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Central Coast Council

Response to 2026-2031 Draft Determination

1. Summary

Council welcomes IPART's Draft Determination and the accompanying consultant reports. Council
acknowledges the careful consideration given by IPART to the inherent trade-off between maintaining
affordability for customers and ensuring sufficient funding to sustainably secure, treat and deliver water and
wastewater services over the long term. Council recognises the iterative and evidence-based approach
applied by IPART in assessing efficient costs, service standards and customer impacts.

The Draft Report recognises the improvements implemented by Council across the current determination
period and acknowledges Council's ongoing commitment to strengthen its governance, planning and
delivery capability over the next determination period and beyond. Council welcomes this recognition and
agrees that many of the efficiency and performance improvements underway will continue to mature and
deliver benefits over time.

Council notes IPART's recommendations and will incorporate them into its ongoing delivery and continuous
improvement program. In addition, Council will continue to focus on:

e balancing cost against service improvement through targeted, risk-based investment that manages
affordability impacts.

o further strengthening strategic capital planning and project development, including options analysis
and cost estimation at all stages of the project lifecycle

e continuing the transition from reactive and preventative maintenance toward more risk-based and
optimised asset management approaches

e maintaining strong and ongoing customer engagement to inform priorities and investment
decisions

e continuing to demonstrate accountability and transparency through the public reporting of
performance outcomes, including the incorporation of new and refined performance measures.

Together with Council’s existing improvement initiatives, the recommended actions provide a structured
and controlled pathway to deliver long-term benefits for customers. Council notes IPART's
acknowledgement that improvements in performance measures, and changes in maintenance and capital
investment strategies, are expected to yield more sustained outcomes over the medium to long term rather
than immediate short-term results. This measured approach is consistent with customer feedback received
during engagement activities, which emphasised the importance of improved service outcomes while
limiting price impacts where possible.

Council also acknowledges IPART's continued direct engagement with customers and stakeholders on a
range of matters, including consultation on issues such as pensioner rebates. Council understands that all
feedback received through IPART's consultation processes will be considered as part of the Tribunal’s final
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Central Coast Council

Response to 2026-2031 Draft Determination

determination and supports the transparent incorporation of community input into the regulatory
decision-making framework and, where legislation and regulatory frameworks permit, into Council service
delivery.

The below table summarises Central Coast Councils submission detail against key themes, IPART's view of
those same themes, and Councils acceptance of IPART's comments and feedback.

m Central Coast Council Submission IPART's Draft Report

Customer Council’'s substantial engagement IPART's Public Hearing and submission
Engagement program was delivered through process provided additional customer
multi-year engagement activities that feedback, which has been considered by
shaped Council’s proposal. The IPART in forming the Draft Determination.
Q engagement met IPART's expectations.
e 329 submissions with some
e 4,300+ touch points with face- submissions expressing alternative
to-face pop ups, deliberative perspectives on service levels and
forums, focus groups and online pricing options
engagement

e Feedback provided clear
guidance on preferred pricing
outcomes, with customers
indicating a preference to
balance affordability and service
optimisation, and expressing
comfort with existing
performance reporting

arrangements
Operating $703.4M proposed $699.8M IPART
Expenditure $719.2M Arup/HK
Operating expenditure was developed IPART's assessment is broadly aligned with
using IPART's building block Council's proposed operating expenditure
methodology and reflects customer and recognises improvements in Council’s

feedback that prioritised affordability processes and systems. The Draft Report
and service continuity over significant also acknowledges cost pressures
increases in service performance. The associated with regulatory change and
additional operating revenue emerging technologies.

recommended by Arup/HK is noted,

however this will be funded through the

use of Council reserves rather than

impacting the customer bill.
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Central Coast Council
Response to 2026-2031 Draft Determination

m Central Coast Council Submission IPART's Draft Report

Capital $577.8M Proposed $577.8M IPART
Expenditure

$639.9M Revised with new estimates $639.7M Arup/HK

0 Council has received revised cost IPART recognises the need for continued
estimates on five major projects and a capital investment to maintain service
shift in delivery timing, as detailed later  reliability and meet regulatory obligations
in this report. The changes in capital and has specifically sought updated cost
investment have minimal impact on estimates.

pricing and aligns with the lower bound
recommended by Arup/HK.

