise the
overall project risks in the scheme, this is reflected in the selection of sites for
treatment, bores and source water which were considered to be the most efficient
and low risk.

714 As part of the Stormwater Harvesting Feasibility Study, a risk workshop was
undertaken on 12 October 2011 to identify and assess the risks for components of
the proposed scheme. The following components of the scheme were assessed at
the workshop:

o Water source catchment;

¢ Proposed treatment measures;

* Aquifer storage and recovery;

¢ Distribution and intended use; and

¢ Governance arrangements.

7.1.5 The workshop participants included the Steering Group, consultant team and

representatives from the Adelaide and Mount Lofty Ranges Natural Resource
Management Board, South Australian Environment Protection Agency, Department

of Water and CSIRO. The Risk Register developed at this workshop is included as
Attachment Six.

7.1.6  The risk workshop assessed potential environmental, health, social and governance
risks based on their likelihood and magnitude of consequence.

Table 11 shows the number of risks identified for each area assessed and the
residual risk rating post consideration of effective control measures. The only risk
that remained at the highest level of risk categorisation (very high) after treatment,
related to the risk of the Commonwealth Government not providing any funding.
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6.3.8 In order to ensure its financial goals are achieved the City of Burnside has prepared

key financial indicators in its Long Term Financial Plan in relation to:

Operating Surplus Ratio;

Net Financial Liabilities Ratio;

Interest Cover Ratio;

Asset Sustainability Ratio; and

= Asset Consumption Ratio.

6.3.9  The key financial indicators are as shown below.
Key
Financial 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Indicators
Operating
Surplus 1 2 3 1 3 4 5 7 6 7
Ratio (%)
Net Financial
Liabilities 389 503 497 491 473 437 378 315 254 188
Ration (%)
Interest
cover Ratio 02 12 19 19 19 18 16 14 11 09
(%)
Asset
Sustainabilty 86 127 94 9N g2 93 a2 94 90 g2
Ration (%)
Asset
Consumption 70 70 69 69 68 68 67 66 66 65
Ration (%)

6.3.10 The operations of ERA Water are not forecast to have a material impact on the City
of Burnside financial position over the 10 year timeframe of the LTFP as total budget
expenditure is over $39.5 million and the lower cost of water during this period is
estimated at $350,000. Therefore, the Project is not considered to have any
material impact on the achievement of the key financial indicators above.
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6.3.4  The financial viability of the Project can be seen to be closely correlated to the

6.3.5

6.3.6

6.3.7

discount rate applied.

The financial viability of the Project is considered from the perspective of whether it
can produce and sell water at a breakeven price which is the same as SA Water
charges or lower.

6.3.5.1 At a discount rate of 3.19% the Project is considered to be financially
viable if it sells 255ML, which is 40.33ML more than the ERA Water
Councils have committed to.

6.3.5.2 At a discount rate of 5.21% the Project is not considered to be financially
viable unless it sells 326ML which is 111.33ML more than the ERA Water
Councils have committed to.

The Project financial model is constructed at a high level, our own financial
modelling was undertaken at a more detailed level to ensure Council is informed on
the timing impacts of the operations of the subsidiary. This modelling is based on
the Project financial model but has also, out of necessity, made certain assumptions
about the funding of the Project, the future price of SA Water and other key
variables. These assumptions are shown in Attachment Four.

Based on the sale of 458ML of water, our detailed financial modelling produces the
following cutcomes.

6.3.7.1  The ERA Water Constituent Councils are forecast to pay a lower price for
water than the forecast SA Water price in each year of the Project.

6.3.7.2 The forecast ERA Water price averages $2.73 over the Project life,
whereas the forecast SA Water price for the same period is $8.79. A
comparison with the SA Water price is shown at Attachment Five.

6.3.7.3 The Net Present Value of the difference in the price paid to ERA Water
compared to paying SA Water prices is estimated to be $20.386 million at
a discount rate of 3.19% and $9.339 million at a discount rate of 5.21%.

6.3.7.4 It should be noted that the potential metropolitan Council customer has
indicated a willingness to become a customer of ERA Water at a price
which is approximately 11% higher than has been included in the financial
model. If this higher price was reflected in the financial modelling it would
increase the Net Present Value of the Project to $22.103 million at a
discount rate of 3.19% and $10.265 million a discount rate of 5.21%.
Further, the ERA Water average price to Constituent Councils would
decrease to $2.31.
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

275 515 385 260 290 275 430 260 185 225 250

6.3.2.7 In this context the discount rate used in the financial model has only been
higher than the rate reported by the LGFA once in the past nine years.

6.3.2.8 However, according to the World Bank from 1975 to 2013 the real interest
rate in Australia has been above 4% in 28 of those 39 years, and over this
time it has averaged 5.41%.

6.3.2.9 It should be noted that over the period for which comparable data exists,
the World Bank average real interest rate is 3.94% whereas the LGFA
average rate is 3.36%. Using the LGFA rates to adjust the World Bank
rate produces a long term real rate of 5.21%.

6.3.2.10 In our view the risk profile of this Project is higher than for ‘normal’ Council
business due to the reliance on external customers to underpin the
financial model and therefore applying a rate higher than the average
LGFA real interest rate is appropriate.

