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Letter of transmission

2 May 2013

The Honourable Mark McArdle
Minister for Energy and Water Supply
Level 13, Mineral House

14 George Street

BRISBANE QLD 4000

Dear Minister
SEQ Water Grid Manager Annual Report 2012-13

This Annual Report outlines the activities and achievements of the former SEQ Water Grid
Manager and was prepared from records and information available at the end of its
operations. The functions for the SEQ Water Grid Manager were transferred to Seqwater on
1 January 2013 under the Queensland Government’s policy to reduce the cost of supplying
drinking water across the region.

This has been completed with reference to the following:

e the prescribed requirements of the Financial Accountability Act 2009 and the Financial
Performance Management Standard 2009

e the detailed requirements set out in the Annual Report Requirements for Queensland
Government Agencies.

A checklist outlining the annual reporting requirements can be accessed from
www.segwater.com.au.

Yours sincerely

Terri Benson
Chief Executive Officer
Seqwater
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About this report

The SEQ Water Grid Manager 2012—-13 Annual Report has been produced according to the
standards detailed in the following Queensland legislation and Government guidelines:

e Financial Accountability Act 2009
e Financial and Performance Management Standard 2009
e South East Queensland Water (Restructuring) Act 2007

e Annual report requirements for Queensland Government agencies — requirements for
the 2012-13 reporting period.

The Annual Report is an essential part of the SEQ Water Grid Manager’s corporate
governance standards.

Contact us

For information about the SEQ Water Grid Manager, or for copies of this report, please
contact:

Seqwater
PO Box 16146
CITY EAST QLD 4002

You can also download electronic copies of this report at: www.seqwater.com.au

Translating and interpreting assistance

The Queensland Government is committed to providing accessible services to
Queenslanders from culturally and linguistically diverse backgrounds. If you need an
interpreter, please call the Translating and Interpreting Service (TIS National) on 131 450 and
have them contact Seqwater on +61 7 3035 5600 between 8am and 5pm, Monday to Friday
(except public holidays).
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Our business

Our vision Our mission Our values
To deliver world class Safe, secure and efficient Our values are:
water security and value bulk water services for e innovative
to our customers South East Queensland .
. e deliver value
through partnership and _
innovation. * motivated

e adaptable

e professional.

About us

The SEQ Water Grid Manager started operation on 1 July 2008. It is a statutory body
established under the South East Queensland Water (Restructuring) Act 2007 responsible for
strategically operating the SEQ Water Grid.

Our primary functions to strategically operate the SEQ Water Grid, under legislation, are to:

e purchase water services and sell water as outlined by the South East Queensland Water
(Restructuring) Act 2007

e deliver levels of service under the System Operating Plan, with reference to the Water
Act 2000

e ensure financial and corporate governance compliance applicable to statutory bodies
(Financial Accountability Act 2009, State Water Authorities Governance Framework 2008
and Statutory Bodies Financial Arrangements Act 1982)

e comply with The Market Rules SEQ Water Market, with reference to the Water Act 2000.

We do not own infrastructure assets but hold the urban water entitlements for South East
Queensland. This means we can make strategic and operational decisions to produce and
move water where it is needed most, at the least possible cost, rather than an interest in
infrastructure assets.

Machinery-of-Government changes

On 29 November 2012, the South East Queensland Water (Restructuring) and Other
Legislation Amendment Act 2012 was passed in the Queensland Parliament to provide for
the merger of the SEQ bulk water businesses — SEQ Water Grid Manager, LinkWater and
Seqwater — into a new bulk water supply authority. The merger took effect on 1 January
2013 and will help reduce the cost of supplying drinking water across the region through
efficiencies gained from the reduction of board and executive costs and enable the new
business to rationalise administrative and corporate costs.
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Operational performance

This is the final Annual Report for the SEQ Water Grid Manager and outlines its operations
from 1 July to 31 December 2012.