Notional $1,307.5M Proposed $1,320.2M IPART
revenue
requirement CCC Water submission WACC: 3.3% real = IPART draft WACC: 3.6% real post-tax,
post-tax based on market data available | reflecting more up-to-date market
0 at the time of submission. information.
IPART explicitly states that the difference in

draft bill outcomes is primarily driven by the
WACC, not operating or capital inefficiency.

Price setting The proposal uses a fixed service charge = IPART proposes no changes to CCC pricing
(demand to keep water and wastewater services  structure.

forecasting and reliable, plus a usage charge so

price structure) customers who use more water pay

more, helping balance service

improvements with affordability over
time.

Draft Prices $3.09/kL Water usage charge $3.09/kL Water usage charge
$217 Water service charge $222 Water service charge
Q $856 Wastewater bill (house) $864 Wastewater bill (house)
Impacts on draft 7.8% increase 8.7% increase
decisions $1,598 total bill for house 170kL usage  $1,612 total bill for house 170kL usage
IPART explicitly states that the difference in
draft bill outcomes is primarily driven by the

WACC, not operating or capital inefficiency.

Wyong Administration Building: 2 Hely St / PO Box 20 Wyong NSW 2259
P 02 4306 7900 | W centralcoast.nsw.gov.au | ABN 73 149 644 003

Page 6 of 27



Central Coast Council
Response to 2026-2031 Draft Determination

m Central Coast Council Submission IPART's Draft Report

Performance Council currently publishes IPART accepts Council’s proposed

and performance reporting on a quarterly, performance outcomes, measures and

Accountability biannual and annual basis and commits | targets, subject to minor modifications.
to incorporating the additional

0 performance measures and IPART recommends the publication of three

amendments proposed by IPART, where additional performance measures and
system functionality and reporting recommends four amendments to existing
support it. Council will also continue to | reported metrics. It is acknowledged by
engage with customers and industry IPART that our performance metrics are
stakeholders to review and refine improving.

performance reporting over time and
implement those changes.

Assessment of Proposed as standard, consistent with Assessed as standard, meeting all essential
CCC Water's IPART's grading rubric. elements of IPART's pricing proposal
pricing proposal assessment framework.

Table 1 shows how the presentation of typical bills has changed between CCC Water's September 2025
proposal, IPART draft, and Council's updated capital program.

2025-26 2026-27 2027-28 2028-29 2029-30 2030-31

CCC Water proposal September 2025 ($2025-26 and 170 kL

annual usage) 1,483 1,598 1,598 1,598 1,598 1,598
Modelling corrections and adjustments 0 -28 -28 -28 -28 -28
WACC update from 3.3% to 3.6% 0 41 41 41 41 41
IPART Draft : Typical bills under IPART draft decision ($2025-

26 and 170 KL annual usage) 1,483 1,612 1,612 1,612 1,612 1,612
Increase capital program to $682.5M from $577.8M with revised 0 B B B B B
phasing of spend 4 4 4 4 4
Council updated capital program: Typical bills under IPART 1,483 1,608 1,608 1,608 1,608 1,608

draft decision ($2025-26 and 170 kL annual usage) *

*The updated capital program reduces the increase on a typical bill from 8.7% based on the IPART draft
determination down to 8.5%
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Central Coast Council

Response to 2026-2031 Draft Determination

2. Central Coast Council Comments

Within the IPART Draft Report, a number of themes or topics emerge where either Council has elected to
make comment or IPART have sought a specific response from Council.

2.1 Customer engagement and feedback throughout our submission

Central Coast Council Water and Sewer undertook a multi-year, multi-faceted engagement program
designed to ensure broad and representative participation from across the Central Coast community, and to
support informed input into complex pricing and service decisions.

