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Environment ACTEW

CORPORATION

1.

Purpose

ACTEW Corporation provides water and sewerage services to the ACT region.

ACTEW Corporation's vision is to be a ieader in the sustainable provision of water and wastewater
services with a focus on:

Safety

Security
Sustainability, and
Efficiency.

ACTEW Corporation will achieve this vision through the effective integration of environmental, social,
financial and technical considerations in all decision-making processes with an aim to maximise value to
our customers.

Scope

The consideration of the natural environment is fundamental in our business activities. Every person
conducting or undertaking business on behalf of ACTEW Corporation has a responsibility to comply with
this policy. The policy applies to all ACTEW Woater activities in Commonwealth, ACT and NSW
jurisdictions.

Policy

3.1 Ecologically Sustainable Development

ACTEW Corporation will conduct its business in line with the principles of Ecologically Sustainable
Development (ESD); namely:

- the precautionary principle — reduce the chance of serious environmental problems even if we are
hot sure that these problems will occur,;

— the inter-generational equity principle — reduce the effects of activities on the environment that the
community, both present and future, relies on to meet its needs and expectations;

- conservation of biological diversity and ecological integrity — maintain or enhance the range of native
plants and animals and the health of natural areas; and

- improved valuation and pricing of environmental resources — improve the way we undertake
valuation of environmental costs and benefits and use this information when making decisions.

3.2 How we will meet our responsibilities
In order to implement our activities in an environmentally responsible and sustainable manner we will:

— meet all environmental regulations and standards;

— mitigate and manage environmental impacts and pollution from all ACTEW Corporation's activities;

- coilate meaningful environmental data relating to the condition of waterways and water supply
catchments to hetp inform management decisions;

- manage water catchments to ensure high quality source water and balance urban and ecological
water supply;

— continually improve environmental performance and transparent reporting;

— reduce greenhouse gas emissions from the business to achieve ACT Government fargets;

- identify and address emerging environmental risks and issues which may affect operations

Date this document takes effect: 27 November 2012 Replaces previous issue dated:
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ACTEW Corporation will pursue achievement of these commitments through its Environmentat
Management System (EMS).

Referenced Documents

Legislative requirements directly related to this policy are oullined in the EMS Legal Register, of
particular importance is the Territory-owned Corporations Act 1990 (ACT) which requires ACTEW
Corporation to operate in accordance with the object of ESD.

This policy is compliant with requirements of the AS/NZS I1SO 14001 standard. The ACTEW Corporation
Integrated Management System (IMS) provides the framework for developing, implementing, monitoring
and reviewing the environmental ohjectives of this policy.

Definitions

Environment is defined in Section 528 of the Commonweaith Environment Protection and Biodiversity
Conservation Act 1999 (EPBC) Act as:

{a) ecosystems and their constituent parts, including people and communities; and

(b) natural and physical resources; and

{(c) the qualities and characteristics of Iocations, places and areas; and

(d) Heritage values of places; and

{e) the social, economic and cultural aspects of a thing mentioned in paragraph (a), (b), or (c).

The ACT Government targets in relation to greenhouse gas emission reduction are set out in the Climate
Change and Greenhouse Gas Reduction Act 2010 and include:

— 240 per cent reduction of 1990 emission levels by 2020;

— a 80 per cent reduction of 1990 emission levels by 2050;

be Carbon neutral by 2080; and

achieve 15 per cent renewable energy supply by 2012, increasing to 25 per cent by 2020.

Date this document takes effect: 27 November 2012 Replaces previous issue dated:
Authorised by: ACTEW Managing Director Page 2 of 2
Author and Qwner; K Dickson
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Purpose

ACTEW Corporation Limited (“ACTEW”) has responsibilities to its customers, the ACT community and the
environment. ACTEW also has an obligation to maximise the sustainable return on investment delivered to
the ACT Government. This Statement of Corporate intent details the performance targets ACTEW will
strive to achieve during the 2012-13 financial year and the three years thereafter. It has been prepared in
accordance with the requirements of the Terrifory-owned Corporations Act 1990 (ACT).

ACTEW’s Main Undertakings

ACTEW undertakes two primary activities.

First, we are the ACT’s supplier of water and sewerage services. We own and operate the ACT's network
of dams, water treatment plants, sewerage treatment plants, reservoirs, water and sewerage pumping
stations, mains and other associated infrastructure. ACTEW consistently delivers safe drinking water and
reliable sewerage services to a community of over 350,000 people.

Second, we are a 50% partner in ActewAGL. ActewAGL consists of two partnerships:

» ActewAGL Distribution owns and operates the electricity and gas distribution networks in the ACT
and in certain adjacent regionai centres; and

+ ActewAGL Retail sells electricity and gas to its retail and commercial customers in the ACT and
surrounding region.