In its five years of operation, the SEQ Water Grid Manager strategically operated the SEQ
Water Grid, through partnering with State and local government organisations to deliver a
safe and reliable drinking water to the South East Queensland community. Our organisation
also delivered economic stewardship for the State-owned bulk water authorities, ensuring
our bulk water services deliver value-for-money and are provided cost effectively.

During 2012-13, the South East Queensland region continued to have a high-level of water
security. Consequently, our operating focus for the SEQ Water Grid has been to improve
efficiency and reduce operating costs for the SEQ Water Grid. The key priorities for our
organisation during 2012—-13 have been:

e be prepared for the next wet season

e be an efficient, effective and low cost operator

e contribute to the bulk water authority merger and transition process

e build stakeholders’ understanding of the Water Grid and the SEQ Water Grid Manager.
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Priority area 1 — operations

About this priority area

A key role for the SEQ Water Grid Manager is to direct the SEQ Water Grid operations to
ensure a safe, secure and efficient water supply to South East Queensland. During 2012-13
our operational focus was to direct the operation of the SEQ Water Grid and specify SEQ
Water Grid asset service performance optimally to put downward pressure on costs and
ensure contract compliance.

Performance

Business strategy

Prepare accurate short to
medium term demand
forecasts for operational and
financial purposes.

Key priority

Be an efficient,
effective and low
cost operator.

. Performance

e Upgraded short and medium term demand
forecast model by December 2012. The demand
forecasting function transferred to Seqwater on 1
January 2013.

e Demand forecasts for the connected area of the
Water Grid are within +/- 10% of actual demand.

Fully utilise existing bulk
water services to supply bulk
water to our Grid Customers
in an efficient and cost
effective manner.

Be an efficient,
effective and low
cost operator.

e Updated and submitted the Annual Operations
Plan to the Queensland Water Commission by 30
November 2012.

e Managed the SEQ Water Grid against the risk
criteria in the five year South East Queensland
Operating Plan, to deliver:

— alessthan 0.1% probability of key Water Grid
storages reaching 40% in five years

— alessthan 0.01% probability of key Water Grid
storages reaching 30% in five years.

e  Grid Service Providers complied with Grid
Instructions.

e Used the Decision Support System for operational
planning and capital planning assessment.

Timely identification for
implementation of additional
or upgraded bulk water
services needed to supply our
Grid Customers

Be an efficient,
effective and low
cost operator.

e Provided a submission to the Queensland
Competition Authority regarding Grid Service
Charges for 2012-13.

e Provided strategic advice to the Minister regarding
the capital expenditure greater than $2 million.

To manage water quality
across the Water Grid to meet
our contractual obligations to
our Grid Customers, and to
facilitate the identification of
improvements from a whole-
of-Grid perspective.

Be an efficient,
effective and low
cost operator.

e  Published the Customer Confidence Report (Bulk
Water) on the bulk water supply water quality.

e Achieved 100% against water quality metrics
including nil detections of Escherichia coli (E. Coli).

e Water quality improvement projects were put on-
hold due to merger activities and will be
considered as part of Seqwater’s strategic planning
process.
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Priority area 2 — risk and technology

About this priority area

The SEQ Water Grid Manager through planning, development and implementation of
-.practical tools and business processes:

e manages SEQ Water Grid Manager risks and emergencies

e maintains a framework for the management of SEQ Water Grid risks

e |everages best practice technological solutions to support the effective management of
our business and the efficient operation SEQ Water Grid.

