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Hunter Water Australia Pty Limited

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of the financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial statements.

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

My opinion does not provide assurance:

. about the future viability of the Company
. that it has carried out its activities effectively, efficiently and economically
. about the effectiveness of its internal control

. about the security and controls over the electronic publication of the audited financial
statements on any website where they may be presented

. about any other information which may have been hyperlinked to/from the financial
statements.

Independence

In conducting my audit, | have complied with the independence requirements of the Australian
Auditing Standards, Corporations Act 2001 and other relevant ethical pronouncements. The PF&A
Act further promotes independence by:

= providing that only Parliament, and not the executive government, can remove an
Auditor-General

= mandating the Auditor-General as auditor of public sector agencies but precluding the provision
of non-audit services, thus ensuring the Auditor-General and the Audit Office of New South
Wales are not compromised in their roles by the possibility of losing clients or income,

| confirm that the independence declaration required by the Corporations Act 2001, provided to the
directors of the Company on 22 September 2011, would be in the same terms if provided to the
directors as at the date of this auditor’s report.
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Director, Financial Audit Services

29 September 2011
SYDNEY



income statement for the year
ended 30 June 2011

2011 2010
Notes $ $
Income

Services 2 33,720,064 31,489,540
Other income 2 727,676 653,480
Total income 34,447,740 32,143,020
Expenses 3 (27,186,293) (25,670,451)
Profit before income tax 7,261,447 6,472,569
Income tax on profit 4 (2,191,701) (1,948,233)
Profit for the year 5,069,746 4,524,336

Attributable to:
Members of the parent entity 5,069,746 4,524,336
5,069,746 4,524,336

The Income Statement should be read in conjunction with the accompanying notes on pages 121 to 147.

statement of comprehensive income for the year ended 30 June 2011

2011 2010

Notes $ $
Profit for the year 5,069,746 4,524,336
Other comprehensive income
Superannuation actuarial gains/(losses) 129,141 (1,209,695)
Income tax on superannuation actuarial (38,742) 362,909
gains/(losses)
Other comprehensive income for the year net 90,399 (846,787)
of tax
Total comprehensive income for the year 5,160,144 3,677,550

The Statement of Comprehensive Income should be read in conjunction with the accompanying notes on pages 121 to 147.



Hunter Water Australia Pty Limited
statement of financial position as at 30 June 2011

2011 2010

Notes $ $
Current assets
Cash and cash equivalents 6 5,069,916 2,500,207
Trade and other receivables 7 4,880,060 6,634,060
Other 8 3,481,122 2,112,305
Total current assets 18,431,098 11,246,571
Non-current assets
Plant and equipment 9 3,896,787 4,150,393
Intangible assets 10 286,461 211,116
Investments 1 5,000,000 5,000,000
Deferred tax assets 12 1,997,002 2,352,465
Total non-current assets 11,180,251 11,713,974
Total assets 24,611,349 22,960,545
Current liabilities
Trade and other payables 13 2,656,804 2,014,930
Current tax liabilities 14 211,119 895,058
Provisions 15 6,724,353 6,247,016
Total current liabilities 9,592,276 9,157,005
Non-current liabilities
Provisions 15 434,779 391,829
Underfunded defined benefit super 16 4,112,548 4,542,002
Total non-current liabilities 4,547,327 4,938,831
Total liabilities 14,139,603 14,090,836
Net assets 10,471,746 8,869,710
Equity
Contributed equity 17 900,010 900,010
Retained profits 9,571,736 7,969,700
Total equity 10,471,746 8,869,710

The Statement of Financial Position should be read in conjunction with the accompanying notes on pages 121 to 147.



statement of changes in equity
for the year ended 30 June 2011

Retained profits ~ Contributed equity Total
Notes $ $ $
Balance at 1 July 2010 7,969,700 900,010 8,869,710
Surplus/(deficit) for the year 5,069,746 0 5,069,746
Other comprehensive income:
Superannuation actuarial gains/(losses) 129,141 0 129,141
Income tax on superannuation actuarial gains/(losses) (38,742) 0 (38,742)
Total other comprehensive income 90,399 0 90,399
Total comprehensive income for the year 5,160,144 0 5,160,144
Transactions with owners in their capacity as owners 5 (8,558,109) 0 (3,558,109)
Balance at 30 June 2011 9,571,736 900,010 10,471,746
Retained Profits  Contributed Equity Total
$ $ $
Balance at 1 July 2009 7,463,710 900,010 8,363,720
Surplus/(deficit) for the year 4,524,336 0 4,524,336
Other comprehensive income:
Superannuation actuarial gains/(losses) (1,209,695) 0 (1,209,695)
Income tax on superannuation actuarial gains/(losses) 362,909 0 362,909
Total other comprehensive income (846,787) 0 (846,787)
Total comprehensive income for the year 3,677,550 0 3,677,550
Transactions with owners in their capacity as owners 5 (8,171,559) 0 (8,171,559)
Balance at 30 June 2010 7,969,700 900,010 8,869,710

The Statement of Changes in Equity should be read in conjunction with the accompanying notes on pages 121 to 147.
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Hunter Water Australia Pty Limited
statement of cash flows for the year ended 30 June 2011

120

Cash flow from operating activities
Receipts from customers (inclusive of GST)

Payments to suppliers and employees
(inclusive of GST)

2011

Notes $

37,573,164
(29,108,533)

2010

33,062,403
(28,188,359)

8,464,631 4,874,044
Interest received 424,690 323,988
Income taxes paid (2,558,919) (1,737,719)
Net cash flow from operating activities 18 6,330,402 3,460,313
Cash flow from investing activities
Purchases of property, plant and equipment (586,925) (482,319)
Proceeds from sales of property, plant and - 2,086
equipment
Net cash flow from investing activities (586,925) (480,233)
Cash flow from financing activities
Dividends paid 5 (8,171,559) (3,755,627)
Net cash flow from financing activities (8,171,559) (8,755,627)
Net increase/(decrease) in cash held 2,571,918 (775,547)
Cash at beginning of financial period 2,500,207 3,277,223
Effects of exchange rate changes on cash (2,209) (1,469)
Cash at the end of the financial year 6 5,069,916 2,500,207

The Statement of Cash Flows should be read in conjunction with the accompanying notes on pages 121 to 147.



notes to and forming part of the
financial statements

note 1. summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated. The financial statements are for the
entity Hunter Water Australia Pty Limited as an individual entity.

The Company’s financial statements for the year ended 30 June 2011 was authorised for issue in accordance with a
resolution of the Board on 28 September 2011.

(a) Basis of preparation

These general purpose financial statements have been prepared in accordance with applicable Australian Accounting
Standards, Australian Accounting Interpretations and other authoritive pronouncements of the Australian Accounting
Standards Board, the Corporations Act 2001 and Part 3 of the Public Finance & Audit Act 1983.

The financial statements also incorporate financial reporting requirements specified in the Public Finance and Audit
Regulation 2010.

Proper accounts and records for all of the Company’s operations have been kept as required under Section 41(1) of the
Public Finance and Audit Act 1983.

The accounting policies applied are based on the requirements applicable to for-profit entities on these mandatory or
statutory requirements.

Compliance with International Financial Reporting Standards (IFRS)
Australian Accounting Standards include Australian International Financial Reporting Standards (AIFRS). Compliance with
AIFRSs ensures that the financial statements and notes of the Company comply with (IFRS).