ActewAGL also provides corporate and retail services to ACTEW. ACTEW's corporate structure, including
its investment in ActewAGL, is summarised in Figure 1 below:

ACT Government

100% - The ACT Chief Minister and ACT Treasurer hold
one voting share each

' SPI Assets !
: {Australia) Pty :
i Limited !

i i i
' Jemena Limited ; | AGL Energy Limited i
| : i i
e AU
100%6 , 50% Partner -.-. .-. 50% Partner , 100%
L] 1
_______________ o ! N, JEEII
| JemenaNetworks | | ActewAGL Distribution ActewAGL Retail ; | AGLACTRetall
i (ACT) Pty Limited ~ —— Partnership Partnership 4_._5 Investments Pty Ltd ':
i

! 1 D o}
Key: = Wholly Owned = ActewAGL Partnership | | =JV Partner

ACTEW Company Company ! i Organisation

lmme e = = 1 .




Commercial Objectives and Corporate Strategies

Commercial Objectives

ACTEW is a corporate entity whose main objectives are:
1. Efficiency: To operate at least as efficiently as any comparable business;

2. Sustainable Return: To maximise the sustainabte return to our shareholders on the investment in
ACTEW;

3. Social Responsibility: To show a sense of social responsibility by having regard to the interests of
the community in which we operate, and by trying to accommodate and encourage those interests;
and

4. Environment: To operate in accordance with the objective of ecologically sustainable development
where our activities affect the environment.

These objectives are of equal importance.

Corporate Vision and Strategies

The overarching Corporate Vision which will guide us in achieving our commercial objectives during the
2012 — 2016 period is as follows:

ACTEW'’s Corporate Vision

ACTEW’s Corporate Vision is to: |

1. Be a leader in the provision of safe, secure, sustainable and efficient water and
sewerage services; and
2. Maximise the benefit ACTEW derives from its investment in ActewAGL.

This Corporate Vision has, in turn, shaped seven strategic outcomes ACTEW will strive to achieve during
the 2012-13 financial year and the years thereafter. We will seek to achieve these strategic outcomes
through our day to day operations and through the future activities described in this document.

ACTEW's business and assets are managed, planned, operated and maintained by over 380 personnel
who have qualifications, expertise and experience across many fields including engineering, project
management, financial management, policy, hydroclogy, governance, environmental sciences,
communications and customer services.

The seven strategic outcomes we aim to achieve are:

To be an industry leader in consistently providing safe, efficient and reliahle
~.| water and sewerage services.

= To achieve community awareness of the value of our services, and to
' -7 -| support our community’s wellbeing through the provision of educational
.| services, sponsorships and community support programs.




| To undertake our activities in a sustainable manner, reducing and offsetting
| our impact on the environment in accordance with the ACT Government's
| stated greenhouse gas and renewable energy targets.

To maximise sustainable financial returns to our shareholders.

{ To provide a secure water future for the ACT.

To continue to provide a workplace which is safe, challenging and
rewarding. :

To maintain our investment in ActewAGL in a manner which best serves the
needs of ACTEW and our shareholder.

From time to time, tension may exist between some of the seven strategic outcomes. We attempt to
balance our activities in accordance with our requirements under the Territory-owned Corporations Act
1990 (ACT).

Corporate Governance

ACTEW was corporatised on 1 July 1995 and has governance, compliance, operational and reporting
requirements under a range of Commonwealth, State and ACT legislation, including the Corporations Act
2001 (Cth), Territory-owned Corporations Act 1990 (ACT), Utilities Act 2000 (ACT), Water Resources Act
2007 (ACT), Environment Protection Act 1997 (ACT), Water and Sewerage Act 2000 (ACT), Competition
and Consumer Act 2010 (Cth), Privacy Act 1988 (Cth) and the Dam Safety Act 1978 (NSW). ACTEW also
holds licences for the operation of the water and sewerage business in the ACT.

Risk management is an integral part of the management of our company. ACTEW maintains a risk register
which identifies and addresses risks associated with the company’s responsibilities, activities and
accountabilities. The guiding principle for the register is Risk Management Standard AS/NZS |SO
31000:2009.

ACTEW’s Networks and Investments

Water and Sewerage Networks

Water and sewerage services are delivered via assets with a book value of over $1.7 billion. ACTEW's
asset base is continually improved and expanded as a consequence of Canberra's continued growth and
through our ongoing capital expenditure program.

Physical assets include:

« Water treatment plants at Mount Stromlo and Googong;

¢ The Googong, Cotter, Bendora and Corin Dams. An enlarged Cotter Dam is presently under
construction;

¢ The Lower Molonglo Water Quality Control Cenire which is the largest inland sewerage treatment
facility in Australia;

o QOver 6,000 kilometres of water and sewerage pipes;

e The Fyshwick sewerage treatment facility;

+ The Murrumbidgee to Gocgong Water Transfer Pipeline;

e 46 water reservoirs with a total capacity in excess of 900 megalitres; and

« More than 50 water and sewerage pumping stations.
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Water and sewerage prices are set by the ACT Independent Competition and Regulatory Commission
{ICRC) in a manner which is meant to allow ACTEW to recover the prudent and efficient cost of operating a
water and sewerage utility in the ACT.