Performance
Business strategy Key priority Performance
Risk management that: Be prepared for e Developed a revised SEQ Water Grid Risk
e  makes transparent and the next wet Management Plan and this was approved by the
promotes the season. Rules Administrator on 9 November 2012.
management of whole-
of-Grid risks by those
best placed to manage
them
e isembedded in all
business-as-usual
processes and decision
making.
Facilitate integrated critical Be prepared for e Updated processes to outline the procedure to
infrastructure planning across | the next wet engage with the Queensland Police regarding
the Water Grid in line with season. critical infrastructure incidents.
national security standards.
Emergency management that: | Be prepared for e Updated the SEQ Water Grid Emergency Response
e integrates with relevant the next wet Plan (version 4) and this was approved on 4
emergency management | S€ason. September 2012.
frameworks outside of e Conducted a test emergency exercise to practice
the Water Grid and validate emergency management
e s sustainable through arrangements.
robust training, processes
and procedures.
Implement and maintain an Be an efficient, e Due to the merger activities, activities in this area
information and effective and low were delivered to maintain business services and
communication technology cost operator. improvement projects were put on-hold.
capability that:
e supports the delivery of
our business strategies
and processes
e improves the operation
of the Water Grid and our
ability to deliver
operational efficiencies.
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Priority area 3 — governance and regulatory compliance

About this priority area

This priority area focuses on delivering a service that meets our customers’ expectations. A
significant component of our customer service role is to deliver on the statutory obligations,
to a high standard, using best practice governance processes.

Business strategy

Proactive governance and
compliance to ensure the
efficient and effective
performance of our statutory
obligations.

Performance highlights

Key priority

Be an efficient,
effective and low
cost operator.

What we did

Met all required governance and compliance
actions outlined in our statutory obligations.

To be accountable to, and
transparent with, our
customers about the services
we provide through contract
management and timely
reporting.

Be an efficient,
effective and low
cost operator.

Conducted quarterly Grid Customer and Grid
Service Provider reviews.

Facilitate the supply of PRW
for commercial and industrial
use.

Be an efficient,
effective and low
cost operator.

This strategy was put on-hold and is being
considered as part of the Queensland
Government’s review of the Western Corridor
Recycled Water Scheme.

Support all levels within the
SEQ Water Grid Manager by
providing timely and accurate
legal advice that is practical
and relevant to the way the
SEQ Water Grid Manager
operates.

Contribute to the
bulk water
authority merger
and transition
process.

Staff participated in the consultation and review
process regarding the development of the relevant
legislation required to enact the merger of the bulk
water authorities.

Priority area 4 — finance and corporate services

About this priority area

The SEQ Water Grid Manager is responsible for buying water services and selling wholesale
water products in South East Queensland; and to optimise, where possible, its balance

sheet.

This priority area focuses on ensuring our organisation is an efficient, effective and low cost
operator. Our people make this a reality. Through implementing effective policies, systems
and processes, we ensure that our organisation is able to attract and maintain talented

professionals to work in our organisation.
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Business strategy

Implementation of effective
debt management and cash
flow strategies.

Performance highlights

. Key priority

Be an efficient,
effective and low
cost operator.

What we did

Achieved required financial targets.

Ensure our long term financial
forecasting is as accurate as
possible.

Be an efficient,
effective and low
cost operator.

Enhanced our financial modelling capabilities.

Improve our team
effectiveness and
performance through well
documented, automated
business processes and
performance management to
meet business objectives.

Be an efficient,
effective and low
cost operator.

This strategy was put on-hold and is being
progressed as part of the merger of the bulk water
authorities.

Maintain a team culture in-
line with the values and
behaviours important to the
staff.

Contribute to the
bulk water
authority merger
and transition
process

This strategy was put on-hold and is being
progressed as part of the merger of the bulk water
authorities.

Priority area 5 —Water Grid communications

About this priority area

In 2010, the responsible Minister for the SEQ Water Grid centralised the coordination of
communications with the public, media, Government, customers and stakeholders to
provide a cohesive response to all matters relating to the SEQ Water Grid. The SEQ Water
Grid Manager hosted the central communications function on behalf of the SEQ Water Grid

bulk water authorities.

Business strategy

Ensure that the objectives of
the SEQ Water Grid
Communications Unit
(Communications Unit) are
underpinned by an
overarching and achievable
communications strategy
which is adjusted and
evaluated formatively.

Performance highlights

. Key priority

Be an efficient,
effective and low
cost operator.