6.3.2.11 Given the Project is to be funded by debt the weighted average cost of
capital could be linked to the interest rate on borrowings for the Project,
adjusted for inflation expectations (the Reserve Bank of Australia target
range is 2% to 3%).

6.3.2.12 The Local Government Finance Authority has quoted nominal interest
rates of 4.5% for a loan term of 20 years (the longest term on offer). This
implies a real interest rate of 2.0% over the 20 year term. We note this
implied real interest rate is lower than the rate used in the financial model
and is significantly less than the average real rate reported by the World
Bank over the past 39 years.

6.3.3 Table 10 shows the impact on the Project price of water using various discount
rates. The discount rates used are the average LGFA real interest rate (3.19%), the
rate used in the Project model (4%) and the World Bank average real rate adjusted
to the LGFA rate (5.21%). For comparative purposes it has been calculated that a
minimum sales volume of 282ML would be required for the model to produce a price
of water which is comparable with that of the SA Water price, this is 67.33ML more
than the Constituent Councils have committed to.

Table 10: Project Financial Model Water Prices at Various Discount Rates

Project Financial Model (458ML.) $2.10 $2.26 $2.51
282ML $3.07 73.32 $3.72
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6.2.10 These borrowings will only be repaid from the operations of the Project if the

6.2.1

6.2.12

revenue from the sale of water is higher than all the cash costs associated with the
Project. Based on the Project financial modelling this will occur.

The Project will create an interdependent relationship between the City of Burnside
and the other members of the Section 43 Authority possibly extending beyond the
70 year economic life of the Project assets, to ensure that it remains a viable
alternate long term source of water supply, when compared to the existing mains
water supplied by SA Water. This is a particularly relevant issue if any projected
sales targets are not met or if costs exceed estimates, as in that situation each
Council will be required to bring to account their share of any Operating Deficit,
contribute additional funds or effectively underwrite additional debt facilities to
ensure that all operating and capital costs are met.

Further, it should be noted that the Councils will be liable on a joint and several
basis for the ERA Water debt.

6.3 Financial Viability

6.3.1

6.3.2

The Project financial modelling is based on equivalent annual value {EAV) which
calculates a breakeven price for water which on average over the life of the Project
should be lower than the SA Water price in order for the Project to be considered
financially viable.

A key determinant of the breakeven price in the financial model is the discount rate.

6.3.2.1 The discount rate is the interest rate used in a discounted cash flow
analysis to determine the present value of future cash flows.

6.3.2.2 The discount rate in a discounted cash flow analysis takes into account
not just the time value of money but also the risk or level of uncertainty of
future cash flows. The greater the uncertainty the higher the discount
rate.

6.3.2.3 Selecting an appropriate discount rate is therefore a significant decision.
Many private sector companies use their weighted average cost of capital
(the cost of equity and the cost of debt) if the project risk rating is similar
to that of the business.

6.3.2.4 It is acknowledged that it is difficult to accurately determine a real cost of
capital for Councils. A discount rate for project evaluation needs to have
regard to expected long-run real interest rates over the 70 year life of the
Project.

6.3.2.5 The financial model is based on a 4% discount rate which is proposed as
a reasonable estimate of the long term “real” cost of capital for Councils.
Real interest rates are nominal interest rates adjusted for inflation.

6.3.2.6 The Local Government Finance Authority of South Australia (LGFA) has
published Real Interest Rates for local government for the period FY2006
to FY2014 (the average for this period is 3.19%), with forecasts for
FY2015 and FY2016. These rates are shown below.
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6.24 The Operating Cost provisions appear reascnable based on the current costs

6.2.5

6.2.6

6.2.7

6.2.8

6.2.9

incurred by the City of Tea Tree Gully and on the assumption that Council staff will
undertake the maintenance works required within their own Council area and on-
charge this as a cost to ERA Water.

The key assumptions in the Project financial mode! which impact the recurrent and
whole-of-life costs include the following.

¢ Discount rate 4%.
» The capital cost is estimated at $22.850 million.

¢ All capital is debt funded by the Section 43 Authority with full repayments of
principal and interest made from operations.

e All assets are depreciated in accordance with their useful life. The useful
life of various asset classes is Pipes 70 years, Treatment earthworks 70
years, Sunk costs 70 years, Stormwater structures 50 years, Bores, valves,
buildings and electrical 30 years, Pumpsffitting 15 years and Treatment
Plants 10 years.

¢+ The volume of water harvested is of which 540ML is available for sale but
the volume sold is limited to 458ML.

CPI is applied in the financial model on the price charged for water and on
operational costs at the rate of 3.5%. We note that the CPI rate used is higher than
the Reserve Bank of Australia target range for this index, which is 2% to 3%.

Funding for the Project is from contributions by the Commonwealth Government
($9.5 million), from the AMLRNRM Board ($2.0 million) and with the balance from
local government, in the form of ERA Water. As the ERA Water Constituent
Councils are choosing to contribute funds through borrowings with costs capitalised
{added to borrowings) until the Project is in full production this contribution will be
approximately $12.624 million on our estimates.

The funding grant from the Commonwealth Government and AMLRNRM is to be
provided over the two phases of the Project as shown in Table Nine.