ActewAGL

ActewAGL represents a significant investment by ACTEW (see Figure 1 above). The importance of
ActewAGL to ACTEW is highlighted by:

1. The significant contribution made by ActewAGL to ACTEW's financial results;
2. ActewAGL Retail's role as ACTEW's customer interface and retail presence in the ACT community; and
3. The essential corporate services provided to ACTEW by the ActewAGL partnerships.

ACTEW actively monitors its investment in ActewAGL which is governed by a joint venture partnerships
board. That board consists of six members, three of which are appointed by ACTEW's wholly owned
subsidiary companies. ACTEW's Chairman, Deputy Chairman and Managing Director sit on the Board of
ActewAGL. Jemena Networks (ACT) Pty Limited (an indirect subsidiary of Singapore Power) and AGL ACT
Retail Investments Pty Limited jointly appoint the remaining three members. ACTEW maintains a
Commercial Division which closely liaises with ActewAGL.

Future Activities

The 2012-13 financial year and the three years thereafter will he an important period for ACTEW.
During this time we will achieve significant milestones and make important changes to the way in which
our assets are operated and maintained.

There are six key elements which will shape the nature and scope of our activities during 2012-13:

1. Completion of our two largest water security projects;

2. The return to ACTEW of the business unit responsible for the operation and maintenance of our water
and sewerage assets;

3. The Independent Competition and Regulatory Commission’s review of water and sewerage pricing in
the ACT;

4. Our environmental sustainability goals;

5. QOur commitment to the ACT community; and

6. Our financial outlook.

Completion of the Water Security Projects

ACTEW continues to address Canberra's long-term water security needs. Two projects are expected to be
completed during 2012-13 which will significantly contribute to Canberra's water security, being an
enlargement of Cotter Dam and construction of the Murrumbidgee to Googong Water Transfer.

Cotter Dam
The Cotter Dam is one of four dams which serve the ACT region. Originally constructed in 1912, the
dam was the source of Canberra's first water supply.

With continued population growth and drought periodically affiicting the capital, in 2007 the existing four
dams were determined to be insufficient to meet Canberra's long term needs. Consequently, ACTEW
(in alliance with other firms) undertock to design and construct a new, enlarged Cotter Dam. This new
dam will increase the Cotter Reservoir's capacity from 4 gigalitres (GL) to around 78GL.
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During 2011 and early 2012 work at Cotter Dam was severely impacted by wet weather and the
identification of a latent undesirable geological feature. Wide-spread rain and flooding in February and
March 2012 had a severe impact on construction activities, adding cost and several months delay to the
expected completion time for the project. Despite these challenges, the enlargement of Cotter Dam is
anticipated to be completed during 2012-13. The enlarged Cotter Dam will significantly enhance the ACT’s

water supply.

Murrumbidgee to Googong Water Transfer

The Murrumbidgee to Googong Water Transfer is designed to counter the effects of longer, more
severe droughts. The project will allow the transfer of up to 100 megalitres of water per day from the
Murrumbidgee River through a 12 kilometre underground pipeline and along Burra Creek to Googong
Reservoir. The pipeline will also work in conjunction with ACTEW's Tantangara Transfer project, under
which ACTEW has purchased pre-eminent rights to water released from Tantangara Dam.

Construction of the Murrumbidgee to Googong Water Transfer, including intake and pumping
structures, commenced in early 2011. Commissioning of the pipeline is expected to occur in the first
quarter of 2012-13.

The Operation and Maintenance of Our Water and Sewerage Assets

When ActewAGL was formed in 2000, ownership of the ACT's water and sewerage infrastructure was
retained by ACTEW. The operation and maintenance of that infrastructure, however, was undertaken by
ActewAGL Distribution's Water Division under a management coniract.

During 2011 ACTEW undertook a review cf its water and sewérage business, reflecting a desire to ensure
its future efficiency. Following that review, responsibility for the management, operation and maintenance
of the infrastructure was returned to ACTEW on 1 July 2012 and ali Water Division staff were transferred
to ACTEW.

From 1 July 2012, the focus of our network operations will be across four areas:

o Safety: Ensuring the quality of the ACT’s water supply and sewerage treatment, while
maintaining the highest standards of safety for ACTEW's workforce,;

« Security: Maintaining a secure supply of water for the residents of the ACT, Queanbeyan and
surrounding region over the long-term;

¢ Sustainability: Reflecting ACTEW's commitment to environmental and economic sustainability;
and

» Efficiency: Maintaining high standards of service delivery and achieving or exceeding agreed
key performance indicators.



