








Why are prices going up?

Hunter Water is very aware of the growing financial
pressure on customers through increases in other utility
prices. However, like all other businesses and households,
Hunter Water is not immune to rising costs. We expect
the prices of electricity, chemicals and other inputs will
rise by more than inflation and these costs need to be
recovered by the prices for our services.

Electricity is a major cost for Hunter Water. We have
over 520 pumping stations throughout our water and
sewerage pipe networks and operate 6 water treatment
plants and 19 wastewater treatment works. The cost of
electricity alone to operate all these facilities makes up
12% of our total operating costs.

We are constantly looking at ways to save costs and
reduce pressure on prices. Our energy conservation
measures over the last four years have saved around
7 gigawatt hours of electricity producing a cost saving
of $4.6 million. Other initiatives are reducing the costs
of large water main repairs, data and communication
systems, and treatment plant maintenance.

What are the changes to price structures?

IPART is changing the way the fixed water and sewer
service charges are billed to owners of houses, home
units and flats and small non-residential customers.

At present, water service charges vary with the size of the
water meter. Most houses have a 20mm meter and pay
the same service charges. However, there is no standard
water service charge for home units and flats that share
a single meter serving their building. Residents of units
and flats pay a share of the price applying to that meter.
This means that while a house now pays a water service
charge of around $19 per year, a home unit or flat may
pay as little as $5 to $7 per year. This imbalance has
influenced IPART’s decision to propose standard water
service charges for all residential households, regardless
of property type. IPART introduced this charging
arrangement for Sydney households in July this year.

As a result of this change, unit owners in blocks of units
served by a common meter will pay higher water and
sewer service charges than before. Owners of blocks of
flats will also see similar higher service charges.

Stormwater charges will change for home units. We are
proposing a new, lower, stormwater charge for units.

This is consistent with a new charging structure that
IPART introduced for Sydney Water’s customers in July
this year.

An important change for non-residential customers is
that water and sewer service charges for small business
customers will now be thesame as those applying to
houses. This will address the situation where some small
businesses pay higher service charges than houses even
though they use less of our water and sewerage services.
These changes mean that non-residential customers with
their own 20 mm meter will be charged:

e the same water service charge as a house,

e the same water residential

customers,

usage charge as

e the same sewer service charge as a house, and
e asewer usage charge.

Non-residential customers with meter sizes of 25 mm
or larger will continue to pay water and sewer service
charges linked to the size of their water meter.
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How will these proposed price
changes affect my bill?

Hunter Water’s proposals will affect residential customers
in different ways depending on how much water they
use, whether they own a house or an apartment, where
they live (Dungog residents), whether they are eligible for
the pensioner concession and whether they are liable for
drainage charges.

The typical bill for a house will increase on average
by 40c a week.

The table below compares the current bill with proposed
annual bills for a sample of different customers for each
of the next four years. The bills shown in the table are in
2012-13 dollars and will be subject to annual adjustment
for inflation using the CPI.

Non-residential customers will be affected in different
ways depending on how much water they use, whether
they are connected to the sewer and if so, the volume
of wastewater they discharge to the sewer, the size of

their land if they pay drainage charges and trade waste
charges.

Most small business customers with a 20 mm water
connection will benefit from IPART’s proposal for these
customers to pay the same water and sewer service
charges as a house. These customers will see reductions
in bills of up to 25% in 2013-14. The exceptions to this
are small customers that discharge very small volumes
of wastewater to the sewer - that is, small business
customersthat currently have low sewer discharge factors.
For these customers, the new sewer service charge may
be higher that their current sewer service charge, which is
adjusted by the discharge factor. As a result, bills for most
small non-residential customers will be reduced by 29%
by 2016-17 but a small number may see increases of up
to 25 per cent over the same period.

Most other non-residential customers will see bills
increase by between 4% and 10% by 2016-17.

Customer Current

2012-13 2013-14 2014-15 2015-16 2016-17 Average

Increase per week
over next 4 years

House (185kL/yr)
Water & sewer only $995 $1,019 $1,039 $1,057  $1,078 40 cents
% Change for year 2.4% 2.0% 1.8% 1.9%
Water, sewer & drainage $1,081 $1,102 $1,114  $1,125  $1,138 27 cents
Change 1.9% 1.0% 1.0% 1.2%
Apartment (125 kL/yr)
Water & sewer only $665 $705 $733 $761 $790 60 cents
% Change for year 5.9% 4.0% 3.8% 3.9%
Water, sewer & drainage $752 $736 $761 $786 $812 29 cents
Change -2.1% 3.4% 3.3% 3.4%
Pensioner-owned house (140 kL/yr)
Water & sewer only $607 $623 $636 $648 $660 25 cents
% Change for year 2.6% 21% 1.8% 1.9%
Water, sewer & drainage $694 $707 $711 $715 $721 13 cents
Change 1.9% 0.6% 0.6% 0.7%
House in Dungog
Water & sewer only $1,045 $1,019 $1,089 $1,057  $1,078 16 cents

% Change for year

-2.6% 2.0% 1.8% 1.9%

NOTE: The bills shown in the table are in 2012-13 dollars and will be subject to annual adjustment for inflation using the CPI.
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How do these prices compare
with those in other places?