Historical cost convention
The financial statements have been prepared on an accruals basis using the historical cost convention.

Rounding
All amounts in the Financial Statements are reported to the nearest dollar.

Currency
All amounts in the Financial Statements are reported in Australian dollars.

(b) Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Company and the amount of
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received or receivable.

Revenue includes changes in work in progress. Refer to Note 1 section (f) for further details on work in progress.

Investment income represents earnings on surplus cash invested in the Company’s bank accounts, NSW TCorp deposits
or in the Parent Entity. Interest is recognised on a time proportioned basis using the effective interest method.
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(c) Income tax

The Company is subject to the National Tax Equivalent Regime (NTER). An “equivalent” or “notional income tax” is
payable to the NSW Government through the Office of State Revenue. The liability for income tax is primarily assessed in
accordance with the Income Tax Assessment Act (1997) (ITAA) and is administered by the Australian Taxation Office.

The Company lodges Income Tax returns in both Canada and the United States. These are nil returns as any assessable
income is assessed in the Company’s Australian Income Tax in accordance with the relevant tax treaties Australia has with
each of those countries.

The income tax expense or revenue for the period is the tax payable on the current period’s taxable income based on the
tax rate enacted at the reporting date adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences between the tax bases of assets and liabilities and their carrying amounts in the financial statements, and to
unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when
the assets are recovered or the liabilities are settled. The relevant tax rates are applied to the cumulative amounts of
deductible and taxable temporary differences to measure the deferred tax asset or liability.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that
future taxable amounts will be available to utilise those temporary differences and losses.

Current and deferred tax balances attributable to amounts recognised in other comprehensive income or directly in equity,
are similarly recognised in other comprehensive income or directly in equity.

Tax consolidation legislation
The Company and its parent entity, Hunter Water Corporation, decided to implement the tax consolidation legislation as of
1 July 2008.

The parent entity, Hunter Water Corporation, and the Company continue to account for their own current and deferred tax
amounts. These tax amounts are measured as if each entity in the tax consolidated group continues to be a stand alone
taxpayer in its own right.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the group. Details about the tax funding agreement are disclosed in Note 4.

(d) Cash and cash equivalents

For Statement of Cash Flows presentation purposes, cash and cash equivalents include cash on hand, deposits held at
call with financial institutions and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the
Statement of Financial Position.

(e) Trade receivables

Trade receivables are recognised at original invoice amount less allowance for impairment. Recognition at original invoice
amount is adopted as this is not materially different to amortised cost, given the short term nature of receivables.

Collectability of receivables is reviewed on an ongoing basis and debts which are known to be uncollectible are written
off. An allowance for impairment is established when there is objective evidence that the entity will not be able to
collect all amounts due.

Trade receivables are required to settle within 21-28 days.



(f) Work in progress

Work in progress is stated as the aggregate of costs incurred to date plus recognised profits less recognised losses
and progress billings. Cost includes all costs directly related to specific contracts, and an allocation of overhead costs
attributable to contract activity in general.

Project profits are recognised on the stage of completion basis and measured using the proportion of costs incurred to
date as compared to expected total costs. Where losses are anticipated they are provided for in full.

Project revenue has been recognised on the basis of the terms of the contract adjusted for any variations or claims
allowable under the contract. Any credit balance in work in progress is reclassified as income in advance.

When the outcome of the project cannot be estimated reliably, revenue is only recognised to the extent that the costs
incurred are recoverable.

(g) Plant and equipment

Plant and equipment are carried at cost less, where applicable, any accumulated depreciation. Depreciated cost of these
assets is considered to equate to fair value.

All items of plant and equipment acquired by the Company are recognised initially at the cost of acquisition. Cost is the
amount of cash or cash equivalents paid, or the fair value of other consideration given to acquire the asset, including
costs that are directly attributable to bringing the asset to the location and condition necessary for it to be capable of

operating in the manner intended. ltems costing $500 or more individually and having a minimum expected working life of

12 months are capitalised.

The carrying amount of plant and equipment is reviewed annually by Management to ensure it is not in excess of the
recoverable amount from those assets (refer to Note 1 section (i) Impairment of assets below).

Depreciation

Depreciation is calculated using the straight line method on all plant and equipment at rates calculated to allocate their
cost, net of their residual values, over their estimated useful lives. Leasehold improvements are depreciated over the
shorter of either the unexpired period of the lease or the estimated useful lives of the improvements.

The depreciation rates used for each class of depreciable asset are:

Class of asset Useful life
Computers 4 years
Support assets 3 to 10 years
Leasehold improvements 5 to 40 years

(h) Intangible assets
Intangible assets consist of software and other intangible assets. Research expenditure is recognised as an expense as incurred.

Software assets are classified as intangible assets and are amortised over one to three years. Other intangible assets
consist of access fees for high speed internet services and are amortised over two years.

Following initial recognition, the cost model is applied as it is considered that there is no active market that can be
referenced for performing revaluations to a market-based fair value in respect of the particular items within each class of
the Company’s intangible assets.
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(i) Impairment of assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount

may not be recoverable. An impairment loss is recognised where the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows
(cash generating units).

In accordance with the requirements of AASB136 and NSW Treasury Circular TPP07-01, an assessment has been made
of the value in use, which is the expected net cash flows to be received over the remaining life of the existing asset base,
to determine the extent of any difference in the economic value and the carrying value of the assets.

Key assumptions of the asset impairment test are a discount rate of 12%, inflation of 3% and remaining asset life of an
average of five years. These assumptions are consistent with modelling for the prior year.

() Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged as
expenses on a straight-line basis over the term of the lease. Lease incentives received are recognised as an integral part
of the total lease, over the term of the lease.

(k) Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of financial year
which are unpaid.

Payables are recognised at cost, which is considered to approximate amortised cost due to the short term nature of
payables. They are not discounted as the effect of discounting would not be material for these liabilities.

Trade Accounts payables are normally settled within 30 days.

() Employee benefits
(i) Wages and salaries, annual leave and sick leave

Liabilities for salaries and wages including annual leave expected to be settled within 12 months of the reporting date and
all unconditional employee benefits are recognised as current employee benefits in respect of employees’ services up to
the reporting date and are measured at the amounts expected to be paid when the liabilities are settled.

(i) Long service leave

The liability for long service leave is recognised as an employee benefit and is measured as the present value of expected
future payments to be made in respect of services provided by employees up to the reporting date. Consideration

is given to expected future salary and wage levels, trends of employee departures and periods of service. Expected
future payments are discounted using the applicable Commonwealth Government bond rate. This is consistent with the
estimated term of the post-employment benefit obligations.

(iiiy Superannuation

Employees of the Company are members of either defined benefit superannuation funds or defined contribution
superannuation funds. The defined benefit superannuation funds provide defined lump sum benefits based on years of
service and final average salary.

A liability or asset in respect of the defined benefit plans is recognised in the Statement of Financial Position and is measured
as the present value of the defined benefit obligation at the reporting date less the fair value of the superannuation fund’s
assets at that date and any past service cost. The assessment of these liabilities and assets is undertaken by the funds’
administrator, Pillar Administration. Actuarial gains and losses arising from adjustments and/or changes in actuarial
assumptions are recognised in the period in which they occur directly in other comprehensive income.