Regulatory Review of Water and Sewerage Services

The ICRC determines the prices that ACTEW may charge for its regulated water and sewerage services.
A new pricing period will commence on 1 July 2013. In turn, this will shape ACTEW's operational, capital
and financial plans over the following five years. In determining prices, the ICRC will engage ACTEW and
the ACT community in a consultative series of submissions, reports, workshops and information sessions.

The final ICRC pricing determination will be delivered in May 2013. The activities ACTEW undertakes
thereafter will be very greatly influenced by that pricing determination, inciuding the form of future
reguiation adopted by the ICRC. In particular;

e The ICRC’s price determination will influence the degree to which we can investin the ACT’s
water and sewerage infrastructure, and

» The form of regulation adopted by the ICRC may either facilitate or constrain our activities.
During the current 2008-2013 pricing period, ACTEW has experienced a significant shortfall in
revenues as a consequence of prices having been fixed by the ICRC over the five year period.
For the next pricing period, ACTEW is seeking an annual price reset so as to minimise the risk
of unwarranted future revenue variance.

ACTEW is seeking a water pricing model which better achieves the recovery of our efficient costs, provides
timely price signals, allows investment certainty, and which aligns with community interests. The outcome
of the ICRC pricing review will be a significant factor influencing ACTEW's ability to meet its future financial
performance targets.

Ongoing Sustainability Goals

We have a strong, ongoing commitment to the environment. For example, ACTEW was an early participant
in Australian carbon abatement markets having undertaken to offset greenhouse gas emissions during the

construction and operation of our water security major projects. We have also undertaken io work towards
meeting the ACT Government's greenhouse gas ahatement and renewable energy targets.



ACTEW will continue this environmental commitment in the forthcoming period through actions which
include:

* The continued delivery of carbon offsets in relation to our water security projects;

s Investment in the ACT's proposed solar farm activities and support for ActewAGL's community
energy efficiency programs;

¢ Investigation of, and investment in (where appropriate), mini-hydro electricity projects;

¢ Liaison with the ACT Government on its carbon abatement and greenhouse gas targets;

* The ongoing activities of ACTEW's environmental management group; and

e Working with the ACT Government and our customers with a view to achieving targets set out in
the ACT Government's Think water, act water strategy.

ACTEW will also work through the practical implications arising from the introduction of a carbon pricing
mechanism in Australia on 1 July 2012.

Our Commitment to the ACT Community

We maintain a high level of community engagement, informing and educating residents and businesses on
a wide range of water related matters.

ACTEW also provides sponsorships, donations and in-kind donations to a variety of events, organisations
and activities that benefit local and regional communities. Our community support is further enhanced by
our investment in ActewAGL and the support it provides to the ACT community.

ACTEW will continue its commitment to the ACT community during 2012-13 and beyond.

Financial OQutlook

ACTEW's financial outlook will be a significant factor shaping the scope of its operations in 2012-13 and
the years thereafter. Our level of debt in particular is likely to influence the nature and scope of the capital
projects we may undertake.

Over the past five years, ACTEW has invested heavily acrass a suite of water security projects. The
resultant infrastructure wili serve the ACT community well into the future. In financing these projects,
ACTEW increased the level of its borrowings. ACTEW's gearing ratio, being its total long term debt divided
by long term debt plus equity, is forecast to reach 61% by 2016.
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This gearing level is not unusual, with price regulators across Australia typically adopting a 60% gearing
ratio benchmark in determining returns to regulated utilities. The rate of increase in ACTEW’s gearing ratio
is forecast to drop substantially after 2012. Nevertheless, ACTEVW's gearing level will act as a natural
constraint to further large capital projects in the near term.

The performance of our investment in ActewAGL will also shape the nature and scope of our future
activities. ACTEW's investment in ActewAGL provides a significant portion of ACTEW's overall profit. The
performance of this investment therefore influences ACTEW's overali financial performance, which in turn
may influence ACTEW's investment decisions. Furthermore, our investment and capital management
decisions may be influenced, in part, by any gap between the accounting profit ActewAGL delivers to
ACTEW and the cash distribution ACTEW actually receives from ActewAGL.

Subject to climatic conditions and the outcome of the ICRC's final pricing determination in May 2013, we
anticipate that the profits we receive from our water business will return to a more typical proportion of our
overall profits from 2014. In 2012 and the years prior, ACTEW experienced a significant shortfall in water
revenues as a consequence of climatic conditions and the fixed water pricing methodology adopted by the
ICRC for the current regulatory period. It is a priority for ACTEW to deliver returns from its water operations
which are consistent with the expectations of its shareholders and in accordance with the asset base return
contemplated by the ICRC.