What we did

This strategy was put on-hold and the responsibility
for these actions were progressed as part of the
merger of the bulk water authorities.

Actively contributed to the development of the
new bulk water authority’s communication
strategy.

Through the utility of the
Customer Confidence Report,
the websites and by other
proactive means, we will
continue to highlight how the
Water Grid helps to underpin

Build stakeholders’
understanding of
the Water Grid and
the SEQ Water Grid
Manager.

Published the Customer Confidence Report,
updated the website and responded to reactive
media enquiries.



SEQ Water Grid Manager Annual Report 2012-13

Business strategy Key priority What we did

the growth and prosperity of

the region.

Implement proactive Build stakeholders’ | e  This strategy was put on-hold and the responsibility
communications with our understanding of for these actions were progressed as part of the
Government stakeholders by | the Water Grid and merger of the bulk water authorities.

providing advice on the the SEQWater Grid  ,  proyided communication and government relations
optimal operations and Manager. services to the Program SEQ Bulk Water — the
benefits of the Water Grid.

project office managing the merger process.

Increase our customers’ and Build stakeholders’ | e  This strategy was put on-hold and the responsibility

stakeholders’ knowledge and : understanding of for these actions were progressed as part of the
understanding of our the Water Grid and merger of the bulk water authorities.
organisation. the SEQ Water Grid

Manager.

10
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Corporate governance

Planning and reporting framework

The-SEQ Water Grid Manager is a statutory body established under the South East
Queensland Water (Restructuring) Act 2007. We are governed by a Board of Directors
reporting to our responsible Ministers:

e Minister for Energy and Water Supply, Mark McArdle MP
e Treasurer and Minister for Trade, Tim Nicholls MP.

To guide our business activity, we prepare a five year Strategic Plan and an annual
Operational Plan, which details our business strategy and operational priorities. These plans
are a performance contract with our responsible Ministers. To ensure compliance with our
statutory responsibilities, we undertake a rigorous reporting regime. We report on our
operations to our stakeholders through a range of publications, including:

e this Annual Report

e Annual Market Rules Review

e quarterly and annual System Operating Plan reports

e quarterly report against the strategic and operational plans
e quarterly report against the State Borrowing Program.

Our Board and committees

The SEQ Water Grid Manager’s board strategically guides our organisation on the
opportunities to strengthen the operation of the SEQ Water Grid. It accomplishes this
through planning and continuing to monitor and evaluate the operations of the Water Grid
Manager. Our Board is responsible for:

e determining our strategic direction

e determining our organisation’s operational, administrative and financial policies
e ensuring we deliver the objectives under our strategic and operational plans

e reporting the performance outcomes to the responsible Ministers

e reviewing the performance of the Chief Executive Officer.

Attendance
The Board met six times during 2012-13.

Meetings held Meetings attended
Gary Humphrys | 6 | 6
Gordon Jardine 6 5
Dr David Cunliffe 6 6
Teresa Dyson 6 6

11
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Our Board members

Our Board members bring to the Water Grid Manager, extensive experience and knowledge
in the water and energy supply industry. The Board members are:

e Gary Humphrys, Chair

e Gordon Jardine, Deputy Chair
e Dr David Culiffe, Member

e Teresa Dyson, Member.

Gary Humphrys — Chair

Gary has a strong background in finance and spent a large part of his career in the mining
and energy industries. In 1998, he took the position of Chief Financial Officer of Stanwell Ltd
and ultimately became its Chief Executive Officer. Gary has held a number of board
appointments to corporations within the energy, water, mining and health industries. He is a
member of the Ergon Energy Board and a member of the Australian Institute of Chartered
Accountants and the Australian Institute of Company Directors.