Council's engagement approach deliberately emphasised education before consultation. Participants were
provided with structured and accessible information about Council’s water and sewer services prior to being
asked for feedback. This ensured that community views were informed by a clear understanding of
Council’s operating environment, regulatory framework and long-term challenges.

Participants were informed about:

o the diversity of communities and customers they were representing

e how IPART regulates prices and the respective roles of IPART and Council

o which elements of pricing and service delivery are negotiable, and which are constrained by
regulation

e Council's current service performance, asset condition, cost drivers and compliance obligations

o the real and unavoidable trade-offs between affordability, service levels and long-term investment.

Council’'s engagement activities included deliberative forums, structured surveys, targeted outreach,
People’s Panels and First Nations engagement. Feedback was systematically collated and transparently
“looped back” to participants to demonstrate how customer input directly shaped Council’s pricing
proposal, service priorities and performance commitments.

In 2023, Council delivered more than 1,400 engagement touchpoints through qualitative forums and
guantitative surveys to inform water and sewer service planning. In 2024, a further 960 participants were
directly engaged through surveys, deliberative forums and targeted engagement activities, noting that this
figure excludes unquantified pop-up and outreach interactions.

Building on this foundation, the Future Service Options Engagement Program engaged an additional 1,969
participants, including 85 community forum participants, 1,543 survey respondents, an eight-person
People’s Panel workshop, and a range of stakeholder group meetings.

In total, Council directly engaged at least 4,329 participants since 2023 to inform the development of its
pricing submission. As a result of this engagement, Council incorporated explicit community direction on:

o bill structure

e bill phasing

e the balance between cost-of-living pressures and service outcomes
e performance measures and reporting expectations.

Wyong Administration Building: 2 Hely St / PO Box 20 Wyong NSW 2259
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Central Coast Council

Response to 2026-2031 Draft Determination

IPART's consultation activities summarise issues raised through submissions and their public hearing,
including affordability concerns, service perceptions and levels of trust. Whilst Council acknowledges
and respects the role of IPART's statutory consultation process, which occurs within a condensed
timeframe Council’'s engagement approach was intentionally designed to:

e reach a broader and more representative cross-section of the community

e build understanding before seeking feedback

e use deliberative and co-design methods rather than opinion-only input

e demonstrate transparently how customer feedback shaped decisions, and

e support ongoing accountability and trust-building beyond the pricing submission.

This approach ensured that customer views reflected informed consideration of real constraints and
trade-offs, and enabled participation by customers who may not be able to attend formal public
hearings.

Wyong Administration Building: 2 Hely St / PO Box 20 Wyong NSW 2259
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Central Coast Council

Response to 2026-2031 Draft Determination

2.2 Performance metrics and transparency

While IPART noted that some stakeholders raised concerns relating
to accountability, Council considers it important to clarify that
transparency and accountability in service delivery are
70 ENGAGE WITH YOU e .
e IN THE FUTURE? ) already embedded within its governance and reporting
frameworks.

i oW DO YOU WANT US

Through Council's customer-focused website, a broad
range of performance information, reports and
service-level data is consistently published and made
publicly available. This includes both financial and
non-financial performance information, alongside
direct access to water and sewer services, enquiries
and feedback channels. Council actively reviews and
enhances website content to ensure it remains accessible,
relevant and responsive to customer needs, including
incorporating feedback received through online channels.

In addition to digital engagement, ratepayers also have the opportunity to raise questions or provide
feedback through their elected Councillors, ensuring accountability through established democratic
processes.

Council’s performance reporting framework includes:

e Monthly publication of financial performance results, including Operating Statements, Capital
Expenditure and Investment updates

e Quarterly reporting on Water and Sewer customer survey results, and Water and Sewer
performance metrics

e Biannual reporting on the Water and Sewer Delivery Plan progress

e Annual publication of comprehensive reports, including the Water and Sewer Performance Report,
National Performance Reporting, Council’'s Annual Report and audited Financial Statements.

Many of these reports are presented to Council in open meetings, providing opportunities for both public
forum submissions and debate as part of formal Council deliberations. Performance outcomes are also
regularly communicated to the community through Council newsletters, updates and other public
communications.