ACTEW's Gearing Ratio
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Figure 2: ACTEW's Gearing Ratio




Performance Targets

We are obliged by the Territory-owned Corporations Act 1990 (ACT) to operate our business in a way
which achieves shareholder, community and environmental outcomes. For this reason, we judge our own

success against both financial and non-financial measures.

Key Service Delivery Targets

The table below details the key service delivery measures against which ACTEW will assess its
performance during 2012-13. Our aim is to maintain or improve our current performance across each
category during the year. At a minimum, ACTEW will seek to perform its services in a manner which
achieves a satisfactory outcome in each category’.

Service Standard

Natel

ACTEW
2005-11
Average’

ACTEW
2010-11
Actual

Industry

2010-11

Average

Minimum
Satisfactory
Result'

ACTEW
Target -
Maintain

ACTEW
Target -
Improve’
Ei

Real losses (L/service connection/d)

68

Water main breaks 33 27 27 <46 27-39 €27
(per 100km of water main}

Average duration of an unplanned 110 111 125 150 111-112 <111
interruption — water (minutes)

Average Frequency of unplanned 112 11¢ 154 5150 116-126 <116
interruption — water

{per 1000 properties)
-Number of zones where drinking water 100 100 100 100 100 100
microbiological compliance is achieved

(%)

57 64 61.71 <61

gy

<79

Sewerage mains breaks and chokes

39

<100

85-92

<85

(minutes)

92 78
(per 100km sewer main) _
Property connection-sewer breaks and 13 11 10 <35 11-15 <11
chokes (per 1000 properties)
Average sewerage interruption 36 40 180 <300 38-44 <38

Water quality complaints

18 1.0 25 6.7 1.5-2.8 51.5
{per 1000 properties)
Water service complaints 26 2.2 08 2.7 0.8-26 <0.8
_ {per 1000 properties)
Sewerage service complaints 1.0 26 0.9 <2.6 0.9-26 <0.9
{per 1000 properties)
Billing and account complaints — water 0.2 0.2 1.1 €2.2 0.2-1.1 <0.2
and sewerage (per 1000 properties)
Total water and sewerage complaints 4.3 6.4 58 <12 54-75 <54
(per 1000 properties)
Percentage of sewage volume treated 97.4 099.9 9.8 2095 99 100
to a compliant standard (%)
Percentage of biosolids reused (%) 100 100 93 205 100 100
Sewer overflows reportable to the 6.9 3.1 0.5 <6.9 5.0-6.9 <5.0
environmental regulator
{no. Per 100km of sewer main)
Recycled water 11 12 11 211 11-12 212
{percent of effluent recycled)
:Employees -.: T U 3 Lo L e
Separation Rate (%) — Employee and 6.5% 5.2% nfa <0% 5.9%- <5.9%
Organisation Initiated Resignations® 7.4%
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! A minimum satisfactory outcome for a particular category is one which is equal to or less than (or equal fo or greater than,
depending upon the nature of the measure) either (a) ACTEW's current service delivery target, where available, or {b) the highest (or
lowest, as the case may be) outcome recorded by a major Australian water utility for the 2010-11 period in the National Water
Commission's Nafional Performance Report 2010-11.

* Where data has not been recorded in all years from 2005-06 to 2010-11, the average from years in which data was recorded has
been used.

*The “industry” is comprised of major Australian water utilities (i.e. those with more than 100,000 customers).

* Unusual external events beyond ACTEW's control may cause non-typical variances, either positive or negative, to ACTEW's
performance in a service delivery category in any given year. To negate the effect of non-typical events, “improve” for ihe purposes of
this paper means to improve upon (i) the mid-point between our current performance and our average performance, and, (ii) where
practical, to maintain a result which is better than the industry average. Note, however, that (a) there may exist peculiar geographic or
other factors which practically limit the extent to which performance may be improved, and (b) there may be significant cost
implications associated with improving against current performance, resulting in such improvements being undesirable. Improvements
need to be justified on a benefit cost basis. For example, ACTEW's Sewer Breaks and Chokes have reduced substantially over the
preceding years following implementation of a revised maintenance program. However, achieving an industry average may be
uneconomical due to the ACT's semi arid climate and clay secils when compared to other capital cities.

> Historic data reflects combined ACTEW and ActewAGL Water Division data.

In addition, ACTEW is in the process of establishing new performance indicators and targets which relate
to employee safety matters. These indicators include employee participation in work safety groups,
attendance at safety training meetings, hazard identification and management engagement with employees
on safety issues. Once new targets have been finalised, ACTEW's management will track the
organisation’s performance against those measures.

ACTEW's performance against the Water, Sewerage, Customer Satisfaction and Environmental categories
listed above is published in the National Water Commission’s annual Mational Performance Report.

