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1. INFORMATION FOR APPLICANTS

1.1 Purpose of this form

This form is to be completed by the person making an application to the Tasmanian
Economic Regulator (Regulator) for the issue of a licence to authorise the:

e ownership of water infrastructure and/or sewerage infrastructure in Tasmania;
and/or

e operation of water infrastructure and/or sewerage infrastructure in Tasmania;
and/or

e provision of a water service and/or a sewerage service in Tasmania.

1.2 Basis for this form

The Water and Sewerage Industry Act 2008 provides in section 34(1)(a) that an
application for the issue of a licence must be made to the Regulator in a form
approved by the Regulator. This is the form approved by the Regulator.

1.3 Use of this form

Licence Applicants should supply the information requested in the spaces provided in
this form and enclose additional information where required. Licence Applicants
should note that the Regulator may also ask applicants who have submitted a
completed application form to provide further information to the Regulator, or to
clarify the information that they have already provided. It is an offence under the
Water and Sewerage Industry Act 2008 for a person to furnish information to the
Regulator that is false or misleading.

1.4 How to lodge an application

The completed application form should be sent to the mailing address below:

Office of the Tasmanian Economic Regulator
GPO Box 770
Hobart TAS 7001

or by e-mail to: office@economicrequlator.tas.gov.au
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2. THE LICENCE APPLICANT

Licence Applicants must fill in all required information in this section.

2.1 Identity of the Licence Applicant

State the full name of the Licence Applicant (that is, the name of the natural person
or the trading name of the company). The Licence Applicant is the person/entity
who/which will be undertaking the regulated activities that will be the subject of the
water licence and/or sewerage licence.

Name: Trading name not yet determined — to be advised once Board is
appointed and name formally registered.

2.2 Legal Identity of Licence Applicant

Provide information about the Licence Applicant, e.g. whether the Licence Applicant
is a natural person or company and the Licence Applicant’s Australian Company
Number (ACN) and/or Australian Business Number (ABN), if applicable.

Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653

[Registered Office: 163-169 Main Road Moonah, Tasmania 7009]

2.3 Address and Contact Details of Licence Applicant

Business Address:

Principal Place of Business: 36-42 Charles Street, Launceston

State: Tasmania Postcode: 7250
Telephone: 13MYWATER
Facsimile: To Be Advised
E-mail: To Be Advised

Postal Address (if different from Business Address):

GPO Box 1393, Hobart

State: Tasmania Postcode: 7001
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2.4 Contact Person on behalf of Licence Applicant

The full name of a person to whom the Regulator can direct enquiries and
correspondence about the licence application. If the contact details of this person
are different from the contact details of the Licence Applicant provided above, please
also provide the contact details for this person.

Name: Eamonn Tiernan

Position: Executive Manager Business Performance, Ben Lomond Water
Address: 36-42 Charles Street, Launceston

State: Tasmania Postcode: 7250
Telephone: 03 6345 6543 or 0418 303 618

Facsimile: 03 6336 2567

E-mail: e.tiernan@blwater.com.au
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3. THE LICENCE

Licence Applicants must fill in all required information in this section.

3.1 Type of Licence sought

Please indicate below which type of licence(s) is/are being sought by the Licence
Applicant.

X Licence to own water infrastructure

X Licence to own sewerage infrastructure

X Licence to operate water infrastructure

X Licence to operate sewerage infrastructure
X Licence to provide water services

X Licence to provide sewerage services

3.2 Date from which the Licence is to take effect

If the Licence Applicant seeks to have the licence issued by a certain date, provide
this date. Licence Applicants should usually allow the Regulator a minimum of eight
weeks to consider an application, as a public consultation period of several weeks
forms part of the Regulator’s consideration of licence applications.

1 July 2013

3.3 Nature and scope of operations for which the Licence is sought

Does the licence, for which the Licence Applicant is applying, cover the entire State
of Tasmania?

X| Yes [] No

If ‘no’, please provide details on the area in which the regulated activity/activities
is/are to be conducted.
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4. SUITABILITY OF LICENCE APPLICANT TO
HOLD A LICENCE

Licence Applicants must fill in all required information in this section.

4.1 Existing activities of the Licence Applicant

Provide general information about the Licence Applicant’s existing activities both
within and outside the water industry and/or sewerage industry, the reasons why the
Licence Applicant intends to participate in the Tasmanian water industry and/or
sewerage industry and the broad nature of that participation.