The defined benefit superannuation fund receives fixed contributions from the Company and the Company’s legal or
constructive obligation is limited to these contributions. Contributions to the defined benefit fund are recognised as
expenses as they become payable.



(m) Dividends

Provision is made for any dividend declared by the Directors of the Company on or before the end of the financial year
but not distributed at balance date. The dividend payable of $3.56M (2010: $3.17M) is calculated based on profit adjusted
for certain non-cash items. In the Income Statement, this is based on a percentage of the line item ‘Profit for the Year’
$5.07M (2010: $4.52M).

(n) Goods and services tax

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is
not recoverable from the Australian Taxation Office. In these circumstances, the GST is recognised as part of the cost of
acquisition of the asset or as part of the expense.

Receivables and payables in the Statement of Financial Position are shown inclusive of the GST receivable or payable.
The net amount of GST recoverable from, or payable to, the Australian Taxation Office is included with other receivables or
payables in the Statement of Financial Position.

Cash flows of GST included in the Statement of Cash Flows on a gross basis. The GST of cash flows from investing and
financing activities that are recoverable from the Australian Taxation Office are classified as cash flows from operating activities.

Commitments are disclosed inclusive of GST where applicable.

(o) Foreign currency transactions and balances

Foreign currency transactions are translated into Australian currency using the exchange rates prevailing at the dates

of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year end exchange rates of monetary assets and liabilities denominated in foreign currency are recognised
in the income statement.

(p) Accounting standards and Australian accounting interpretations issued but not yet operative

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2011
reporting periods. The Company’s assessment of the impact of these new standards and interpretations is set out below:

(i) AASB 9 Financial Instruments.

This is a new standard that will apply from 2013-14. The standard replaces the multiple classification and measurement
models in AASB 139 Financial Instruments: Recognition and Measurement with a single model that has only two
classifications: amortised cost and fair value. There is no anticipated material impact on the Company as the Company
does not have any Available-for-Sale investments.

(i) Revised AASB 124 Related Party Disclosures and AASB 2009-12 Amendments to Australian Accounting Standards
(effective from 1 January 2011)

In December 2009 the AASB issued a revised AASB 124 Related Party Disclosures. It is effective for accounting periods
beginning on or after 1 January 2011 and must be applied retrospectively. The amendments removes the requirement
for government-related entities to disclose details of all transactions with the government and other government-related
entities and clarifies and simplifies the definition of a related party. The Company will apply the amended standard from
1 July 2011. This is expected to reduce the Company’s related party disclosures. There will be no impact on any of the
amounts recognised in the financial statements.

(i) AASB 2009-14 Amendments to Australian Interpretation - Prepayments of a Minimum Funding Requirement (effective from
1 January 2011)

In December 2009 the AASB made an amendment to Interpretation 14 Prepayments of a Minimum Funding Requirement to
remove an unintended consequence arising from the treatment of prepayments of future contributions in some circumstances
when there is a minimum funding requirement in regard to the entity’s defined benefit scheme. It permits entities to recognise an
asset for a prepayment of contributions made to cover minimum funding requirements. The Company does not make any such
prepayments. The amendment is therefore not expected to have any impact on the Company’s financial statements.
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(iv) AASB 1053 Application of Tiers of Australian Accounting Standards and AASB 2010-2 Amendments to Australian
Accounting Standards arising from reduced disclosure Requirements (effective from 1 January 2013)

On 30 June 2010 the AASB released a revised differential reporting framework in Australia. Under this framework, a
two-tier differential reporting regime applies to all entities that prepare general purpose financial statements. Tier 1
requirements comprise the full range of AASB recognition, measurement, presentation and disclosure requirements that
are currently applicable to reporting entities in Australia. The only difference between the tier 1 and tier 2 requirements is
that tier 2 requires fewer disclosures than tier 1. AASB 2010-2 sets out the details of which disclosures in standards and
interpretations are not required under tier 2 reporting.

The Company is a subsidiary of a government owned corporation and it is likely that NSW Treasury will mandate adoption
of tier 1 reporting. As a consequence, the two standards will have no impact on the financial statements of the entity.

(v) AASB 2010-6 Amendments to Australian Accounting Standards - Disclosures on Transfers of Financial Assets (effective for
annual reporting periods beginning on or after 1 January 2011)

In November 2010 the AASB made amendments to AASB 7 Financial Instruments: Disclosures which introduce additional
disclosures in respect of risk exposures arising from financial assets. This standard does not impact the Company as it
does not sell, factor, securitise, lend or otherwise transfer financial assets to other parties.

(vi) AASB 2010-8 Amendments to Australian Accounting Standards - Deferred Tax: Recovery of Underlying Assets (effective
from 1 January 2012)

In December 2010 the AASB amended AASB 112 Income Taxes to provide a practical approach for measuring deferred
tax liabilities and deferred tax assets when investment property is measured using the fair value model. This standard
does not impact on the Company as it does not own investment properties.

note 2. income

2011 2010
$ $
Services

Sale of services 33,720,064 31,489,540
33,720,064 31,489,540

Other income
Interest from controlling entity 232,504 182,042
Interest from financial institutions 193,251 114,728
Superannuation Income 300,313 337,158
Net Gain from the sale of assets - 1,690
Other 1,608 17,863
727,676 653,480
Total income 34,447,740 32,143,020
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note 3. expenses

2011 2010
$ $
Profit before tax includes the following net gains and expenses:
(@) Expenses
Employee related expenses 17,005,127 14,882,021
(See note (b) below)
Project and contract outlays 5,397,751 6,248,288
Motor vehicles (excluding minimum lease 482,923 503,298
payments)
Minimum lease payments 1,570,544 1,524,407
Information technology and 553,707 480,617
communications
Foreign currency loss/(gain) 2,315 1,982
Loss/(gain) on disposal of assets 72 -
Bad debts - trade receivables 2,071 -
Interest expense - -
Other 1,393,229 1,361,961
26,407,739 25,002,573
Depreciation and amortisation
Amortisation - intangibles 72,202 46,963
Depreciation - property, plant and equipment 692,912 627,886
765,113 674,849
Other charges against assets
Doubtful debt provision - trade receivables 18,440 (6,972)
Total expenses 27,186,293 25,670,451
(b) Employee related expenses
Salaries 14,039,379 12,554,572
Employee benefits 1,610,172 1,074,882
Superannuation relating to defined benefit 266,674 327,226
schemes
Superannuation relating to defined 1,088,902 925,340
contribution plans
17,005,127 14,882,021
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note 4. income tax on profit before financial instrument fair
value movements

2011 2010
Notes $ $
(@) Income tax expense
Current tax 1,831,377 2,573,827
Deferred tax 12 355,463 (622,571)
Under/(over) provided in prior years 4,861 (3,023)
2,191,701 1,948,233
(o) Numerical reconciliation of income tax expense to prima facie tax payable
Profit before income tax and financial 7,261,447 6,472,569
instrument fair value movements
Tax at the australian rate of 30% 2,178,434 1,941,771
Tax effect of amounts which are not deductible/
(taxable) in calculating taxable income:
Sundry items 8,406 4,624
2,186,840 1,946,395
Under/(over) provision in prior years 4,861 1,838
2,191,701 1,948,233

(c) Tax expense (income) relating to items in other comprehensive income

Aggregate current and deferred tax arising 12 (38,742) 362,909
in the reporting period and not recognised

in net profit or loss but directly debited or

credited to equity

(38,742) 362,909

(d) Tax consolidation legislation

Hunter Water Corporation and its wholly-owned Australian controlled entity, Hunter Water Australia Pty Limited decided
to implement the tax consolidation legislation as of 1 July 2003. The Australian Taxation Office has been notified of this
decision. The accounting policy on implementation of the legislation is set out in Note 1(c). The impact on the income tax
expense for the year is disclosed in the tax reconciliation above.