Financial Performance Targets

The following sections detail the key financial measures against which ACTEW will assess its financial
performance during the 2012-13 financial year and the three years thereafter. These forecasts are based
upon certain assumptions. If actual conditions vary from those assumptions, ACTEW's financial
performance may vary materially from the forecasts contained herein. Assumptions and risk factors are
discussed below.
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Financial Statements

ACTEW Corporation Ltd Group 2012 2013 2014 2015 2016
Income Statement Notes Forecast Budget Forecast Forecast Forecast
Year Ended 30 June: 5000 5000 $000 5000 5000
Revenue
Water Business a 138,544 178,370 217,240 229,220 241,420
Sewerage Business a 115,831 128,876 127,560 133,300 139,300
Interest Income 13,638 11,600 6,816 3,971 3,827
Commonwealth Subvention 10,390 10,587 10,788 10,993 11,202
IV Income 80,252 87,541 75,589 81,541 82,403
Cther Revenue 3,190 2,998 3,091 3,187 3,286
361,845 419,973 441,085 462,213 481,438
Expenditure
ACT Government Charges b 26,553 31,546 32,300 32,900 33,600
Depreciation 41,165 36,225 40,821 41,925 43,397
Employment Costs ¢ 7,691 61,723 63,695 65,983 68,489
Water Operating Costs {inc Water Security) d 106,356 78,403 62,469 62,847 63,011
Other Expenses e 6,159 5,899 4,523 4,598 4,726
187,924 213,796 203,809 208,253 213,224
EBIT 173,923 206,176 237,276 253,960 268,215
Interest 72,653 83,002 83,667 83,786 86,821
EBT & Gifted Assets 10,270 123,175 153,609 170,174 181,394
Gifted Assets 0 0 0 0 0
EBT 101,270 123,175 153,609 170,174 181,394
Tax Expense 31,844 38,006 47,454 52,634 56,112
NPAT 69,426 85,168 106,155 117,540 125,282
Transfer to/(from) Retained Profits 0 1] 0 0 0
Profits avallable for Dividends - 40 U s 69,426 85,168 . 106,155 . 117,540 -
Notes:
a Water and sewerage revenue is based on the ICRC final decision adjusted for water consumption levels.
b This includes Water Abstraction Charges and Utilities Networks Facilities Tax.
liis assumed that ACTEW Corporation staffing levels remain at current levels with staff working on WSMP and in Water Division
© absorbed into ACTEW from 2012-13.
d This includes the operation and maintenance costs for the water business and water security operational costs.
e This includes ACTEW Corporation administration expenses including lease, legal and sponsorship expenses.
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ACTEW Corporation Ltd Group 2012 2013 2014 2015 2016

Balance Sheet Notes Forecast Budget Forecast Forecast Forecast
As at 30 June: $000 $000 5000 5000 5000
Current Assets
Cash & cash equivalents 243,782 81,242 50,747 52,392 56,430
Receivables a 45,532 48,719 52,129 55,778 59,683
Other b 19,850 19,850 19,850 19,850 19,850
Total Current Assets 309,165 149,811 122,726 128,020 135,963
Non Current Assets
Non-current securities 740 740 740 740 740
Investments in Other Entities c 555,581 604,176 621,570 649,895 681,017
FITB - Non Cumrent 22,536 26,630 26,630 26,630 26,630
Intangibles (Water Licences) 21,037 21,037 21,037 21,037 21,037
Property, Plant & Equipment d 1,843,039 1,954,053 1,988,887 2,028,921 2,053,401
Total Non Current Assets 2,442,933 2,606,636 2,658,864 2,727,223 2,782,825
Total Assets 2,752,008 2,756,446 2,781,591 2,855,244 2,918,789
Current Liabilities
Accounts Payable 66,456 53,240 57,820 61,376 63,447
Dividends Payable 13,885 17,034 21,231 23,508 25,056
Tax Payable 6,779 7,689 9,691 11,124 12,086
Borrowings ) 15,201 16,843 18,883 20,921 23,144
Provisions b 20,254 33,901 33,901 33,901 33,901
Other 2,996 2,996 2,996 2,996 2,996
Total Current Liabilities 125,572 131,703 144,521 153,824 160,628
Non Current Liabilities
Borrowings {ACTEW) 1,352,135 1,347,453 1,351,093 1,407,304 1,456,280
Deferred Tax Liability 329,548 332,448 341,134 349,273 357,038
Provisions 1,833 1,833 1,833 1,833 1,833
Total Non Current Liabilities 1,683,516 1,681,733 1,694,061 1,758,410 1,815,151
Total Liabilities 1,809,088 1,813,436 1,838,582 1,912,234 1,975,779
Net Assets . -~ o0 943,010 . 943,010~ 943,020° 943,010 . 943,010
Equity
Capital 758,871 758,871 758,871 758,871 758,871
Retained Profits ) 7,801 7,801 7,801 7,801 7,801
Reserves 176,338 176,338 176,338 176,338 176,338
Net Equity R 943,010 °.°043,010 . -'943,010 - . 943,010 " 943,010
Notes:

a Mainly debtors for water and sewerage sales.

b These items include costs for ACTEW employees seconded to ActewAGL.