On 1 July 2013, Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will
be formed from the amalgamation of regional water and sewerage corporations Ben
Lomond Water, Cradle Mountain Water and Southern Water (“the regional
Corporations”), and subsidiary Onstream. It will deliver high quality customer service and
sustainable water and sewerage services to the Tasmanian Community through
investment in infrastructure, people and technology.

The regional Corporations have, since July 2009, held operating licences covering
Tasmania and their operations are subject to Price and Service Plans approved by the
Economic Regulator, effective for the period 1 July 2012 to 30 June 2015. The Price and
Service Plans comply with Price Determinations issued by the Regulator. An extensive
range of management plans are in place to deliver regulatory compliance, service
improvements, emergency preparedness and long-term asset performance.

Consequential amendments under the Water and Sewerage Corporation Act 2012 (“the
Act”) provide for the effective transfer of the regional Corporations’ Price and Service
Plans and Price Determinations to Tasmanian Water & Sewerage Corporation Pty Ltd ACN
162 220 653. Further, the Act provides, through a Transfer Order process, facility for the
transfer of assets, rights, liabilities and employees of the regional Corporations and
Onstream to Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653.

In substance, the consequential amendments and Transfer Orders will transfer existing
regulatory approvals and the technical, financial, operational and infrastructure capacity
of the regional Corporations and Onstream to Tasmanian Water & Sewerage Corporation
Pty Ltd ACN 162 220 653. It will build upon existing achievements (improvements in
drinking water quality and environmental compliance), relationships with stakeholders,
skills, capacity and experience within the existing framework of regulatory approvals.

[For further details on the operations of the regional water and sewerage corporations
and Onstream please refer to Attachment 1 — 2011/12 Annual Reports: Ben Lomond
Water, Cradle Mountain Water, Southern Water and Onstream.]
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4.2 Name and address of the Licence Applicant’s Officer

State the name and address of an Officer of the Licence Applicant. The Officer will be
the person nominated by the Licence Applicant to be responsible for regulatory
compliance and authorised to make this application on behalf of the Licence
Applicant. For companies, the Licence Applicant’s directors, company secretary, or
chief executive officer may be nominated as the Licence Applicant’s Officer. For
other non-company Applicants, the Licence Applicant’s Officer is to be a person that
makes or participates in making decisions that affect a substantial part of the
business of the Licence Applicant.

Name: Miles Hampton

Position: Chairman,
Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653

Address: 163-169 Main Road, Moonah

State: Tasmania Postcode: 7009

4.3 Names and addresses of major shareholders of the Licence Applicant

If applicable, state the full names and addresses of the major shareholders of the
Licence Applicant.

Name: The shareholders are Tasmania’s twenty-nine local councils.
[For full details, refer Attachment 2 — Schedule of Shareholders]

4.4 Eligibility

Has the Licence Applicant ever been deemed a ‘disqualified individual’ under the
provisions of the Corporations Act 2001 (Cwth) or section 41 of the Water and
Sewerage Industry Act 20087?

[] Yes X No

If ‘yes’, please provide details:

4.5 Standard of honesty and integrity shown by the Licence Applicant and
officers and major shareholders of the Licence Applicant

Under the Water and Sewerage Industry Act 2008 the Regulator must not grant a
licence unless satisfied that the Licence Applicant has shown honesty and integrity in
previous commercial and other dealings.
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Is the Licence Applicant, its officers or major shareholders involved in any legal
proceedings, civil or criminal, commenced or likely to be commenced in relation to
the business activities of the Licence Applicant (including past proceedings) involving
claims of dishonesty or lack of integrity?

[] Yes X No

If ‘yes’, please provide details:

4.6 Capacity
Technical

Does the Licence Applicant have, and will they continue to have, the technical
capacity to carry out the activities that the licence (if granted) would authorise?

X Yes [] No

If ‘yes’, please provide information about the technical resources available to the
Licence Applicant, for example the details of the Licence Applicant’s experience in
the water industry and/or sewerage industry. If the Licence Applicant is to rely on
another entity to provide services, a summary of the entity’s experience in the water
industry and/or sewerage industry is required.

Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will operate with a skills-

based Board of Directors who have the necessary skills and experience mix to enable it to

achieve its principal objectives, being:

® To efficiently provide water and sewerage functions;

® To encourage water conservation, the demand management of water and the re-use of
water on an economic and commercial basis; and

® To be a successful business (to operate its activities in accordance with good commercial
practice; to deliver sustainable returns; and to deliver water and sewerage services to its
customers in the cost-efficient manner).