The wholly-owned entity has been fully compensated for deferred tax assets transferred to Hunter Water Corporation on
the date of implementation of the legislation. No compensation was due to Hunter Water Corporation from the wholly-
owned entity as it did not assume any deferred tax liabilities as a result of implementing the tax consolidation legislation.

The entities have also entered into a tax sharing and funding agreement. Under the terms of this agreement, the wholly-
owned entity will reimburse Hunter Water Corporation for any current income tax payable by Hunter Water Corporation
arising in respect of their activities. The reimbursements are payable at the same time as the associated income tax liability
falls due and have therefore been recognised as a current tax-related receivable by Hunter Water Corporation (see Note 23).
In the opinion of the Directors, the tax sharing agreement is also a valid agreement under the tax consolidation legislation
and limits the joint and several liability of the wholly-owned entity in case of a default by Hunter Water Corporation.



note 5. dividends paid or provided for

2011 2010

$ $

Opening balance 3,171,559 3,755,627
Add dividend declared 3,558,109 3,171,559
Less dividend paid 3,171,559 3,755,627
3,558,109 3,171,559

Under the national tax equivalent regime, Hunter Water Australia Pty Limited is not required to maintain a dividend
franking account.

note 6. cash and cash equivalents

2011 2010

$ $

Cash at bank and on hand 873,053 430,069
Deposits at call 4,196,863 2,070,138
5,069,916 2,500,207

Deposits at call are bearing an interest rate of 4.70% at 30 June 2011 (2010: between 4.45% and 2.95%)

Bank overdraft facility

The Company has a bank overdraft facility available to the extent of $200,000. As at 30 June 2011 the whole amount of
the overdraft was unused. The Company also has a credit card facility to the extent of $120,000. All balances are repaid in
full at the end of each month and no interest expense has occurred during the year.

note 7. trade and other receivables

2011 2010
$ $

Current
Trade debtors 4,889,702 6,633,277
Allowance for impairment (14,784) -
Other current receivables 5,141 783
4,880,060 6,634,060

129



Hunter Water Australia Pty Limited

130

note 8. other current assets

2011 2010
$ $
Prepayments 422,109 374,983
Work in progress 1,906,820 648,729
Security deposits 2,200 -
Accrued income 1,130,447 1,070,111
Accrued interest 19,546 18,481
3,481,122 2,112,305
note 9. plant and equipment
Fixed assets comprise the following at cost:
Computers Support Leasehold Total
facilities  improvements

At 30 June 2009
Cost or fair value 1,365,043 3,904,907 1,219,975 6,489,925
Accumulated depreciation and impairment (546,753) (1,557,838) (12,705) (2,117,296)
Net book amount 818,290 2,347,069 1,207,270 4,372,629

At 30 June 2010
Cost or fair value 1,708,108 3,902,470 1,227,205 6,837,783
Accumulated depreciation and impairment (816,830) (1,827,309) (43,251) (2,687,390)
Net book amount 891,278 2,075,161 1,183,954 4,150,393

At 30 June 2011
Cost or fair value 1,714,860 4,007,337 1,227,205 6,949,401
Accumulated depreciation and impairment (951,120) (2,027,558) (73,936) (3,052,614)
Net book amount 763,740 1,979,778 1,153,269 3,896,787

Reconciliations

Reconciliations of the carrying amounts of each class of plant and equipment at the beginning and end of the current and

previous financial years are set out below:

2011 2010
$ $

Reconciliation - general support assets
Carrying amount - opening balance 4,150,393 4,372,628
Additions 439,368 410,269
Disposals (72) (4,618)
Depreciation expense (692,902) (627,886)
Carrying amount - closing balance 3,896,787 4,150,393




note 10. intangible assets

Intangible assets comprise the following at cost:

Software Other Total
At 30 June 2009
Cost or fair value 473,602 101,823 575,425
Accumulated depreciation and impairment (392,669) (952) (393,621)
Net book amount 80,933 100,871 181,804
At 30 June 2010
Cost or fair value 549,877 101,823 651,700
Accumulated depreciation and impairment (435,556) (5,028) (440,584)
Net book amount 114,321 96,795 211,116
At 30 June 2011
Cost or fair value 700,438 101,823 802,260
Accumulated depreciation and impairment (506,696) (9,103) (515,799)
Net book amount 193,742 92,720 286,461

Reconciliations

Reconciliations of the carrying amounts of each class of intangible asset at the beginning and end of the current and
previous financial years are set out below:

2011 2010
$ $
Reconciliation - software
Carrying amount - opening balance 114,322 80,934
Additions 147,556 76,274
Amortisation expense (68,136) (42,887)
Carrying amount - closing balance 193,743 114,322
Reconciliation - other
Carrying amount - opening balance 96,794 100,870
Additions - -
Amortisation expense (4,074) (4,076)
Carrying amount - closing balance 92,720 96,794
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note 11. investments

Notes 2011 2010
$ $

Non-current
Loan with parent entity 23 5,000,000 5,000,000
5,000,000 5,000,000

note 12. deferred tax assets

2011 2010
$ $
Non current
The balance comprises temporary differences attributable to:
Amounts recognised in profit and loss
Doubtful debts 4,435 -
Work in progress (501,328) (172,843)
Workers compensation prepayment - (15,273)
Employee benefits 2,591,532 2,612,142
Other operating expenditure payable 7,350 7,200
Depreciation (105,019) (78,645)
Unrealised tax foreign currency loss 32 (116)
1,997,002 2,352,465
Amounts recognised in other comprehensive income
Superannuation actuarial gains/(losses) (38,742) 362,909
(38,742) 362,909
Movements:
Opening balance at 1 July 2,352,465 1,729,894
Credited/(charged) to the income statement (855,463) 622,571
Under/(over) provided in previous years - -
Closing balance at 30 June 1,997,002 2,352,465
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note 13. trade and other payables

2011 2010
$ $

Current
Trade creditors 1,741,911 1,284,183
Other creditors 679,165 658,159
Income in advance 235,728 72,589
2,656,804 2,014,930

note 14. current tax liabilities

2011 2010
$ $

Provision for income tax payable
Opening balance 895,058 424,881
Add under provision for income tax in prior year 4,861 16,120
Less amount paid relating to prior year (899,919) (441,000)
Add amount payable for current year 1,870,119 2,206,058
Less amount paid relating to current year (1,659,000) (1,311,000)
211,119 895,058

note 15. provisions

2011 2010
$ $
Current

Employee benefits 3,166,244 3,075,457
Dividend provided 3,558,109 3,171,559
6,724,353 6,247,016

Non-current
Employee benefits 434,779 391,829
434,779 391,829

Current employee benefits classified as long term are expected to be settled after 12 months from the reporting date.
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note 16. other non-current liabilities