Wyong Administration Building: 2 Hely St / PO Box 20 Wyong NSW 2259
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Central Coast Council

Response to 2026-2031 Draft Determination

Beyond customer-facing reporting, Council is subject to extensive statutory and regulatory reporting
obligations. These include a range of annual returns and compliance reports submitted to regulatory bodies
such as the Environmental Protection Authority (EPA) and the Department of Climate Change, Energy, the
Environment and Water (DCCEEW). These reports are independently monitored by the relevant regulators
and draw from the same underlying datasets as Council’s published performance reports, although they do
not typically present information in a customer-focused format.

As part of its pricing submission, Council has further demonstrated its commitment to high-quality
performance reporting by engaging directly with customer groups to test the relevance, clarity and
usefulness of reported information. Council has also commenced collaboration with peak industry bodies
and comparable organisations to ensure it remains aligned with contemporary reporting practices and
emerging expectations across the water sector.

Council acknowledges that accountability and transparency are continuous obligations rather than static
outcomes. Accordingly, Council will continue to strengthen how service delivery performance is
communicated and understood by customers, including incorporating improvements recommended by
IPART. These actions are intended to enhance existing practices, rather than to address an absence of
accountability mechanisms, which Council considers are already robust, visible and subject to ongoing
regulatory oversight.

Water and Sewer Performance Reports and Delivery Plan Updates | Central Coast Council

2.3 Performance improvement

The independent expenditure review characterises the upcoming determination period as a transitional
phase, marking a shift from historical under-investment toward greater operational maturity. Capital
investment during this period is therefore primarily focused on stabilising asset condition, addressing
compliance and operational risk, and laying the foundations for future efficiency and service resilience,
rather than delivering immediate and visible service uplift.

As a result, improvements in performance are expected to emerge progressively as capital works are
delivered, systems are upgraded, and operational practices mature. The full benefits of these investments
are anticipated to materialise over the latter years of the determination period and continue into
subsequent regulatory periods, consistent with the long lead times inherent in major infrastructure renewal
and system change.

In this context, a trajectory-based assessment of performance is appropriate. Such an approach recognises
that service improvements will be incremental, reflects the underlying investment cycle, and aligns with
IPART's regulatory framework, which is designed to assess performance over time rather than on the basis
of short-term outcomes alone.
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Central Coast Council

Response to 2026-2031 Draft Determination

2.4 Approach to PFAS

The presence of per- and polyfluoroalkyl
substances (PFAS) in the environment, and the
emerging regulatory requirements associated
with its management, present an ongoing risk to
both water quality and wastewater treatment and
disposal. Council has explicitly considered this risk
in the pricing submission, including the potential
cost impacts that may be passed on to customers
in order to continue meeting regulatory
obligations.

Council has incorporated the currently known and
guantifiable costs associated with increased
monitoring and testing requirements into its
expenditure forecasts. However, there remains a
material but presently unquantifiable risk to both
the business and customers arising from future
regulatory change. This includes the potential
need for expanded testing regimes, new treatment processes,

changes to waste handling and disposal requirements, or additional capital
investment should regulatory standards evolve further.

This challenge is not unique to Central Coast Council and is being experienced across the water sector
nationally, reflecting the emerging nature of PFAS science, regulation and management approaches.
Council continues to work closely with relevant regulatory bodies, including the NSW Environment
Protection Authority (EPA), the Department of Climate Change, Energy, the Environment and Water
(DCCEEW), and NSW Health, to understand evolving requirements and ensure regulatory compliance.
Council is also actively engaged with peak industry bodies and the broader water industry to share
information, align responses and contribute to the development of consistent, evidence-based approaches
to PFAS management.

Given the uncertainty surrounding future regulatory settings and treatment expectations, Council considers
it appropriate that this risk be recognised as part of the broader pricing framework. Council will continue to
monitor developments and adapt its response as greater clarity emerges, noting that some cost impacts
cannot reasonably be forecast with precision at this stage.
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Central Coast Council

Response to 2026-2031 Draft Determination

2.5 Capital Investment

The IPART pricing submission process involves a substantial time period between initial price modelling,
community engagement and final regulatory review. During this period, several major, long-term capital
projects progressed through detailed planning, design development and procurement readiness, resulting
in more mature cost estimates and refined delivery timing.