As detailed at Q.4.1, Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will
commence operation on 1 July 2013 with the transferred proven technical capacity of the
regional Corporations and Onstream, which has been developed and enhanced over their
period of operation since 1 July 2009.

Further, Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will have the

financial robustness to be able, if required, to add to the transferred technical capacity. This

will occur, as required, through:

® recruitment, on a temporary or permanent basis as required, of people possessing the
necessary skills, qualifications and experience; and/or

® engagement of professional/trade/specialist service providers.
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Accordingly, in order to achieve its principal objectives Tasmanian Water & Sewerage
Corporation Pty Ltd ACN 162 220 653 will employ in excess of 800 employees (including
support staff) with specialist, professional, technical and trade skills, qualifications and

competencies in:

® Customer relations and community engagement;
*  Work health and safety;

e Water treatment plant operation;

* Sewage treatment plant operation;

® Human resource management

® |nfrastructure maintenance;

® [Engineering;

® Asset management

* Dam safety;

e (Contract administration and project management;
® Fnvironmental management;
Laboratory operation;

Science;

Emergency management;

Billing and pricing;

Accounting and financial management;
Information technology;

Industrial relations;

Regulation and strategy;

Risk management and insurance;

® Quality management systems;

® Payroll; and

® Records and data management.

This ongoing permanent capacity will be supplemented by engagement of professional and
trade services organisations, as required.

[For further details on the operations of the regional water and sewerage corporations and

Onstream and on composition of the expert Board please refer to:

e Attachment 1 — 2011/12 Annual Reports: Ben Lomond Water, Cradle Mountain Water,
Southern Water and Onstream; and

e Attachment 3 — Media Release 15 February 2013: “Directors Appointed for new statewide
Tasmanian Water & Sewerage Corporation”.]

Financial

Does the Licence Applicant have, and will they continue to have, the financial
capacity to carry out the activities that the licence (if granted) would authorise?

X Yes [] No

If ‘yes’, please provide details:
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As detailed at Q.4.1, Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will be
formed on 1 July 2013 with the proven financial capacity (both fiscal and human) of the regional
Corporations and Onstream, as demonstrated over their period of operation since 1 July 2009.

The Corporation will commence operation within the framework of regulatory approvals
embedded within the Price and Service Plans and Price Determinations approved for the regional
Corporations for the period 1 July 2012 to 30 June 2015 which establish:

® Target tariffs for regulated products and services;

® Revenue paths;

® Price caps to be applied when moving customers not yet on target tariff to target tariff;
e Transitional service standards;

® Capital expenditure programs, of which the main driver is requlatory compliance; and

® Key policies.

The ongoing financial viability of Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220
653 is established by the Price and Service Plans and Price Determinations transferred to it, which
together deliver a high degree of certainty in achieving projected total revenue in excess of
S250M per annum in 2013/14.

Whilst projected capital expenditure in the order of S100M per annum is funded by net operating
cash flows of more than S50M per annum supplemented by borrowings, the Balance Sheet is
strong with assets of over $2,000M and a debt to equity ratio of approximately 19%.

Credit ratings for Ben Lomond Water and Southern Water are currently assessed by Tasmanian
Public Finance Corporation as A and Cradle Mountain Water as A-. An Application for credit
rating has been made through Department of Treasury and Finance, but is dependent on
approval of the FY2014 Corporate Plan. Further, a Master Loan Facility Agreement is being
negotiated with Tasmanian Public Finance Corporation.

Copies of the Corporate Plan, credit ratings reports and Master Loan Facility Agreement will be
made available to the Tasmanian Economic Regulator as early as possible on a “commercial in
confidence” basis.

Accordingly, Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will commence
operation with predictable revenue, a strong balance sheet and adequate resourcing of qualified
accounting and support staff.

[For further details on the financial capacity of the regional water and sewerage corporations

and Onstream please refer to:

e Attachment 1 — 2011/12 Annual Reports: Ben Lomond Water, Cradle Mountain Water,
Southern Water and Onstream,; and

e Attachment 4 — Excerpt from Report of the Auditor-General No. 3 of 2012-13: Financial
Statements of State entities Volume 3 - Government Business Enterprises, State Owned
Companies and Water Corporations.]
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Organisational

Does the Licence Applicant have, and will they continue to have, the organisational
capacity to carry out the activities that the licence (if granted) would authorise?