2011 2010
$ $
Non-current

Provision for underfunded defined 4,112,548 4,542,002

benefit superannuation
4,112,548 4,542,002

note 17. contributed equity

2011 2010
$ $
Issued and paid up capital 900,010 900,010 900,010

ordinary shares each fully paid

Fully paid ordinary shares

Ordinary shares participate in dividends and the proceeds on winding up of the Company in proportion to the number of

shares held. The shares have no par value.

note 18. statement of cash flows

Reconciliation of profit to the net cash flows from operating activities

2011 2010
$ $
Total profit for the year 5,069,746 4,524,336
Depreciation and amortisation 765,113 674,849
Superannuation income (300,313) (337,158)
(Profit)/loss on sale of non-current assets 72 (1,690)
Net exchange differences 2,315 1,982
Change in operating assets and liabilities
(Increase)/decrease in trade debtors 1,753,894 (2,871,545)
(Increase)/decrease in work in progress (1,258,091) 1,459,840
(Increase)/decrease in tax related receivable 316,721 (259,662)
(Increase)/decrease in other operating assets (110,727) (208,384)
Increase/(decrease) in trade creditors 641,874 (105,693)
Increase/(decrease) in inter-company tax payable (683,939) 470,178
(Decrease)/increase in other provisions 133,737 113,260
Net cash inflow from operating activties 6,330,402 3,460,313



Lease commitments

note 19. commitments

Commitments in relation to leases contracted for the reporting date but not recognised as liabilities (inclusive of GST), payable:

Capital commitments

2011 2010
$ $
Within one year - 146,160
- 146,160

Lease commitments

Commitments in relation to leases contracted for the reporting date but not recognised as liabilities, payable:
2011 2010
$ $
Within one year 1,355,224 1,390,525
Later than one year but not later than five years 3,218,556 3,399,488
Later than five years 3,158,977 4,053,654
7,732,757 8,843,667
Representing:

2011 2010
$ $
Cancellable operating leases 687,060 767,910
Non-cancellable operating leases 7,045,697 8,075,756
7,732,757 8,843,666

There are two significant non-cancellable operating leases of the Company for the lease of Head Office premises and a
laboratory. The general office space lease commits Hunter Water Australia to a 10 year non-cancellable lease with two 5
year options to renew. There is an option to sub-let subject to council planning approvals. This lease commenced on 14

November 2008.

A 5 year option to renew the lease for the laboratory was taken on 1 July 2009. There is no option to sub-let under the

current lease of the laboratory.

Non-cancellable operating lease committments

Commitments for minimum lease payments in relation to non-cancellable operating leases are payable as follows:

2011 2010

$ $

Within one year 975,596 966,780
Later than one year but not later than five years 2,911,125 3,055,322
Later than five years 3,158,976 4,053,654
7,045,697 8,075,756
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note 20. superannuation

(@) Superannuation plan

Some employees are entitled to benefits on retirement, disability or death. The superannuation plans are administered
by Pillar Administration (formerly the Superannuation Administration Corporation) and provide defined benefits based on
years of service and final average salary. Employees contribute to the plans at various percentages of their wages and
salaries. The Company also contributes to the plans.

The Pooled Fund holds in trust the investments of the closed NSW public sector superannuation schemes:

e  State Authorities Superannuation Scheme (SASS)

e  State Superannuation Scheme (SSS)
e  Police Superannuation Scheme (PSS)

State Authorities Non-contributory Superannuation Scheme (SANCS)

The State Authorities Superannuation Scheme closed on 18 December 1992. All the Schemes are closed to new members.

Superannuation benefits for new entrants are now provided through First State Super (FSS) or the employee’s choice of

fund, which are accumulation type schemes. The Company has made full provision for these commitments.

The following sets out details in respect of the defined benefits schemes only.

(b) Superannuation position

Following is the 30 June 2011 superannuation position:

Member numbers SSS SASS SANCS 2011 2010
Contributors 5 10 15 30 36
Deferred benefits 2 - - 2 3
Pensioners 10 1 - 11
Pensions fully commuted 4 - - 4
Superannuation position 5SS SASS SANCS 2011 2010
$ $ $ $ $
Accrued liability 13,291,555 3,524,458 693,393 17,509,406 17,839,393
Estimated reserve account balance (10,427,337) (2,541,725) (427,795)  (13,396,857)  (13,297,391)
2,864,218 982,733 265,598 4,112,549 4,542,002
Future service liability (note 1) (270,923) (601,219) (256,470) (1,128,612) (1,306,847)
Net (asset)/liability to be recognised in 2,864,218 982,733 265,598 4,112,549 4,542,002
statement of financial position
(c) Reconciliation
SSS SASS SANCS 2011 2010
$ $ $ $ $
Present value of partly funded defined benefit 13,364,676 3,744,034 730,683 17,839,393 16,851,460
obligations at beginning of the year
Current service cost 58,909 95,584 33,246 187,739 195,014
Interest cost 679,783 189,067 36,183 905,033 928,172
Contributions by fund participants 68,421 64,815 - 133,236 193,022
Actuarial (gains)/losses (328,264) 10,515 (2,721) (320,470) 536,958
Benefits paid (551,969) (579,557) (103,998) (1,235,524) (865,233)
Present value of partly funded defined 13,291,556 3,524,458 693,393 17,509,407 17,839,393

benefit obligations at end of the year



SSS

$
Fair value of fund assets at beginning of 9,825,375
the year
Expected return on fund assets 831,107
Actuarial gains/(losses) 131,954
Employer contributions 122,450
Contributions by fund participants 68,421
Benefits paid (551,969)

Fair value of fund assets at end of the year 10,427,338

SSS
$

Present value of partly funded defined 18,291,556
benefit obligations at end of year

Fair value of fund assets at end of the year ~ (10,427,338)

Net liability/(asset) recognised in statement 2,864,218
of financial position at end of year

(d) Expense recognised in the income statement

Components recognised in income SSS
statement $
Current service cost 58,909
Interest cost 679,783
Expected return on fund assets

(Net of expenses) (831,107)
Expense/(income) recognised (92,415)

SASS

3,009,981

256,669
(320,939)
110,756
64,815
(579,557)
2,541,725

SASS
$

3,624,458

(2,541,725)
982,733

SASS
$

95,584
189,067

(256,669)
27,982

(e) Expenses recognised in the statement of comprehensive income

SsS
$

Actuarial (gains)/losses (460,218)

SASS
$

331,454

SANCS

462,035

38,634
(2,344)
33,468

(103,998)
427,795

SANCS
$

693,393

(427,795)
265,598

SANCS
$

33,246
36,183

(38,634)
30,795

SANCS

377)

2011

13,297,391

1,126,410
(191,329)
266,674
133,236
(1,235,524)
13,396,858

2011
$

17,609,407

(13,396,858)
4,112,549

2011
$

187,739
905,033

(1,126,410)
(33,638)

2011
$

(129,141)

2010

13,181,995

1,128,274
(672,737)
332,070
193,022
(865,233)
13,297,391

2010
$

17,839,393

(13,297,391)
4,542,002

2010
$

195,014
928,172

(1,128,274)
(5,088)

2010
$

1,209,695
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() Cumulative amount recognised in the statement of comprehensive income

Actuarial (gains) losses $
2004-05 1,361,465
2005-06 (2,530,305)
2006-07 (1,322,582)
2007-08 1,622,799
2008-09 4,380,831
2009-10 1,209,695
2010-11 (129,141)

4,592,762

(g) Fund assets

30-Jun-11 30-Jun-10
Australian equities 33.4% 31.0%
Overseas equities 29.5% 26.8%
Australian fixed interest securities 5.7% 6.1%
Overseas fixed interest securities 3.1% 4.3%
Property 9.9% 9.5%
Cash 5.1% 9.6%
Other 13.3% 12.7%

All fund assets are invested by STC at arm’s length through independent fund managers.