Table 9: Project Funding Contributions

Design and Approvals $1.4m $1.4m
Construction Phase $8.1m $2.0m $10.1m
Total $9.5m $2.0m $11.5m

The contribution from ERA Water is therefore assumed to be borrowed at prevailing
market interest rates offered by the Local Government Finance Authority at the time.
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6.1.24 Assuming there are no significant technical or climate related issues it is forecast
that the Project will produce more water than is required by the Constituent Councils
in three years from commencement of construction. As a consegquence we believe it
will be extremely difficult to secure customers to commit to the purchase of water
before the Councils are required to commit to undertake the Project, this demand
risk requires mitigation.

6.1.25 Provided the ERA Water members commit, then the demand risk lies in securing
customers for the available water at a price which is less than that charged by SA
Water or other providers of recycled water.

6.1.26 The demand risk would be mitigated if the ERA Water members make a long term
commitment to pay for the volumes of water they have identified in the preparation
of the financial model and their demand rises above these forecast levels.
Furthermore the ERA Water members must also commit to not act in a way that
inhibits the Project from ever operating in the manner intended. At present we see
the lack of contractual certainty to commit to these volumes of water as a risk we
would rate as Very High.

6.2 Recurrent and Whole-of-Life Costs, Financial Arrangements

6.2.1 The commencing recurrent costs of the Project are Fixed Operating Costs of
$150,000 per annum and Operational Costs of $300,970.

6.2.2 The Fixed Operating Cost is an administrative cost allowance of $150,000 which is
intended to cover the employment costs of an Executive Officer, a 0.25FTE
Technical Officer and the operations of a Section 43 Authority. We believe this cost
is likely to be significantly understated once the subsidiary moves to sell water into
the marketplace and an actual cost in the range of $250,000 to $300,000 would be
more realistic to cover;

» Employment package of a suitably qualified and experienced Executive
Officer, including motor vehicle expenses;

s The infrastructure required to provide administrative functions (i.e. financial
accounting system, |T hardware and software, staff accommodation, etc.);
and

e Governance costs relating to the Board of ERA Water including annual
external audit costs, Audit Committee costs, preparation of regulatory reports
(e.g. Strategic Management Plan, Annual Business Plan and Budget, Annual
Report, LTFP, Asset Management Plan etc.).

6.2.3 The Operating Costs for the Project are forecast to be $300,970, these are intended
to cover:

¢ Maintenance of the treatment facilities and bores;
e Electricity costs based on $0.23 per Kwh; and

¢ Licencing.
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6.1.22

6.1.23

Table 7: Project sensitivity to changes in Fixed Operating Costs

Project Financial Model (458ML) $2.26 $2.37 $2.59
340ML $2.88 $3.02

The Operational Cost estimates in the financial model are $300,970, this is intended
to cover maintenance, electricity and licences.

6.1.22.1 The maintenance cost of $125,000 per annum is a provision based on
each of the ERA Water Councils providing labour to attend to
maintenance requirements within their Council area and on-charging the
subsidiary for this cost. In the event that ERA Water is required to
contract out this service the provision may be insufficient.

6.1.22.2 There does not appear to be an allowance for call-outs for repairs and
maintenance or reactive maintenance arising from unplanned works or for
backflow testing required by legislation, including such an allowance
would increase the overall Operational Cost.

6.1.22.3 The cost of electricity is included at the rate of $0.23 per kWh. It is
expected that most irrigation will occur at night which will incur an off-peak
tariff, however there will be both on and off peak power cost in operating
the network (injection will occur 24 hours per day and network transfers
will occur during the day). The tariffs for power purchased through LGA
Procurement are peak - $0.288 per kWh and off-peak $0.148, with
additional fees for standing charges and meter reading. According to
WE&G 67% of pumping will oceur off-peak. Therefore, the rate of $0.23
per kKWh appears to be an adequate provision. We note that increasing
the cost of power to $0.28 per kWh (the peak rate) would add over 10% to
the Operational Cost.

6.1.22.4 The provision for licence costs of $15,000 appears to be reasonable.

The sensitivity of the financial model breakeven price of Project water to changes
only in the Operational Cost is shown in Table Eight. For comparative purposes it
has been calculated that if Operational Costs were to increase by 20% then a
minimum sales volume of 289ML would be required for the mode! to produce a price
of water which is comparable with that of the SA Water price, this is 84.33ML more
than the Constituent Councils have committed to.

Table 8: Project Price Sensitivity to Increases in Operational Costs

Project Financial Model (458ML) $2.26 $2.32 $2.39
299ML $3.18 $3.25 53

[

%]
]

%]
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6.1.18 Council should ensure a detailed risk assessment is undertaken on these identified

financial risks to ensure the Project benefits warrant the level of risk associated with
the Project.

6.1.19 Due to the sensitivity of the Project financial model, the impact of the following
financial risks are outlined and expanded upon below.
6.1.19.1 Increases in Fixed Operating (administrative) Costs.
6.1.19.2 Increases in Operational (maintenance and operating) Costs.
6.1.20 The revised Project financial model includes a provision of $150,000 for Fixed
Operating Costs, this has been increased from the original financial model
provisions of $75,000 ar $125,000 which were provided for comparative purposes.
6.1.20.1 These provisions are intended to cover the employment costs of an
Executive Officer on a 0.75 FTE basis, a 0.25 FTE Technical Officer and
the operations of a Section 43 Authority, with a Council officer
administering the financial management of the Authority.