X| Yes [] No

If ‘yes’, please provide information about the human resources and corporate support
available to the Licence Applicant, for example the number, skills and experience of
employees that will be involved with the licensed operations. If the Licence
Applicant is to rely on another entity to provide staff and resources, a summary of the
relationship between the Licence Applicant and this entity, including any formal
agreements to provide services is required.

As at the date of this Application the organisational structure of Tasmanian Water &
Sewerage Corporation Pty Ltd ACN 162 220 653 has not yet been finalised. The new expert
Board was publicly announced on 15 February 2013 and advertisements for Chief Executive
Officer were placed shortly thereafter. The organisational structure will be communicated to
the Economic Regulator as soon as it is finalised by the new Board and Chief Executive Officer.

As detailed at Q.4.1 and elsewhere, Tasmanian Water & Sewerage Corporation Pty Ltd ACN
162 220 653 will commence operation on 1 July 2013 with the transferred proven capacity of
the regional Corporations and Onstream. Indicative employee numbers at 1 July 2013 are

800 full time equivalents spread across the key areas of the licensed operations:

e Service Delivery (24/7 operation and maintenance of sewage treatment plants, water
treatment plants, pump stations, pipelines and dams): staff in this area principally
comprise engineers, tradespersons, technical officers, coordinators and supervisors;

® Assets (capital programme delivery, asset management, technical services): staff in this
area principally comprise technical officers and engineers;

e (Corporate Services (administrative support, financial management, purchasing, regulation
and strategy, customer and stakeholder relations): staff in this area principally comprise
accountants, clerical assistants, data processors, accounts support and call centre
operators;

® Human Resources (workforce management, employee development, work health and
safety): staff in this area principally comprise HR and Work Health and Safety specialists;

® Information Technology (IT support, hardware and software maintenance, data
management and storage): staff in this area principally comprises IT professionals; and

e Billing (accounts processing): staff in this area principally comprise data processors and
data analysts.

Staff currently possess appropriate levels of skill and experience, enhanced by membership of
relevant professional and industry bodies, to deliver operational capacity and this will be
transferred to Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653.

[For further details on the operations of the regional water and sewerage corporations and
Onstream please refer to Attachment 1 — 2011/12 Annual Reports: Ben Lomond Water,
Cradle Mountain Water, Southern Water and Onstream.]
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4.7 Risk management

Does the Licence Applicant have the capacity to carry out the activities that the
licence (if granted) would authorise in a manner that appropriately manages the risk
to public and environmental health?

X Yes [] No

If ‘yes’, please provide details:

As detailed at Q.4.1, Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will
be formed on 1 July 2013 with the proven capacity of the regional Corporations and
Onstream, as demonstrated over their period of operation since 1 July 2009. The regional
Corporations have, over this time, been operating in such a way as to appropriately manage
the risks to public and environmental health.

Accordingly, the Corporation will commence operation with the range of management plans
developed in consultation with, and where appropriate approved by, the regulators (public
health, environment, dam safety, economic), including:

* Wastewater Management Plan;

® Drinking Water Quality Management Plan;
* Asset Management Plan;

® Emergency Management Plan;

® Dam safety Management Plan; and

e Strategic Risk Management Plan.

These plans identify the relevant risks, assess alternatives available for mitigating the risks
and, in a prioritised way, establish appropriate action plans.

In addition, the regional Corporations and Onstream have each prepared a Strategic Risk
Management Plan which is reviewed regularly. The Plans sit over a comprehensive risk
framework which closely references Risk Standard AS/NZ 31000:2009 together with:

® risk governance structure;

® roles and responsibilities;

® types of risks;

® risk categories for both operational and project risks;

® g common risk evaluation criteria;

® g hierarchy of risk treatments; and

® reporting requirements.

Further, appropriate systems are in place to ensure the ongoing safety of employees,
contractors and the public through the ongoing operations of the Corporation.

Recently, the Boards have engaged Deloitte to conduct a review of the corporations’ Risk
Management Framework and Strategic Risks, which ultimately will be combined into the one
framework. The Report, which is currently in draft form, is supportive of the risk
management structures in place across the regional Corporations and Onstream.
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A copy of the Final Report will be provided to the Economic Regulator immediately it is
finalised.

The recently (15 February 2013) appointed Board of Tasmanian Water & Sewerage
Corporation Pty Ltd ACN 162 220 653 will closely monitor the effective management of
business risk both at Board level and through an Audit and Risk Sub-Committee.

In summary, as addressed elsewhere in this Section, Tasmanian Water & Sewerage
Corporation Pty Ltd ACN 162 220 653 will commence on 1 July 2013 with adequate technical,
organisational and financial capacity to to deliver regulated water and sewerage services
whilst appropriately managing the risks to public and environmental health.