The expected return on assets assumption is determined by weighting the expected long term return for each asset class
by the target allocation of assets to each class. The returns for each class are net of investment tax and investment fees.

(h) Actual return on plan assets

SSS SASS SANCS 2011 2010
$ $ $ $ $
Actual return on fund assets 817,703 241,973 36,290 1,095,966 1,196,022
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(i) Principal actuarial assumptions

The Projected Unit Credit (PUC) valuation method was used to determine the present value of the defined benefit
obligations and the related current service costs. This method sees each period of service as giving rise to an additional
unit of benefit entitlement and measures each unit separately to build up the obligation.

The principal actuarial assumptions used (expressed as weighted averages) at the reporting date were as follows:

Weighted-average assumptions

Expected rate of return on Fund assets backing current 8.3% pa
pension liabilities

Expected rate of return on Fund assets backing other 7.3% pa
liabilities

Expected salary increase rate 4.0% pa
Expected rate of CPl increase 2.5% pa

The demographic assumptions at 30 June 2011 are those that will be used in the 2009 triennial actuarial valuation.

() Employer contributions

Employer contributions to the defined benefit section of the plan are based on the recommendations of the plan’s actuary.
The last triennial update of demographic assumptions used to calculate the gross superannuation liability of the various
defined benefit schemes was undertaken in 2009.

The objective of funding is to ensure that the benefit entitlements of members and other beneficiaries are fully funded by the
time they become payable. The method used to determine the employer contribution recommendations at the last actuarial
review was the Aggregate Funding Method. The method adopted affects the timing of the cost to the employer. Under the
aggregate funding method, the employer contribution rate is determined so that sufficient assets will be available to meet
benefit payments to existing members, taking into account the current value of assets and future contributions.

The recommended contribution rates for 2011 and 2010 for the Company are:

e  State Superannuation Scheme 1.60X (multiple of member contributions)

e  State Authorities Superannuation Scheme 1.90% (% of member salary)

e  State Authorities Non-Contributory Superannuation Scheme 2.5X (multiple of member contributions)

2011:  The economic assumptions used by the actuary to make the funding recommendation were an investment return
on fund assets of 8.3% pa, a salary increase rate of 4.0% pa, and an inflation rate of 2.5% pa.

2010: The economic assumptions used by the actuary to make the funding recommendation were an investment return
on fund assets of 8.3% pa, a salary increase rate of 4.0% pa, and an inflation rate of 2.5% pa.

The following is a summary of the 30 June 2011 financial position of the Fund calculated in accordance with AAS 25
Financial Reporting by Superannuation Plans:

Surplus/deficit SSS SASS SANCS 2011 2010

$ $ $ $ $
Accrued benefits 9,341,050 3,097,479 621,427 13,059,956 13,144,410
Net market value of fund assets (10,427,337) (2,541,725) (427,795)  (13,396,857)  (13,297,391)
Net (surplus)/deficit (1,086,287) 555,754 193,632 (336,901) (152,981)

(k) Nature of asset/liability

If a surplus exists in the employer’s interest in the Fund, the employer may be able to take advantage of it in the form of a
reduction in the required contribution rate, depending on the advice of the Fund’s actuary.

Where a deficiency exists, the employer is responsible for any difference between the employer’s share of fund assets and
the defined benefit obligation.
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() Historic summary

SSS SASS SANCS 2011

$ $ $ $

Present value of defined benefit obligation 13,291,555 3,624,458 693,393 17,509,406

Fair value of fund assets (10,427,337) (2,541,725) (427,795)  (18,396,857)

(Surplus)/deficit in fund 2,864,218 982,733 265,598 4,112,549

Experience adjustments - fund liabilities (328,264) 10,515 (2,721) (320,470)

Experience adjustments - fund assets (131,954) 320,939 2,344 191,329

2010 2009 2008 2007

$ $ $ $

Present value of defined benefit obligation 17,839,393 16,851,460 14,252,029 13,930,749

Fair value of fund assets (18,297,391)  (13,181,995)  (14,528,458) (15,340,158)

(Surplus)/deficit in fund 4,542,002 3,669,465 (276,429) (1,409,409)

Experience adjustments - fund liabilities 536,958 2,138,637 (135,987) (291,218)

Experience adjustments - fund assets 672,737 2,242,204 1,758,786 (1,031,364)
Expected contributions

SSS SASS SANCS 2011 2010

$ $ $ $ $

Expected employer contributions 109,474 123,149 36,030 268,653 374,515

note 21. contingent liabilities and assets

Liabilities

No significant claims for damages are being negotiated. This does not include matters covered by Insurance. No
significant claims for damages were being negotiated as at 30 June 2011.

Assets

Hunter Water Australia has a contingent asset in the form of a Redundancy Guarantee from the Controlling Entity. The
Redundancy Guarantee relates to current Hunter Water Australia employees who were former employees of the controlling

entity upon Hunter Water Australia’s formation in 1998.

The Redundancy Guarantee provides that if Hunter Water Australia were to pay current employees who were former
employees of the Controlling Entity redundancy, then the Controlling entity would pay Hunter Water Australia the
difference between the severance rate which would be paid at the Controlling Entities scale and the severance rate Hunter
Water Australia would be required to pay in accordance with current statutory legislation.

The current Redundancy Guarantee from the Controlling Entity will expire on 30 June 2014, unless there is a change in
ownership prior to this date. In the case of change of ownership, the Redundancy Guarantee would expire when Hunter

Water Corporation was no longer the Controlling Entity.

The contingent asset for Redundancy Guarantee has not been valued as there is no current expectation that the

guarantee will be called upon.



note 22. auditors’ remuneration

Amounts received or due and receivable by the auditors, from the Company

2011 2010

$ $

Audit review of financial reports (exclusive of GST) 24,500 24,000
24,500 24,000

note 23. related party disclosures

Transactions between related parties are conducted using commercial conditions no more favourable than those available
to other parties unless otherwise stated.

The Controlling Entity Hunter Water Corporation (HWC) owns 100% of the issued ordinary shares of Hunter Water
Australia Pty Limited.

Sales were made to the parent entity under normal commercial terms and conditions no more favourable than those
available to other parties.

Purchases from the parent entity were made under normal commercial terms and conditions no more favourable than
those available to other parties.

A formal loan agreement has been entered into with the parent entity under normal terms and conditions. Interest is
payable quarterly at market rates.

Hunter Water Corporation’s director, C P Cifuentes, is a Director of First State Superannuation Corporation and NSW
Treasury Corporation. Hunter Water Australia makes contributions to First State Superannuation Corporation (FSS) on
behalf of its employees. Hunter Water Australia also invests money in a deposit at call account with the NSW Treasury
Corporation (TCorp). These transactions with the entities are made under normal terms and conditions no more
favourable than those available to other parties.