6.1.20.2 All of the costs of operating the Section 43 Authority need to be properly
identified and accounted for in the Project financial model. In our
experience, these costs include staffing, administrative and financial
support, accommodation, technology and communications, office
expenses, costs of legislative compliance and independent audit
requirements.

6.1.20.3 Based on our experience and knowledge of the current costs of operating
a Section 43 Authority we believe the provisions in the financial model are
inadequate over the life of the Project and a more realistic estimate of the
Fixed Operating Costs would be in the order of $250,000 to $300,000 per
annum once the subsidiary is established particularly if it is attempting to
sell a significant volume of water and service a number of additional
customers.

6.1.20.4 We accept that it is possible for a Section 43 Authority with the
responsibilities for ERA Water to operate with a lower operating cost for a
period of time particularly during the construction and commissioning
phases and whilst the Project is not producing significant volumes of
water for sale.

6.1.20.5 However, it would be prudent to give consideration to mitigating this risk
by securing a long term fixed price for the delivery of these services
through a tender or outsourcing process, or by arrangement with an ERA
Water constituent Council.

6.1.21 The sensitivity of the financial model breakeven price of Project water to changes in
the Fixed Operating Cost is shown in Table Seven. For comparative purposes it has
been calculated that if Fixed Operating Costs were to double then a minimum sales
volume of 340ML would be required for the model to produce a price of water which
is comparable with that of the SA Water price, this is 125.33ML more than the
Constituent Councils have committed to.
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6.1.17.8 The cost of connecting schools and other customers to the network acts a
financial deterrent to them connecting to the scheme. As the cost of
connecting reserves is excluded from the financial model, if this cost
cannot be passed on to customers it will increase the price of Project
water.

Mitigation: Work within the existing regulatory regime to ensure that water
can be supplied at a lower cost than the comparable price of SA Water in
order to provide sufficient incentive for customers to absorb the cost of
connection.

6.1.17.9 Increases in the required amount of the debt facility, or an increase in
interest rates, result in increased operating costs related to servicing the
debt facility.

Mitigation: Secure long term fixed interest rates.

Mitigation: Obtain fixed price tenders where possible to limit potential cost
overruns, ensure effective project and cost management is in place.

6.1.17.10 Loss of income from lower demand or lower water volumes than forecast.

In this context we note that the City of Burnside demand will decrease by
15ML if the schools {or other customers) do not commit to taking water
from the Project.

We note that the ‘take or pay’ basis of the financial arrangements will
compel a Council to a certain volume of water, this may be more or less
than is required by a Council in the ordinary course of operations.

6.1.17.11 Delays in reaching full production resulting in higher operational costs.

Mitigation: Implement effective project management and ensure the
appropriate technical expertise is engaged.

We note that other projects of a similar nature have yet to produce
meaningful volumes of water more than 5 years after construction. If this
were to occur the Project would be required to take on higher debt levels
than forecast which would ultimately lead to an increase in the projected
operating deficit, an increase in the number of years the subsidiary is
forecast to operate in deficit for, and a higher cost of water arising from
the increase in the cost base. [n all probability a combination of all of
these would occur.

6.1.17.12 Ability to secure customers for the life of the Project.
Mitigation: Enter into long term contracts with potential customers.

We note that it is extremely unlikely that any customers can be secured
for the 70 year estimated life of the Project.
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6.1.16 The revenue projections in the financial model for the Project are based on a
comparison with the SA Water price (Tier 2} for the supply of potable mains water of
$3.32/kL in FY2015. The model shows that on average the Project delivers water at
a price which is significantly lower than the comparable price of SA Water. In fact,
based on the assumptions in the model the price of ERA Water is lower than the
price of SA Water in each year of the model.

6.1.17

There are a number of financial risks associated with the Project which have been
identified at a high level, these are outlined below together with any identified
mitigation strategy.

6.1.17.1

6.1.17.2

6.1.17.3

6.1.17.4

6.1.17.5

6.1.17.6

6.1.17.7

Changes in the requlatory regime.

Sovereign risk that ownership rights of stormwater will be asserted by the
State Government.

SA Water prices for potable water are lower than used for comparative
purposes in the financial model i.e. future increases are less than the rate
of inflation used in the financial model resulting in a lower projected price
and the potential for the subsidiary to operate at a deficit.

Ability to meet supply obligations to customers in the event of system
failure or breakdown.

Mitigation: Ensure the network can be supplied by SA Water in the event
of failure. We note that such an event could mean that ERA Water is
obliged to provide water at a higher cost than the price it is receiving from
customers.

Mitigation: Ensure supply contracts contain a provision which ensures
ERA Water is not compelled to provide a specified volume of water.

ERA Water debt facilities are provided on a joint and several basis.
Higher capital expenditure during the construction phase.

Mitigation: Obtain fixed price commitments and the use of competitive
tender processes.

We note that a considerable component of the cost of the Project is
incurred in laying a pipe network and there is a risk that the contractor
may strike rock, we are advised that this risk has been capped at $1.5
million which is a significant mitigation. Further, approximately 80% of the
Project capital cost has been confirmed through a procurement process.

The Construction contingency of 20% may be inadequate.