¢ Mainly investment in the ActewAGL Joint Venture,

d Property, plant and eguipment assets are predominantly water and sewerage assets.
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ACTEW Corporation Ltd Group 2012 2013 2014 2015 2016

Cashflow Forecast Budget Forecast Forecast Forecast
Year Ended 30 june: 5000 $000 $000 $000 $000

Cash Flow from Operations

Receipts from customers 264,976 317,644 355,269 373,051 391,303
Payments to suppliers and employees (144,424) (163,222) {160,156} {163,298} {166,583)
Tax paid {26,596) (34,197) (36,763) {43,062) (47,384)
Interest received 13,638 11,600 6,816 3,971 3,827
Interest Paid {72,653)  (83,002) {83,667) {83,786) (86,821)
Net Cash In/{out)flow from operating actlvities 34,942 48,824 81,498 86,876 94,342

Cash Flow from Investing Activities

JV Distribution Received 43,700 38,946 58,195 53,216 51,281
Payments for Property, Plant and Equipment (225,070) (165,251} (73,910) (81,433} (69,050}
Net cash In/(out)flow from investing activities : (181,369) (126,304} (15,715) (28,217} (17,769}

Cash Flow from Financing Activities

Repayment of Borrowings (66,387} (3,040) (4,320) (6,752) (8,801)

New Borrowings 215,000 0 10,000 65,000 60,000

Dividends paid (67,372} (82,020) {101,958) {115,263} {123,734)
Net cash In/{out)flow from financing activitles 21,241 (85,060) (96,278) (57,015) {72,535)
Net cash movement (65,186)  (162,540) (30,455) 1,644 4,038
Opening cash balance 308,968 243,782 81,242 50,747 52,392
Uosing cash balaie 243783 81242
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Financial Measures

ACTEW Corporation Ltd Group

Financial Ratios
Year Ended 30 June:

Profitability

2012 2013 2014 2015 2016
Budget Forecast Forecast Forecast Forecast
$000 $000 $000 5000 5000

Profitability
Return on Total Assets

Return on Equity

Profit Margin

Liquidity
Current Ratio

Cash Position

Receivables Turnover

Financial Stability

Debt Ratio

Gearing Ratio

Capital Ratic

Debt
Interest Cover Ratio

Return on Total Assets 5.8% 71% 83% 8.8% 9.1 %

Return on Equity 17.0% 2056 % 244 % 26.5 % 28.0 %

Profit Margin 46.0 % 476 % 53.1% 54.6 % 55.4 %
Liquidity

Current Ratio 2452 % 113.7 % 84.5% 832 % 84.6 %

Cash Position 25.9% 8.7 % 55% 5.6% 6.1 %

Receivables Turnover 5.8 6.6 6.9 6.8 6.7
Financial Stability

Dabt Ratio 65.7 % 65.8 % 66.1 % 67.0 % 67.7 %

Gearing Ratio 59.2 % 59.1% 59.2 % 60.2 % 61.1 %|

Capital Ratio 145.0 % 1447 % 1453 % 151.5 % 156.9 %
Debt

Interast Cover Ratio 2.4 25 28 3.0 3.1
Formula:

EBIT (hefore gross interest expense & excl abn items)

Total assets

EBIT (before gross interest expense & excl abn items)
Total equity

EBIT {minus interest revenue)
Revenue {minus interest revenue)
Current assets

Current liabilities

Cash + investments
Total assets

Total revenue excludes subvention, interest income and profit share
Average receivables for period

Total liabilities
Total assets

Total long term debt
Long term debt + equity

Total long term debt
Equity

EBIT {before gross interest expense & excl abn items)

Annual interest payments
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Assumptions and Important Notes

It is important to note the following in regards to financial forecasts contained in this document:

a) Assumptions and Risk Factors

The financial targets set forth in this document are based upon current prices and current forecasts of
water consumption. The forecasts contained in this document are subject to potentially significant variation
arising from factors outside ACTEW’s control. These factors include:

1.