(a) Controlling entity

2011 2010
Transactions with controlling entity $ $
Sales
Contracts and consultancy services 20,776,461 21,692,223
Purchases
Contracts 183,790 182,317
Consultancy services 87,498 32,294
Total purchases 271,288 214,611
Interest received 232,504 182,042
Dividends paid 3,171,559 3,755,627
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Receivables

Sales and purchases 3,363,953 5,294,204
Tax funding agreements 1,997,002 2,352,465
Inter-company loan 5,000,000 5,000,000
Inter-company loan - interest 19,546 18,481

Payables

Sales and purchases 76,060 12,427
Tax funding agreements 211,119 895,058
Dividend payable 3,558,109 3,171,559

Purchases

'I1
[9)]
(]

Superannuation contributions 1,218,546

Receivables
11am cash account TCorp 4,196,863 -



note 24. key management personnel disclosures

(a) Directors and any director related entities

The Directors of Hunter Water Australia Pty Limited during the financial year were:
Mr R Robson

Mr K Young

Mr RA Chappel

Mr J Eather

All Directors of Hunter Water Australia Pty Limited were also Directors of the parent entity, Hunter Water Corporation
during the year.

(b) Other key management personnel

The following persons also had authority and responsibility for planning, directing and controlling the activities of the
group, directly or indirectly, during the financial year:

Name Position
Mr J Keary General Manager
Mr P Thompson Manager Process Engineering
Mr D Bailey Manager Treatment Operations
Mr J Gleeson Manager Engineering
Ms A Swan Manager Laboratories and Spatial Services and Company Secretary
Mrs M Giriffin Commercial Manager

(c) Key management personnel compensation

2011 2010

$ $

Short term employee benefits 1,133,478 1,025,480
Long term employee benefits 44,005 42,843
Post employment benefits 197,397 187,619
1,374,880 1,255,942

note 25. management consultants fees

2011 2010
$ $
Management consultants paid or payable 68,475 34,444
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note 26. segment information

The Company operated predominantly in the industry of water, sewerage and drainage in the geographical area of Australia.

note 27. economic dependency

Hunter Water Australia Pty Limited operated independently of the parent entity. All transactions were on normal commercial
terms and conditions. A significant portion of sales are derived from the parent entity, Hunter Water Corporation.

note 28. events occurring after balance date

No matters or circumstances have arisen since the end of the financial year which significantly affect or may affect the
operations of the Company, the results of those operations, or the state of affairs of the Company in future financial years.

note 29. financial risk management

(@) Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Company’s receivables from customers and investment securities.

Trade receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. In
monitoring customer credit risk, customers are grouped according to their credit characteristics, including whether they
are an individual, incorporated legal entity or government entity. Approximately 61 percent of the Company’s revenue is
attributable to sales transactions with the controlling entity. Geographically there is no concentration of credit risk.

The Company’s credit policy requires new customers to be analysed individually for creditworthiness before the
Company’s standard payment terms and conditions are offered. The Company’s review includes determining the
customer type and receiving credit worthiness reports for non-government entities and in some cases trade references.
Credit limits are established for each customer, which represent the maximum amount without requiring approval

from the General Manager; these limits are reviewed annually. Customers that fail to meet the Company’s benchmark
creditworthiness may transact with the Company on a prepayment basis only.

The Company does not require collateral in respect of trade and other receivables.

The Company establishes an allowance for impairment that represents its estimate of incurred losses in respect of trade and
other receivables. The allowance is the total of specific loss component that relates to individually significant exposures.



Investments

The Company limits its exposure to credit risk by only investing in liquid securities and only with the Controlling Entity or
with the New South Wales Treasury Corporation (TCorp). Management does not expect either of these counterparties to
fail to meet its obligations.

The Company’s objectives when managing capital is to safeguard its ability to continue as a going concern, so that the
Company can continue to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to the
shareholder, return capital to shareholders, issue new shares or sell assets to reduce debt.

The Company'’s strategy, which is unchanged from 2008, was to maintain a sufficient level of cash and investments to
meet current and longer-term operating needs of the company.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at
the reporting date was:

2011 2010

Note $ $

Cash and cash equivalents 6 5,069,916 2,500,207
Trade receivables 7 4,874,918 6,633,277
Other - current 8 3,481,122 2,112,305
Investments - non-current 11 5,000,000 5,000,000
18,425,957 16,245,789

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

2011 2010

$ $

Domestic 4,874,918 6,633,277
4,874,918 6,633,277

The maximum exposure to credit risk for trade receivables at the reporting date by type of customer was:

2011 2010

$ $

Controlling entity 2,569,901 4,774,203

Other government entity 1,351,511 1,435,426

Incorporated entity (proprietary or 941,197 419,598
public company)

Unincorporated entity or sole trader 12,309 4,049

4,874,918 6,633,277

For each type of customer that is not past due or impaired, the credit quality is considered good with no defaults in the past.
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Impairment losses
The aging of trade receivables at the reporting date was:

2011 Gross Impairment 2010 Gross Impairment

$ $ $ $

Not past due 4,357,401 - 6,517,326 -
Past due 2 to 6 months 422,289 - 114,906 -
Past due 6 to 12 months 57,101 (14,784) 1,045 -
Past due more than one year 52,911 - - -
4,889,702 (14,784) 6,633,277 -

The movement in allowance for impairment in respect of trade receivables during the year was as follows:

2011 2010

$ $

Opening balance - 6,972
Impairment loss recognised (14,784) (6,972)
Closing balance (14,784) _

All trade receivables at 30 June 2011 are expected to be collected.

The allowance accounts in respect of trade receivables are used to record impairment losses unless the Company is
satisfied that no recovery of the amount owing is possible, at that point the amount considered irrecoverable is written off
against the financial asset directly.

(b) Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage
to the Company’s reputation.

Typically the Company ensures that it has sufficient cash on demand to meet expected operational expenses for a period
of 90 days, including the servicing of financial obligations; this excludes the potential impact of extreme circumstances
that cannot reasonably be predicted, such as natural disasters. In addition, the Company maintains a $200,000 bank
overdraft that is unsecured. Interest would be at the rate of 10.64% per annum for an overdraft up to $200,000 and then
15.74% for an overdraft above that (2010: 10.39% and 15.49% respectively).

The following are the contractual maturities of financial liabilities, including interest payments.

carrying contractual 3 months or 4 months or

2011 amount $ cash outflows $ less $ more $
Trade and other payables 2,656,804 2,656,804 2,656,804 -
2,656,804 2,656,804 2,656,804 -

carrying contractual 3 months or 4 months or

2010 amount $ cash outflows $ less $ more $
Trade and other payables 2,014,930 2,014,930 2,014,930 -
2,014,930 2,014,930 2,014,930 -

(c) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the
Company’s income or the value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return on risk.



Currency risk
The Company provides consultancy services to customers based in the United States and Canada.

Currency risk arises from future commercial transactions and recognised assets denominated in a currency that is not the
Company’s functional currency.