Mitigation: Obtain fixed price tenders where possible.
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6.1.14

6.1.15

6.1.13.1

6.1.13.2

6.1.13.3

Although SA Water is responsible for setting specific prices (such as
supply and usage charges) for residential and non-residential customers;
those prices must comply with the average revenue caps in the
Commission’s Final Revenue Determination.

According to the most recent Determination, in 2014/15 and 2015/16 the
average revenue will be allowed to increase with the annual change in
CPI only.

It should be noted that the Chairman of SA Water has recently publically
called for a 3 per cent to 5 per cent reduction in the price of SA Water for
FY2017 with increases linked to the consumer price index after that.

The timing impacts associated with revenue projections as the Project moves into
full production are shown below along with key revenue assumptions.

6.1.14.1

6.1.14.2

6.1.14.3

6.1.14.4

$6 million of the grant income is treated as revenue.

Construction and commissioning occurs over fwo years, with water
produced for sale from year three onwards. The total volume of water
sold in year three is 270ML, in year four it is 432ML and in year five (full
production) it is 458ML..

The available volume of water is ‘sold’ firstly to the ERA Councils at a
price which is directly comparable with the price charged by SA Water or
which is lower than the forecast SA Water price when the subsidiary is
able to recover all of its operating costs and net of any income received
from the sale of water.

Water is sold to other customers at a price which equates to 80% of the
forecast SA Water price. The forecast SA Water price is based on the SA
Water (Tier 2) price for the supply of potable mains water ($3.32/kL in
2014/2015). This price is increased by 1.7% in FY2016 (the forecast
increase in the consumer price index), decreased in FY2017 by 4% (the
mid-point of the range referred to by the Chairman of SA Water (see
6.1.13 above) and then increased in accordance with forecast movements
in the consumer price index used in the model i.e. 2.6% per annum.

Revenue projections for the first five years of the Project are shown in Table Six.

Table 6: Project Annual Revenue Projections Years 1 to 5

Operating Grants 6.000

ERA Councils 0.000 0.000 0489 0.516 0.747

Educational Institutions & Other customers 0.000 0.000 0.147 0.390 0.400
Metropolitan Council 0.000 0.000 0000 0202 0.279

Total

6.000 0.00 0636 1.108 1.426
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6.1.5  Water usage by the City of Burnside over the past four years is shown below. The

6.1.10

6.1.11

6.1.12

6.1.13

demand identified in Table Five above, of 110ML, has been achieved only once over
this four year period and is less than the average volume of water used over this
same period (94.5ML).

2009110 201011 201112 2012113

77 ML 84 ML 106 ML 111 ML

Therefore, it should be noted that in some previous years a lower volume of water
has been used than would now be required to be paid for under the proposed 'take
or pay’ arrangements through ERA Water.

The second source of revenue for the Project is from potential customers who are
supplied with the surplus water that is not required for re-use by the Councils.

Based on the identified demand from Constituent Councils, the Project will have up
to 325.33ML per annum of harvested and treated water available for sale to
customers.

Located along the Project pipe route there are nine public schoois, eight private
schools, the University of South Australia Magill campus, four private sector
customers and one non-ERA metropolitan Council who could be serviced by the
planned distribution network. The potential consumption for these customers has
been estimated at 300ML, as follows.

6.1.9.1 DECS schools 73ML;

6.1.8.2 Private Schools and University of South Australia 82ML; and
6.1.9.3 Commercial customers 45ML.

6.1.9.4 Non-ERA metropolitan Council 100ML.

The cost of connecting these customers to the Project distribution netwark has not
been included in any financial modelling.

The volume of water required by the metropolitan Council has been provided by
senior officers, who have expressed interest in becoming a customer based on
FY2015 prices of up to $3.00/kL.

The actual demand from the remainder of the potential customers has not vet been
quantified, neither are there contractual agreements in place with DECD, the
individual schools, the University or any commercial customer. We note that
although it is anticipated that DECD will provide a letter of support for schools to
connect to the Project in 2016 it is highly unlikely that the Project will produce any
surplus water for sale to customers until 2018 (at the earliest).

ESCOSA is responsible for the economic regulation of water and sewerage services
in South Australia.
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6. FINANCIAL ASSESSMENT

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(e)
1]
(¢)

if the project is intended to produce revenue, revenue projections and potential
financial risks;

the recurrent and whole-of-life costs associated with the project including any cosls
arising out of proposed financial arrangements;

the financial viability of the project, and the short and longer term estimaled net
effect of the project on the financial position of the council;

6.1 Revenue Production, Revenue Projections and Potential Financial Risks

6.1.1
6.1.2

There are two sources of revenue to be generated by the Project.

The first source Is the price to be charged by ERA Water to the Constituent
Councils. We are advised that this is a ‘take or pay' commitment to a specified
volume of water for a particular Council at a price which is directly comparable with,
or lower than, the price charged by SA Water whilst the subsidiary recovers all of its
costs e.g. the cost of borrowings, depreciation, maintenance, administration etc.
associated with the Project.

The two Project treatment sites will harvest 660ML and yield 540ML with a
distribution network servicing identified demand of 214.67ML/a from the ERA Water
Constituent Councils. There is also potential irrigation demand of approximately
300ML identified in the Department of Education and Child Development (DECS)
schools, private schools, the University of South Australia, industrial customers and
other local authorities who are located on the distribution network.