As project definitions improved, updated cost information became available, reflecting contemporary
construction pricing, refined scopes, risk allowances and delivery sequencing. This represents Council’s first
formal opportunity to incorporate these updated estimates into the pricing submission, consistent with the
staged nature of large infrastructure planning and delivery.

As part of the submission review process, updated project information was progressively provided to IPART
and its independent advisers, Arup and HoustonKemp, through established regulatory information requests
and review mechanisms. In parallel, Council’s internal governance and project assurance processes
continued to mature cost estimates through standard business case development and market testing
activities. This iterative refinement of capital forecasts is a normal and expected feature of IPART pricing
reviews, particularly for capital-intensive programs with long delivery horizons.

As a result of these updated estimates, Council's total capital investment over the determination period
increased from $577.8 million to $639.9 million. This revised capital program aligns with the lower bound of
the efficient expenditure range recommended by Arup and HoustonKemp and reflects more realistic and
evidence-based cost forecasts informed by the independent expenditure review.

Importantly, the independent review also confirms that
Council’s capital program is clearly aligned to customer
values identified through community engagement. Arup
and HoustonKemp note that Council has explicitly
mapped its proposed capital expenditure to customer
priorities, with the majority of investment directed
toward values most strongly expressed by
customers, including reliable service, effective
planning and quality treatment. This demonstrates
that capital investment decisions are being driven
by customer outcomes and regulatory need, rather
than discretionary scope expansion.

The revised capital program does not introduce new
service levels or discretionary enhancements. Rather, it
recalibrates previously identified projects to more
accurately reflect efficient delivery costs required to
stabilise asset condition, address compliance risk and support
long-term service reliability. The impact of this change

on prices is minimal, as shown in Table 1, while materially improving

the credibility, deliverability and customer alignment of the capital program.
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Central Coast Council

Response to 2026-2031 Draft Determination

3. Central Coast Council responses to IPART questions

3.1 Could an additional $19.6 million in operating expenditure recommended by
Arup/HK be spent efficiently? What benefit would customers receive from this
additional expenditure?

Through Council's extensive and structured community engagement, customers provided clear guidance
that minimising the impact of price increases was a higher priority than funding additional operating
expenditure aimed at accelerating improvements to existing service levels. When presented with service
uplift options and associated cost impacts, customers expressed limited willingness to pay for broad
increases in operational activity, with support confined to a small number of targeted initiatives, most
notably water mains flushing and S-gate valve installations.

In light of this clear customer direction, Council does not propose to recover the additional $19.6 million of
operating expenditure recommended by Arup and HoustonKemp through prices, as doing so would result
in a further increase to the average customer bill. This position reflects both customer preferences and
Council's broader commitment to affordability, particularly in the context of current cost-of-living pressures
across the Central Coast.

Council acknowledges and accepts the expert advice of Arup and HoustonKemp regarding the risks
associated with constrained operating expenditure when combined with an intensive capital delivery
program. Rather than dismissing this risk, Council proposes to manage it through alternative funding
mechanisms, primarily the targeted use of currently available reserves, in order to maintain service
outcomes while keeping customer prices as low as possible.

Where additional operating expenditure is required to deliver value to customers or to mitigate risks to
asset condition, service reliability or compliance, Council will prioritise expenditure on:

e Maintenance contracts to address known asset condition risks and reducing reactive failures

e Sludge removal to stabilise treatment performance and reduce environmental and operational risk

e Asset improvement programs that directly support reliability and resilience of critical infrastructure

e PFAS contingencies, enabling Council to respond promptly to emerging regulatory or public health
requirements without immediate price impacts.

These targeted investments provide tangible customer benefits, including reduced likelihood of service
disruptions, improved environmental performance, lower long-term maintenance cost and greater
preparedness for emerging regulatory obligations, while avoiding an immediate increase to customer bills.