The Company manages currency risk by regularly billing in hourly rates upon completion of tasks and continuous
monitoring of forecast cash flows. Management has set up a policy requiring the company to manage their foreign
exchange risk against the Australian dollar. The Company is required to hedge any major foreign exchange risk exposure
arising from future commercial transactions using forward contracts or derivatives in the form of currency option
contracts. The Company had no exposure to currency risk at the reporting date.

Interest rate risk

The Company is not exposed to any significant interest rate risk as the company currently hold only interest bearing
financial assets. These financial assets held are all variable rate instruments.

The Company has an undrawn overdraft facility approved up to a limit of $200,000. Interest would be at the rate of
10.64% per annum for an overdraft up to $200,000 and then 15.74% for an overdraft above $200,000 (2010: 10.39%
and 15.49% respectively).

At the reporting date the interest rate profile of the Company’s interest bearing financial instruments were:

2011 2010

Variable rate instruments $ $
Financial assets 10,068,400 7,497,463
10,068,400 7,497,463

Interest rate sensitivity analysis for variable rate instruments

An increase of 100 basis points in interest rates at the reporting date would have increased equity and profit or loss by the
amounts shown below. This analysis assumes that all other variables remain constant. The analysis is performed on the
same basis for 2010.

A decrease of 100 basis points in interest rates at the reporting date would have had the equal but opposite effect on
equity and profit or loss. This analysis assumes that all other variables remain constant. The analysis is performed on the
same basis for 2010.

Profit or (Loss) Equity 1%

2011 1% increase $ increase $
Variable rate interest rates 100,684 100,684
100,684 100,684

Profit or (Loss) Equity 1%

1% increase $ decrease $

Variable rate interest rates 74,975 74,975
74,975 74,975

(d) Fair values

The financial assets and liabilities in the Statement of Financial Position are carried at amounts assumed to approximate
their net fair values.

End of Audited Financial Statements
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Hunter Water Australia Pty Limited
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Pursuant to section 41C of the Public Finance and Audit Act 1983, we state that in the opinion
of the Directors of Hunter Water Australia Pty Limited, the financial statements and notes:

a)  Exhibit a true and fair view of the financial position of the Company as at 30 June 2011
and its performance as represented by the results of its operation and its cash flows for
the year then ended.

b)  Comply with the applicable Australian Accounting Standards, Australian Accounting
Interpretations, and other authoritative pronouncements of the Australian Accounting
Standards Board, the Corporations Act 2001, Part 3 of the Public Finance and Audit Act
1983 and Public Finance and Audit Regulation 2010.

c)  Comply with International Financial Reporting Standards.

There are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable.

We are not aware of any circumstances, which would render any particulars included in these
statements to be misleading or inaccurate.

Signed in accordance with a resolution of the Directors:

A (achapret

Mr. R. Robson Mr. R. Chappel
Chairman Director

Dated: 28 September 2011
Newcastle



overseas travel commenced
during 2010-11

Name
J Smith

J Keary

J Keary

E Heslop
C Laydon

C Jakubowski
Y Yan

S Blanshard
M Bloomfield
J Gleeson

M Dafter

K Jones
J Keary

J Keary
A Swan

Destination city, country

Port Moresby, Papua
New Guinea

Port Moresby, Papua
New Guinea

Port Moresby, Papua
New Guinea

Montreal, Canada

Christchurch, New
Zealand

Paris, France
Paris, France

Los Angeles, USA
Los Angeles, USA
Colombo, Malaysia
Houston, USA

Edinburg, UK

Port Moresby, Papua
New Guinea

Lae, Papua New Guinea
Lae, Papua New Guinea

Departure date
29-Aug-10

29-Aug-10

13-Sept-10

16-Sept-10
21-Sept-10

26-Mar-11
26-Mar-11
26-Mar-11
26-Mar-11
29-Mar-11
09-April-11

09-Apr-11
02-May-11

25-Jun-11
25-Jun-11

Duration
5 days

5 days

4 days

15 days
12 days

10 days
10 days
10 days
10 days
11 days
7 days

9 days
5 days

5 days
5 days

Reason for travel
Project consultancy

Project consultancy
To attend Pacific Water Conference and Expo

To attend IWA World Water Congress
To attend Water Conference

To attend IUVA World Congress Exhibition

To attend IUVA World Congress Exhibition

To attend AWWA Premier Membrane Conference
To attend AWWA Premier Membrane Conference
Project consultancy

To attend training on Electrochemical Impedance
Spectroscopy

To attend IWA World Water Congress
Project consultancy

Project consultancy
Project consultancy
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area of operations 3

audit and risk 5, 28

b

board of management 5, 8-9

Burwood Beach Wastewater
Treatment Works 17

C

capital works 6, 14, 19-21, 93, 95,
107, 109

Catchment Management Plan 17
community consultation 13-14
Community Funding Program 14
Consultative Forum 6, 13-15, 79
corporate governance 5-6, 8-9, 29

Customer Contract 4,7, 11-13

d

Developer Forum 4, 13

Dungog Water Treatment Plant 20

e
EAPS 81
EEO 80-81

energy efficiency 4, 11, 16-17
environment 6, 11, 13, 16-18

ethical behaviour 6, 29, 113

f

financial - Hunter Water 2, 25-76,
88-105

financial - Hunter Water Australia
110-148

h

history 3

Hunter Treatment Alliance 4, 17, 19-
21,24

Hunter Water Australia 108-149
Hunter Water Mentoring Program 23
i

IPART 4,7,11,13, 37, 44,97

K

Kevin Young 4, 80, 82, 108

Lower Hunter Recycled Water
Initiative 17, 20

Lower Hunter Water Plan 4, 13

m

major customers 4, 6, 12-13, 78

MD and Chairman’s report 4

o)

Operating Licence 7

organisational structure 10

P

pricing 7, 97

r

records management 6

regulatory framework 3, 7

S
safety 4, 11,19, 22-24, 78, 82, 109

sponsorship 14, 104-105

W
water efficiency 11-12, 16, 18



hunter water corporation

disclaimer

Hunter Water October 2011
ISSN 1836-3253

The Hunter Water Corporation 2010-11
Annual Report has been prepared in
accordance with the relevant legislation
for the Hon Gregory Stephen Pearce,
MLC and the Hon Michael Bruce Baird,
MP.

address:

36 Honeysuckle Drive, Newcastle

telephone:
1300 657 657

fax:

02 4949 9414
TTY:

131 450

website:

www.hunterwater.com.au

Electronic copies are available at
www.hunterwater.com.au

Printed copies are also available on
request (1300 657 657).
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Certified Carbon Neutral, FSC Mixed Sources Certified, 55% recycled (30% pre-consumer,
25% post-consumer), ISO 14001 Environmental Certification, Elemental Chlorine Free.

Hunter Water makes every effort to
ensure the accuracy of the information
provided. However, Hunter Water
accepts no responsibility for incorrect
information and encourages the public
to contact us directly for verification.
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Call for advice

Enquiries:
1300 657 657 Mon-Fri (8am-5pm)

Emergencies:
1300 657 000 24 hours, 7 days

Translator:
131 450 Mon-Fri (8.30am-5pm)

Send a message

Address
PO Box 5171, HRMC NSW 2310

Email
enquiries@hunterwater.com.au

Website
www.hunterwater.com.au

Come to the counter

Newcastle:
36 Honeysuckle Drive

Speers Point:
128 Main Road

Maitland:
285 High Street