4.8 Insurance

Does the Licence Applicant have appropriate and adequate insurance arrangements
in place in respect of the potential for any loss, harm or damage caused to any
person or property arising from the activities authorised under the licence (if
granted)?

x| Yes [] No

If ‘yes’, please provide details:

Detailed information is currently being collected across the regional Corporations and
Onstream as part of the insurance renewal process which will be finalised in June 2013.

This process will culminate in appropriate insurances being in place effective 1 July 2013
covering any loss, harm or damage caused to any person or property by the operations of
Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653.

Relevant classes of insurance will be renewed through a professional insurance broker with
levels of cover appropriate for the operations of a state wide Corporation. Evidence of
insurance will be provided to the Economic Regulator as soon as it is available in June 2013 on
“commercial in confidence” basis.

Classes of insurances currently in place across the regional Corporations and Onstream, for
which renewal will be effected from 1 July 2013, include:

e Public and Products Liability and Professional Indemnity

® |ndustrial Special Risks (Property, Machinery Breakdown, Business Interruption)
® Motor Vehicle

e (Crime (Fidelity)

Marine Cargo (Goods in Transit)

Travel (Authorised and Business Related)

Workers Compensation

Marine Hull (Boats and Trailers)
(continued)

Version: Issue No 1 Office of the Tasmanian Economic Regulator 12



e Contract Works and Legal Liability
® Personal Accident

® Directors & Officers Liability

® Employment Practices Liability

e Statutory Liability

4.9 Regulatory awareness

Please confirm that the Licence Applicant is familiar with the operation of the
Tasmanian water industry and/or sewerage industry and the applicable legislation.

X Confirmed

4.10 Licences held by the Licence Applicant in other Australian jurisdictions

If the Licence Applicant holds water licences and/or sewerage licences in other
Australian jurisdictions please provide details. If a licence previously held has been
suspended or cancelled, please provide details.

Not applicable.

4.11 Licences held by Associates of the Licence Applicant

If an associate of the Licence Applicant holds a water licence and/or sewerage
licence in Tasmania or in other Australian jurisdictions, please provide details.

Nil.

[NB. Arrangements have been made for Licences held by Ben Lomond Woater, Cradle
Mountain Water and Southern Water to be surrendered effective midnight 30 June 2013.]

4.12 Additional Information

If the Licence Applicant wishes to provide any additional information to support the
application, please provide this information below.

1. Offer to provide any other information sought by Tasmanian Economic Regulator

Tasmanian Water & Sewerage Corporation Pty Ltd ACN 162 220 653 will make available any
other information requested by the Regulator in relation to this Application including but not
limited to:

® FY2014 Corporate Plan

® Insurance reports
e (Credit rating reports
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2. Schedule of Attachments:

Attachment 1: 2011/12 Annual Reports — Ben Lomond Water, Cradle Mountain Water,
Southern Water and Onstream

Attachment 2: Schedule of Shareholders

Attachment 3: Media Release 15 February 2013: “Directors Appointed for new statewide
Tasmanian Water & Sewerage Corporation”.

Attachment 4: Excerpt from Report of the Auditor-General No. 3 of 2012-13: Financial
Statements of State Entities Volume 3 - Government Business
Enterprises, State Owned Companies and Water Corporations.
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5. STATUTORY DECLARATION

The following Statutory Declaration must to be signed by the Licence Applicant
(where a natural person) or by the Licence Applicant’s Officer, as nominated under
section 4.2 of this Licence Application.

Statutory Declaration

I, MILES LAWRENCE HAMPTON of 163-169 MAIN ROAD, MOONAH being
the CHAIRMAN of the Applicant, Tasmanian Water & Sewerage Corporation
Pty Ltd ACN 162 220 653, Hereby DECLARE that the information contained in this
application, and attachments thereto upon which | have placed my signature, for the
grant of a licence under the Water and Sewerage Industry Act 2008, as specified
under section 3.1 of this Licence Application, is true and correct and that | make this
solemn declaration under the Oaths Act 2001.

. Me % ;
Signed:
Declared at (place): LAUNCESTON

On (date): 27 FEBRUARY 2013

4 -
Before me: k E. Tiernan (FCPA 1521222)

(Justice, commissioner for declarations or authorised person’)

"A person authorised by regulation 4 of the Statutory Declarations Regulations 1993 (Cwth).
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