Gordon Jardine — Deputy Chair

Gordon Jardine is the Chairman of ElectraNet SA, the South Australian electricity
transmission utility. He was formerly (1995 — 2011) the Chief Executive of Powerlink
Queensland, which owns, develops and operates the $5.5 billion high voltage electricity grid
in Queensland. Gordon brings to our Board a strong background in the regulated utility
sector, management of capital-intensive assets and in implementing industry reforms. He
holds bachelor degrees in engineering and commerce, and a masters degree in
environmental science. In addition, he is a Fellow of the Australian Institute of Company
Directors, the Australian Institute of Management and the Australian Academy of
Technological Sciences and Engineering.

Dr David Cunliffe — Member

Dr David Cunliffe is the Director of the Environmental Health Service with the South
Australian Department of Human Services. David is a highly respected scientist and academic
in the water industry. He was a National Health and Medical Research Council representative
on the Rural and Remote Water Quality Steering Group, and on the Northern Territory’s
Remote Community Water Management Project Reference Group.

Teresa Dyson — Member

Teresa Dyson is a partner with Blake Dawson. Teresa is a leading practitioner in taxation law,
particularly in relation to the taxation of financial arrangements, infrastructure and Public
Private Partnership developments, leasing, and debt/equity rules. Teresa is a member of the
Board’s Audit and Risk Management Committee. Teresa holds tertiary qualifications in arts,
law, taxation and applied finance and brings a wealth of knowledge from the financial,
government and not-for-profit, sectors to our Board.

12
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Audit and Risk Management Committee

The Audit and Risk Management Committee assists the Board in discharging its financial and
risk governance responsibilities. It oversees the financial reporting processes that ensure the
accuracy, transparency and integrity of reported financial information. The members of the
committee are:

e Teresa Dyson, Chair
e Gary Humphrys, Member.

The Committee is responsible for reviewing and monitoring the following:

e the effectiveness of our organisation’s internal control and risk management systems
once established

e the effectiveness and outputs of the internal audit function, including reports and
recommendations

e the preparation of the annual financial statements

e the independent audit process, undertaken by the Queensland Audit Office

e our organisation’s process for monitoring compliance with laws, regulations, internal
standards and policies

e the development of the risk framework.

Attendance

The Audit and Risk Management Committee met three times during 2012-13.

Member Meetings held Meetings attended
Teresa Dyson 3 3
Gary Humphrys 3 3

Risk management and accountability

We are committed to developing an organisational culture that delivers effective business
risk management. The function of risk management is to support the achievement of our
corporate objectives. The scope of our risk management program includes financial,
operational, communications, stakeholder and customer relations and legal aspects. We
have developed a robust risk management and governance framework to ensure we meet
the accountability measures required under the following legislation:

South East Queensland Water (Restructuring) Act 2007
Water Act 2000
Financial Accountability Act 2009

Statutory Bodies Financial Arrangements Act 198.

13
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Each month the board receives a Monthly Performance Report outlining the organisation’s
progress and performance against the 2012 Operational Plan — the performance contract it
has with its responsible Ministers.

Internal audit

Internal audit is a key function we undertake to manage our organisational risk. The
Executive Management Group, with the Board, develops strategic and annual internal audit
plans. During 2012-13, all internal audit activities were undertaken in accordance with these
plans.

Operational governance

As a statutory body we comply with a number of State Government operational governance
requirements in the way we:

e make decisions through ethical behaviour

e protect whistleblowers

e engage consultants

e undertake overseas travel

e manage our information systems and keep records

® manage our waste.

Further information on how we have complied with these requirements is detailed below.

Public Sector Ethics Act 1994

Our organisation values and actively supports a fair, safe and ethical work environment. Our
Code of Conduct aligns with the requirements under the Public Sector Ethics Act 1994. It
provides staff with a guide to the ethical standards and behaviour we expect in our
workplace.

Information systems and recordkeeping

As a knowledge-based business, the SEQ Water Grid Manager recognises the importance of
good record keeping, ensuring that our decisions are accountable to the community. We
have continued to comply with the Public Records Act 2002, Information Standard 40:
Recordkeeping; and Information Standard 31: Retention and Disposal of Public Records.