Climatic Conditions: Ordinary variability in climatic conditions may result in material variations to
ACTEW's water consumption forecasts. In turn, this may affect the financial forecasts contained in this
document. Longer term, the impact of climate change may make the task of predicting the ACT's
future water usage difficult, adding further uncertainty to ACTEW's revenue forecasts. Extreme
weather events of any cause may result in financial losses and delays in our operations;

Regulatory Price Setting: The water and sewerage prices and pricing methodology set by
Independent Competition and Regulatory Commission directly impacts ACTEW’s revenue
performance. The ICRC'’s final water and sewerage price determination for the five year period from
2013-14 to 2017-18 may materially impact the financial forecasts contained in this document;

ActewAGL’s Operations: Competitive and other influences may impact the profitability of ActewAGL.
In turn, this may affect the financial return to ACTEW from its investment in ActewAGL,;

Financial Markets and Capital Structure: In the future, ACTEW will need to solirce new debt and/or
refinance existing debt. Movements in market interest rates will impact ACTEW's future financial
performance. The 100% dividend policy under which ACTEW operates will also influence ACTEW's
future capital structure and, in turn, ACTEW’s future financial performance.

b) Reporting

ACTEW provides an annual report fo its shareholders each year in accordance with the Territory-Owned
Corporations Act. These annual reports, this Statement of Corporate Intent and other information about
ACTEW may be found on our website at www.actew.com.au.

¢) Indicative Figures

Forecasts, estimates and targets contained in this document are indicative only. Information in this
presentation, including forecast financial information, should not be considered as advice or a
recommendation or an offer or solicitation to enter into any commercial arrangement with ACTEW. While
due care has been used in the preparation of forecast information, actual results may vary in a materially
positive or negative manner.

d) Accounting Policies

Details of our significant accounting policies can be found in the Notes to the Consolidated Financial
Statements in ACTEW’s Annual Report.

e) Community Service Obligations

ACTEW provides a range of community service obligations (“CSOs"} on behalf of the ACT Government.
These CSOs are social, rather than commercial, in nature and are explicitly funded by the ACT
Government. The majority of CSOs by value relate to pensioner concessions in connection with electricity,
water and sewerage charges. Water and sewerage services are also provided at a 50% price discount to
community organisations such as schools and churches.
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3.2 Licence conditions: compliance

Operation and compliance audits (clause 7.6)

Provide details of how the licensee has, from time to time, undertaken audits of the
services and operations authorised under its licence and of its compliance with its
obligations under the licence and any law, code of practice, direction and guideline
that it is to comply with under clause 6.2.

ACTEW conducts audits on a number of fronts, Each of the programs is reviewed on
an annual basis based on the requirements of the business in terms of risk, on the need
to audit processes utilised in the business and to ensure compliance with key elements
of legislation.

Firstly we have an internal audit program driven by the need for certification of the
Quality, Safety and Environmental Management Systems. These are undertaken by
staff who are trained internal auditors. These audits focus on compliance with
regulations and compliance with the elements required under the various Management
Systems. The findings of these audits are captured and tracked to completion and
reported to management.

Secondly ACTEW has a Corporate Internal Audit Program which utilises PwC
auditors to conduct audits on business processes to ensure prudent controls exist for
various governance aspects of the business. The findings of these audits are reported
to the Board and are tracked to completion.

Thirdly, ACTEW engages a Management System auditor (DQS) annually to audit the
systems and processes used in ACTEW to determine compliance with the three
Management Systems it is certified to.

Finally, ACTEW engages an external auditor to audit the financial statements for the
financial year to ensure accuracy. The results of this audit are provided to the
executive and board.



Technical and prudential criteria (clause 8)

The licensee must, throughout the term of its licence, continue to satisfy the same
technical and prudential criteria that it was required to meet as a condition of being
granted the licence. Please provide a summary of details of the licensee s financial
and technical capacity for 2012-13 which show it can continue to provide the services
authorised in the licence. !

Financial Capability

ACTEW Corporation has a finance team of 30 staff led by the Chief Financial Officer
who is also a member of the Executive. This team undertakes management and
financial accounting and financial support to the organisation. This includes statutory,
board and management reporting, budgeting and forecasting, accounts receivable and
payable, corporate and regulatory functions. These functions are supported by a
number of services contracted out to ActewAGL through a Corporate Service
Agreement which include treasury, tax, fixed assets and systems supports.

ACTEW’s financial statements are audited on a financial year by the ACT Auditor
General through a contract with Deloitte Touche Tohmatsu. ACTEW’s financial and
budget numbers are included in the ACT Government Whole of Government
Accounts. ACTEW produces a Statement of Corporate Intent annually.

The ACTEW board receives monthly financial and treasury reports. Statutory
financial statements and budgets are approved on an annual basis.

Technical Capability

ACTEW?’s business and assets are managed, planned, operated and maintained by 390
personnel who have qualifications, expertise and experience across many fields including
engineering, project management, financial management, policy, hydrology, governance,
environmental sciences, communications and customer services.

Competency development programs and frameworks derived from the National Water
Training Package (NWPQ7) are in place to ensure that operational staff are
appropriately skilled for the tasks they perform. Personal performance development
plans are also in place for all employees, which incorporate employee development
opportunities.

ACTEW is committed to the industry and providing best practice services. The
Managing Director is Chairman of the Water Services Association of Australia
(WSAA) and various people in the organisation are on WSAA commitiees which aim
to share knowledge across the industry.