Overall, where unforeseen or unavoidable expenditure arises that is necessary to restore asset performance,
address system or process deficiencies, or maintain customer outcomes, Council will assess the nature and
urgency of the expenditure and consider internal contributions, including reserves, as a funding mechanism.
This approach enables Council to respond to legitimate operational and asset risks, addresses the concerns
raised by Arup and HoustonKemp, and minimises the financial impact on the community while maintaining
accountability for the efficiency and purpose of expenditure.
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Central Coast Council

Response to 2026-2031 Draft Determination

3.2 Since CCC Water submitted its pricing proposal, have its project costs
subsequently increased? Can CCC Water provide updated forecast expenditure and
how it proposes to fund any increases (for example, reprioritise projects, internal
contributions or proposed price increases)?

In response to the matters raised by IPART, Council provides the following additional context to assist IPART
in its consideration of the final determination. This information has previously been shared with IPART and
its advisers, Arup and HoustonKemp, through the expenditure review interviews conducted in October
2025.

Council considers it appropriate to formally restate this context in this response, given its relevance to the
assessment of Council's proposed expenditure and its importance to demonstrating how customer
priorities, affordability considerations and regulatory obligations have informed Council’s approach.

The timing of Council’s pricing submission did not align with the completion of several critical asset
condition assessments that were required to fully inform detailed business cases for the determination
period. These were finalised in February 2025.

At the time the submission was prepared, a number of major capital projects were still at concept or
preliminary design stage. As a result, cost estimates were necessarily based on early scope definitions and
high-level planning assumptions. In parallel, Council was responding to community engagement outcomes
that clearly indicated a strong preference to limit bill increases, reflecting broader cost-of-living pressures
affecting customers.

Since the submission was lodged, updated asset condition assessments,
including those relating to sewer rising mains and sewage treatment
plants, have identified higher renewal requirements than previously
anticipated. In addition, the progression of major projects
from preliminary planning through to detailed design and
procurement has produced revised cost estimates that
more accurately reflect scope certainty, prevailing
market conditions and delivery risk.

This misalignment in timing between the
preparation of the pricing submission and the
availability of more mature asset condition and
project data is the primary reason Council’s capital
expenditure proposal appears understated when
compared with the subsequent business cases
reviewed as part of the independent expenditure
assessment process.
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Central Coast Council

Response to 2026-2031 Draft Determination

Individual Projects subject to cost escalation

Charmhaven Sewage Treatment Plant (CHSTP) Upgrade

Council’s proposed expenditure for the Charmhaven Sewage Treatment Plant (CHSTP) was developed at a
time when the project was in its early design phase. Accordingly, the cost estimates included in the pricing
submission were based on preliminary scope definitions and high-level assumptions appropriate to that
stage of project development.

Over the past 12 months, as the project progressed through detailed design, Council experienced a material
escalation in forecast costs. The primary driver of this increase has been the identification of additional
scope required to deliver increased treatment capacity. This requirement emerged through detailed design
investigations to ensure the project fully meets environmental licensing and regulatory compliance
obligations over the medium to long term.

In parallel, Council has been exposed to higher construction market costs as the project moved through
detailed design and procurement. Tender pricing reflected prevailing market conditions, supply chain
pressures and labour availability. In addition, revised contract terms incorporating enhanced risk allocation
and mitigation measures contributed to an increase in the overall cost profile.

Construction of CHSTP commenced following the award of the construction contract in December 2025.
Current forecast costs are therefore informed by outcomes from a competitive tender process and
represent the most mature and reliable estimate of efficient delivery costs under current market conditions.

As a result of these factors, the updated forecast represents an increase of $66.4 million in capital
expenditure for the 2026-31 determination period.