14
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Our people

Organisational structure

The SEQ Water Grid Manager has a team of 28 full-time equivalent staff with extensive
experience in water operations and business management. Our core skills set include:

water operations

e hydraulic and hydrology modelling

¢ financial management

e emergency management planning

e water quality

e system reliability engineering

e risk management

e business development and contract negotiation

e communications and stakeholder management

information technology.

The organisational structure for 2012-13 is outlined below.

Water Grid
Communications Unit

Director

Operations Unit
Director

Finance and Corporate
Chief Execuitve Officer Services

Director

Governance and
Regulatory Compliance

Director

Risk and Emergency

Director

15
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Executive management group

The Executive Management Group is responsible for implementing the Board’s strategic
vision for the organisation. The team consists of the Chief Executive Officer and five
directors who provide leadership in the areas of:

e Water Grid operations

e risk and technology management

e governance and regulatory compliance
e finance and corporate services

e Water Grid communications.

Barry Dennien, Chief Executive Officer

Formerly the Executive Director of Regional Planning and Policy for the Queensland Water
Commission, Barry was responsible for the Water for today, water for tomorrow — South
East Queensland Water Strategy, draft 2008 and system operation plans for the SEQ Water
Grid.

Barry has 25 years’ experience in water industry operations and planning, and a successful
track record of managing commercial enterprises in the tourism, construction and primary
industry sectors.

Dan Spiller, Director of Operations

Dan joined the SEQ Water Grid Manager team as the Director of Operations in July 2010,
from his previous role as the acting Executive Director of the Queensland Water
Commission. Dan was the principal author of the South East Queensland Water Strategy and
was directly responsible for policy and communications regarding the development and use
of purified recycled water schemes in South East Queensland.

Dan has previously been involved in infrastructure planning and assessment at Brisbane City
Council, the Queensland Competition Authority and the Office of Urban Management. He
holds a Master of Professional Economics, Master of Urban and Regional Planning and
Bachelor of Built Environment.

Elaina Smouha, Director of Governance and Regulatory Compliance

Elaina joined the SEQ Water Grid Manager in August 2009. Her previous roles have given her
a broad range of legal experience having worked as a solicitor in private practice in the areas
of water, construction, mining, government, professional negligence and personal injury.
Elaina holds a Bachelor of Laws and a Bachelor of International Business from Griffith
University.

16
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Michael Lyons, Director of SEQ Water Grid Communications

Michael has wide experience in corporate affairs management and strategic communication
both here in Australia and internationally. A former national award winning journalist,
Michael also has post graduate qualifications in business and has served on a number of
advisory Boards.

Michael joined the SEQ Water Grid in August 2010 after working for one of Australia’s
biggest mining, engineering and water infrastructure companies.

Joanne Collins, Director of Finance and Corporate Services

Joanne joined the SEQ Water Grid Manager in November 2010 bringing 20 years
management experience in business consulting, corporate governance and financial
management from a range of industries. Joanne has received a commendation from the
Auditor-General for financial reform of local government, and was also recognised as Qld
CPA of the Year for the corporatisation of Wide Bay Water Corporation, Queensland’s first
local government owned water corporation. Joanne has been a university lecturer and
provided specialist advice on corporatisation and financial reform nationally and
internationally.

Scott Denner, Director of Risk and Technology

Scott joined the SEQ Water Grid Manager team in July 2009. His previous roles, including
Head of Department (Security, Risk and Compliance) for G4S in London, have seen him gain
extensive knowledge across areas including risk management, business continuity
management and business process improvement. Scott is a Graduate of the Royal Military
College and is a Certified Practising Risk Manager. Scott holds a Bachelor of Management
and Professional Studies and an Associate Diploma of Personnel Administration.

Employment conditions

We employ our staff under the South East Queensland Water (Restructuring) Act 2007 and
their conditions of employment are outlined in the Queensland Public Service Award 2003
and the State government departments certified agreement 20089.
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Financial statements
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