As shown in Table Five demand from Constituent Councils has been revised down
from the original Feasibility Study estimate to 214.67ML/a, or 39.8% of the available
harvested vield.

Table 5: Water demand by ERA Council to be serviced from Project

City of Bumside 145 1102
City of Campbelltown 100 0
City of Norwood Payneham & St Peters 114 76.67
City of Tea Tree Gully 119 0
Town of Walkerville 15 28
Total 494 214.67

h Net annual mains irrigation is mains irrigation less areas supplied from existing bores
2 City of Burnside demand is based on DECS commitment to take water, otherwise this will be reduced to 95ML
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5.1.4

515

51.7

Consultation on the Project to date has taken the following forms.

5.1.4.1

5.1.4.2

5.1.4.3

Elected Members - various formal meetings of Council from 2009
onwards as evidenced by the resolutions of Council contained in
Attachment One — Council Resolutions.

Community — Council's website is linked to the ERA website which has
considerable information on the Project with links to key documents.
Information was provided on consultation opportunities and events, along
with an on-line feedback form. A Community Information Day was held on
23 March 2014 at Tusmore Park.

Government agencies - participating councils have been working with the
Federal Government's Department of Sustainability, Environment, Water,
Population and Communities, the AMLRNRM Board, SA Water,
Environmental Protection Agency, State Government Department of
Environment, Water and Natural Resources and Department of Health as
well as the relevant State and Federal Ministers, on the various aspects of
the Project.

The City of Bumside has provided information to the community consistent with its
Community Engagement (Public Consultation} Policy.

ERA Water will be required to give consideration to adopting a formal consultation
strategy to ensure that any specific consultation requirements of the Commonwealth
Funding Deed are fulfilled.

The City of Burnside should ensure that the ERA Water consultation strategy is
consistent with the Community Engagement (Public Consultation) Policy.

5.2 Community Influence and Contribution

5.2.1

There is sufficient evidence to suggest that there has been an acceptable level of
consultation with the local community.
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5. COMMUNITY CONSULTATION

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(d) the level of consulfation with the local community, including contact with persons
who may be affected by the project and the representations that have been made
by them, and the means by which the community can influence or coniribute to the
project or its outcomes;

5.1 Level of Consultation

5.1.1  The City of Burnside Community Engagement (Public Consultation) Policy, adopted
20 October 2009, is guided by Section 50 of the Local Government Act, and is
reflective of the International Association for Public Participation's Public
Participation Spectrum.

5.1.2 The Public Participation Spectrum identifies a range of ways of engaging with the
community, using techniques which vary in their purpose, potential impact on the
community and the requisite tools required. It goes beyond legislative requirements,
providing opportunities for community engagement through a continuum of
engagement ranging from informing to consulting to involving communities.

51.3 The Community Engagement (Public Consultation) Policy identifies a range of
methods to inform, consult or involve the community depending on a range of
factors, these methods include:

¢ Advertising in Messenger Press or other newspaper;
« Distribution of leaflets / newsletters;
s Email notifications;
s Messenger Column;
» Council website;
* On-site signage;
¢ Media releases;
» Promotional displays at Civic Centre and/or other Council venues;
¢ Social media communications;
e Focus magazine; and
e Other magazine articles.
BRM Holdich ©
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4.3.6.1

4.3.6.2

4.3.6.3

4.36.4

Part 4 of the Clause 7 Statement describes the competitive neutrality
obligation on local government. The statement requires that Local
Government significant business activities are subject to the same rules
and regulations as private businesses in order to ensure that publicly
owned businesses do not enjoy any net competitive advantage simply
because they are publicly owned.

Competitive neutrality is about ensuring that the significant business
activities of publicly owned entities compete fairly in the market.

The application of competitive neutrality principles is about transparent
cost identification and pricing in a way which removes or neutralises the
net cost advantages arising from public ownership when compared to
private sector operators. These principles do not apply to those activities
which are non-business or non-profit activities.

If the operations of ERA Water are considered to constitute a significant
business activity deemed to be significant within the definitions of Clause
7 then ERA Water would need to give consideration to whether
competitive neutrality principles will need to be applied to their operations.
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425

4.2.4.3 A consumption effect of $8.252 million, as a proportion of these wages
and salaries are typically spent on consumption and a proportion of this
expenditure is captured in the local economy.

The total economic impact of the development of the Project is summarised in Table
Four.

Table 4: Regional Output Activity from the Waterproofing Eastern Adelaide Project

Output (M) $22.850 $23.247 $16.150 $62.247
Employment (Jobs) 26 73 63 162

Wages and salaries (M) $4.427 $5.119 $3.657 $13.203
Value-added (M) $8.210 $9.112 $8.252 $25.574

4.3 Fair Competition

4.3.1

4.3.2

4.3.3

4.3.4

4.3.5

4.3.6

The Project will create an alternate supply of water to those currently provided in the
region by the public sector provider.

The Regional Subsidiary intends to sell water harvested from the Project that is
surplus to their identified needs of the ERA Councils, this will effectively result in an
increase in competition in the market.