It is difficult to compare these proposed bills with those
of other water utilities because very few Australian utilities
have published prices for the next four years at this time.
Earlier this year, IPART set prices for Sydney Water to
2015-16 and so a comparison is possible with annual
bills for Sydney customers up to 2015-16.

While the table shows that, even though bills for houses
in Sydney are declining, they remain higher than bills for
houses in the Lower Hunter. Bills for units in the Lower
Hunter also remain well below bills for units in Sydney.

Proposed charges

Property type 2012-13
Sydney house using 185 kL $1,084
Lower Hunter house using 185 kL $995
Sydney unit using 125 kL $892
Lower Hunter unit using 125 kL $665

What happens next?

Hunter Water’s price submission was lodged with IPART
on 14 September 2012 and is open for public comment
until 12 October 2012.

IPART will hold a formal public hearing on Hunter Water’s
prices in Newcastle on Tuesday 13 November. The
location and times will be advertised in local newspapers
and available from IPART’s website www.ipart.com.au

IPART expects to release a draft price determination of
prices to apply from 1 July 2013 in March 2013 with a
further opportunity for public comment on the prices
proposed in the draft determination. A final determination
will be released in June 2013.

2013-14 2014-15 2015-16
$1,076 $1,068 $1,060
$1,019 $1,039 $1,057

$906 $919 $932
$705 $733 $761
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Proposed charges ($2012-13)(a)

Water Charges
Charge unit 2012-13 2013-14 2014-15 2015-16 2016-17
(current)

Usage — all customers (b) Service $/kL 2.08 212 217 2.21 2.26
charges residential

House $/occupancy 18.92 16.69 16.69 16.69 16.69
House - Dungog $/occupancy 69.56 16.69 16.69 16.69 16.69
Units and flats $/occupancy Varies (c) 16.69 16.69 16.69 16.69
Service charges

Non-residential

Small business customers $/connection 18.92 16.69 16.69 16.69 16.69
(20mm individual)

Other (meters 26mm and greater) $/20 mm 18.92 18.39 18.41 18.45 18.32

meter
equivalent (d)

Sewer charges

Usage

Non-residential $/kL 0.67 0.65 0.64 0.62 0.61
Service charges

Residential

Houses $/occupancy 555.23 573.82 584.74 595.85 607.11
Units and flats $/occupancy 363.20 387.33 409.32 431.99 455.33
Service charges non-residential

Small business customers $/connection 1,110.46 573.82 584.74 595.85 607.11

(20mm individual) @)

Other $/ 20 mm 1,110.46 1,1837.04 1,175.11  1,222.94 1,263.75
(meters 25mm and greater) (e) meter

equivalent (d)

Environmental improvement charge ~ $/occupancy. 35.89 35.89 35.89 35.89 35.89
Stormwater drainage charges

Residential properties

Houses $/occupancy 86.42 83.58 74.95 67.22 60.32
Strata title units $/occupancy 86.42 30.92 27.73 24.87 22.08
Non-residential properties

Small (<1,000m2) / low impact $/occupancy 86.42 83.58 74.95 67.22 60.32
Medium (1,001 - 10,000m2) $/occupancy 156.20 151.06 135.48 121.50 109.08
Large (10,001 - 45,000m2) $/occupancy 993.59 960.89 861.74 772.83 693.53
Very Large (>45,000m2) $/occupancy 3,156.84 3,062.97 2,737.94  2,455.46 2,203.49
Notes:

(@) The amounts shown in the table are in 2012-13 terms and will change in line with inflation in future years.
(b) Different usage charges may apply to some large industrial customers for water use in excess of 50,000 kilolitres per

year. Full details are provided in the Chapter 8 of the submission.
(c) The current charge for each unit or flat varies depending on the size of the meter and the number of units or flats

served by the meter.

(d) This is the charge for a 20 mm meter equivalent. Customers with larger meters will pay a multiple of this charge

depending on the size of the water meter. Charges for larger meters can be calculated as the charge shown in the table

multiplied by (meter size)? / 400.

(e) Charges shown are for a 100% discharge factor and actual charges for individual customers are adjusted by the
discharge factor applying to each customer — eg a customer with an 85% discharge factor would pay 85% of the

charge shown.
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