The water industry is regulated by the Essential Services Commission of South
Australia (ESCOSA), an independent economic regulator, established under the
Essential Services Commission Act 2002. The Essential Services Commission Act
specifies the objective of ESCOSA is the:

‘protection of the long term interests of South Australian consumers with respect to
the price, quality and reliability of essential services”

ESCOSA is responsible for industry licencing, consumer protection and retail
pricing. It must be noted that ESCOSA has stated that it is important for all water
retailers, regardless of size and scale, to ensure that prices and revenues are
sufficient to recover the prudent and efficient cost of providing those services.

ESCOSA will require ERA Water to apply the National Water Initiative Principles
relating to cost recovery, pricing and transparency in its pricing of water for sale, this
should ensure the operations are not unfairly subsidised to the detriment of any
potential competitors.

ERA Water will also need to assess whether their operations constitute a “significant
business activity” in accordance with the Clause 7 Statement of the Competition
Principles Agreement and the Government Business Enterprises (Competition) Act
1996 which provides the framework for implementing National Competition Policy by
local government entities in South Australia.
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4.2 Economic Impact

4.2.1

4.2.2

4.2.3

4.2.4

Total output from the Project, including all direct, industrial and consumption effects,
is estimated to increase by up to $68.104 million. This represents a Type 2 Output
multiplier of 2.724 and is comprised of the following.

4.21.1 The total value of the construction investment of $22_85 million.

4212 A rise of $23.247 million in the demand for intermediate goods and
services from a direct increase in output from the construction investment,
including the flow on effects as demand for local goods and services
increases.

4.2.1.3 The consumption effects from the creation of jobs in the economy arising
from the increases in direct and indirect output which are estimated to be
$16.150 million.

Based on the Project estimated capital expenditure the construction output should
result in an increase of up to 162 jobs from a Type 2 employment multiplier of 6.321,
as detailed below.

4.2.2.1 The direct effect is estimated to create up to 26 jobs.

4.2.2.2 The indirect or flow on effect is estimated to result in the gain of a further
73 jobs.

4,223 The consumption effect is estimated to boost employment by 63jobs.

The estimated impact on wages and salaries is by up to $13.203 million,
representing a Type 2 multiplier of 2.983, the components are detailed below.

4.2.3.1 The increase from the direct effect is estimated at $4.427 million.

4232 The indirect or flow on effect is estimated at $5.119 million, which
represents a Type 1 Wages and Salaries multiplier of 2.157.

4.2.3.3 The consumption effects under this scenario are expected to further boost
employment in sectors such as retail therefore further increasing wages
and salaries by an estimated $3.657 million.

The impact on value added is estimated to increase by up to $25.574 million, this
represents a Type 2 Value-added multiplier of 3.115 and is comprised of the
following.

4241 A directimpact of $8.210 million.

4.2.42 An indirect or flow-on effect in terms of local purchases of goods and
services is anticipated of $9.112 million, this represents a Type 1 Value-
added multiplier of 2.110.
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4. CONTRIBUTION TO ECONOMIC DEVELOPMENT

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(c)

the expected contribution of the project to the economic development of the local
area, the impact that the project may have on businesses carried on in the proximity
and, if appropriate, how the project should be established in a way that ensures fair
competition in the market place;

4.1 Contribution to Economic Development

411

Economic development can be defined as efforts that seek to improve the economic
well-being and quality of life for a community by creating and/or retaining jobs and
supporting or growing incomes and the tax base. The contribution to economic
development of the local area will, primarily, come from the following sources:

e Construction activity;
e Employment, in the construction phase; and
+ Potential increased economic viability arising from security of water supply.

For modelling purposes, the design and construction activity of the Project is
estimated to have a capital cost of $22.85 million, this will generate economic and
employment multiplier benefits to the broader economy from the economic activity
that will be generated during the construction phase.

41.21 The economic impact assessment undertaken to identify the potential jobs
and incomes that may be associated with the Project is based on a
measure of the value added and employment associated with the
investment. This is consistent with the predominant measure of national
economic activity, Gross Domestic Product.

4.1.22 The expenditures associated with this development will have direct
economic effects, indirect effects of related purchases in the broader
economy and induced effects of spending on goods and services by the
employees of the companies providing goods and services to the Project.

4.1.2.3 In particular, the economic assessment considers the following impacts:

+» Qutput;

¢ Employment;

e Wages and Salaries; and

e Value-added.
Based on the relevant economic muitipliers the impact of the expenditure associated
with the construction of the Project has been derived by the City of Onkaparinga

using Input-Output methodology, a common tool for measuring secondary and
tertiary economic effects.
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¢ Tables that list the conditions which are applicable to complying development,
and
* Mapping, showing the broad distribution of land uses and movement patters
throughout the council area.
3.3 Council Wide Section
3.3.1  The relevant principles within the Council wide section of the Development Plan

relating to the Project are:
3.3.1.1 Environmental Protection; and
3.3.1.2 Public Utilities and Infrastructure.

The relevant objectives and principles of development control for these policies will
need to he taken into account when applying for Development Approval.

ment Zone

The Langman Recreation Reserve is located in Waterfall Gully Road and is within
the boundaries of the Residential Zone, Policy Area 27.

The construction of a biofiltration system is not a form of development which is
contemplated in this Zone.

The objective and principles of development control for this zone and Policy Area
are additional to those expressed for the whole of the council area. These should
have been taken into account in the application for Development Approval.

3.3.2
3.4 Develop
3.4.1
342
343
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3. OBJECTIVES OF THE DEVELOPMENT PLAN

3.1

3.2

Local Government Act, Section 48 (2) The following are prudential issues for the purposes of
subsection (1):

(b)

the objectives of the Development Plan in the area where the project is to occur;

Development Approval

3.141

3.1.2

3.1.3

3.1.4

3.1.5

The Project involves the creation of infrastructure for stormwater harvesting and
distribution across the council areas of Burnside, Campbelltown, Norwood
Payneham & St Peters, and Walkerville.

Council Development Applications are required for most building works. A
Development Application for the Project is made to the Council in whose area the
works are to be undertaken and outlines the scope of works and provides estimates
of construction costs etc.

Within the Council area the Project involves the laying of a pipe network and the
construction of a 250ML capacity underground water storage tank at Langman
Recreation Reserve.

Under Schedule 3 Clause 2 (1) (a) of the Development Act Regulations the laying of
the pipe network does not constitute development for the purposes of the
Development Act.

A Development Application was lodged on 30 January 2015 for two underground
water storage tanks at Langman Recreation Reserve. These works which are
considered to be relatively minor works and we see no reason that Council should
not be the relevant planning authority.

City of Burnside Development Plan

3.21

3.2.2

3.2.3

Development in the City of Burnside is governed by the Development Plan -
Burnside (City), pursuant to Section 33 of the Development Act 1293, consolidated
30 January 2014.

The Development Plan covers matters including land division, design and
appearance, environmental, amenity, heritage and conservation, trees and
vegetation, movement and parking of vehicles, utilities and infrastructure, hazards,
zoning issues and guidelines.

The current Development Plan is structured as follows:

* A Council wide section containing general policy that applies across the area;

¢ Overlays;

¢ Zones, these provisions give greater certainty and direction about where certain
forms of development should be located and identifies generally envisaged

forms of development. The objectives and design requirements for
development in the particular area are also expressed.
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2.8 National Objectives

2.8.1  The National Water Initiative (NWI) is a national blueprint for water reform originally
agreed in 2004 by the Council of Australian Governments to increase the efficiency
and sustainability of Australia’'s water use. The NWI establishes four sets of
principles relating to:

+ Recovery of capital expenditure;

o Setting urban water tariffs;

» Recovering the cost of water planning and management; and
¢ Recycled water and stormwater reuse.

2.8.2 Feasibility study funding was received from the Commonwealth Government under
the National Urban Water and Desalination Plan; Stormwater Harvesting and Reuse
Grants Round 2 which had the objectives of reducing the use of potable water and
increasing urban water supply security.

2.8.3 The Commonwealth Government has adopted a Clean Water Plan, which is
described as having community-based and practical environmentalism at its core.
The Plan incorporates a sustainable plan for the Murray-Darling Basin, a Water
Security Plan and protection of the Great Barrier Reef. These are shown in the
graphic below.

Clean Water
L
Murray-Darling Water Securlty
~ Plan
Bl e Empowar kocal Appoint | Consider 1 s Impk Initiata
-3 panel of Meatures potaniisl 344 million Croven of Dugong and
national Infrastracture daliver wiler water w naw dams resf trust to Thomy Turtle
managemant raduciion axpats hamass Improve Eradication Protection
thrpats Stomwater water qualiy Man Pan

2.8.4 The Waterproofing Eastern Adelaide Project is closely aligned with the principles
established in the National Water Initiative and the Water Security aspect of the
Clean Water Plan, considering measures to harvest stormwater.
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Table 3: Project Alignment with the South Australian Strategic Plan

Vision - We value and protect our water resources

Goal - South Australia has reliable and sustainable water resources and is a leader in
wastewater, irrigation, stormwater and groundwater management

73. Recycled stormwater

South Australia has the system The Project provides the capacity to High
capacity to harvest up to 35 GL of harvest 494 ML/a of stormwater
stormwater per annum by 2025

75. South Australia’s water The Project captures and reuses

resources are managed within stormwater thereby improving the

sustainable limits by 2018. sustainability of the State's water
resources.

High

2.7.3 The State Government released the ‘Water for Good’ plan in 2009 to plan for the
State's water future to 2050, this plan aimed to reduce reliance on rivers, reservoirs
and aquifers by developing new water sources and by working smarter with the
available sources of water.

2.7.4  The Project is in line with the goals outlined in ‘Water for Good’ which predicted a
target for Adelaide's stormwater reuse of 20Gl/a by 2013 and 60GL/a by 2050.

2.7.5 Water Proofing Adelaide is part of the South Australian Government's blueprint for
sustainable water management. There were three sections to the program,
supported by 63 key strategies.
2.7.5.1 Management of our existing resources;

2.75.2 Responsible water use; and
2.7.5.3 Additional water supplies.

2.7.6 Securing additional water supplies is evident in 23 of the 63 strategies.

2.7.7 ltis evident that the objectives and strategies of the Water Procfing Adelaide will be
supported and advanced through the Project.

2.7.8 The Adelaide and Mount Lofty Ranges Natural Resources Management Board has
set a stormwater reuse target for Adelaide of 75%.

2.7.9 The Project supports the AMLRNRM aim by collecting water from the top end of the
catchment and reusing it.
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