Charmhaven Sewage Treatment Plant Major
Upgrade
IPART Submission $107.6M

Current Forecast (post contract award) i 174.0M |

Total
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Central Coast Council

Response to 2026-2031 Draft Determination

Sewer Pump Station and Rising Main Upgrade - Hamlyn Terrace (CH12-13)

Council’s proposed submission budget for CH12-13 was prepared in December 2024, at a time when the
project was in early planning and had not yet progressed through comprehensive scope definition, options
assessment or constructability analysis. As a result, cost estimates were necessarily developed using
desktop-based information and NSW Government Reference Rates, which are intended to support
high-level, preliminary forecasting only.

Since the submission was lodged, Council has continued to develop the project scope in greater detail. This
has included assessment of alternative alignments and construction methodologies to minimise impacts on
environmentally sensitive areas, as well as consideration of the most appropriate staging of the upgrades in
response to sustained and higher-than-anticipated growth within the catchment.

Updated cost estimates have now been prepared for the preferred and most likely delivery option. These
estimates incorporate additional scope and controls required to manage environmental risk during
construction, along with more contemporary costing methodologies and market-based benchmarks
derived from comparable projects. This approach has superseded the earlier reliance on NSW Government
Reference Rates and reflects a more mature and realistic assessment of efficient delivery costs.

As a result, the revised forecast represents an increase of $42.5 million in capital expenditure for the 2026—
31 determination period.

Sewer Pump Station and Rising Main Upgrade v,
- Hamlyn Terrace Vi f

IPART Submission $5.7M &
Current Forecast $48.2M [B&
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Central Coast Council

Response to 2026-2031 Draft Determination

Sewage Treatment Plant Operational Improvements — Kincumber Sewage Treatment Plant (KSTP)

Council’s proposed submission budget for the Kincumber Sewage Treatment Plant (KSTP) was prepared
using preliminary planning estimates developed prior to completion of a comprehensive, site-wide asset
condition and performance assessment.

That subsequent assessment identified five critical process areas requiring urgent renewal to mitigate
operational risk and maintain service continuity. Four of these renewal packages are currently in delivery,
with the fifth package now progressing through detailed planning. Given the operational constraints of the
treatment plant, the works have been deliberately staged across process areas to ensure the plant can
remain fully operational throughout construction. A second phase of renewal works has also been identified
to follow completion of the initial urgent upgrades.

The inclusion of these additional renewal requirements, together with the necessary sequencing of works to
manage operational risk, has resulted in an increase of $9.6 million in forecast capital expenditure within the

2026-31 determination period.

Sewage Treatment Plant Operational

. Total
Improvements - Kincumber ota
IPART Submission $12.1M
Current Forecast $21.7M

Wyong Administration Building: 2 Hely St / PO Box 20 Wyong NSW 2259
P 02 4306 7900 | W centralcoast.nsw.gov.au | ABN 73 149 644 003

Page 18 of 27



Central Coast Council

Response to 2026-2031 Draft Determination

Water Main Renewal Program

Council’s proposed submission forecast for the water main renewal program was initially informed by
historical delivery trends and existing internal resourcing constraints in order to ensure construction works
could be delivered safely and efficiently. Following submission, a more detailed business case was
developed using updated assessments of remaining useful life, observed failure trends and outputs from
Council’s Pressure Main Criticality Analysis (PCMA) tool.

The business case identified a significant and growing risk to asset reliability and customer levels of service
if the rate of water main renewals is not increased during the 2026-31 determination period and further
again in subsequent determination periods. This risk is largely driven by the batch-style installation of the
water supply network between the 1960s and 1980s, when entire suburbs were constructed and
commissioned within short timeframes. Early construction materials, predominantly asbestos cement and
cast iron, have since proven to be more susceptible to failure and have been the primary contributors to
increased break rates since the early 2000s.

Undertaking wholesale replacement of these assets as they simultaneously reach the end of their useful life
would not be affordable or operationally practical. Council’'s emerging water main asset replacement
models therefore recommend a managed increase in renewal rates to approximately 15km per annum
during the 2026-31 period. This approach establishes a stepping point for subsequent pricing submissions
and helps to smooth future peaks in renewal expenditure while progressively reducing failure risk.

Since preparing its pricing submission, Council has actively worked to address historical delivery and
resourcing constraints affecting the water main renewal program. Council has demonstrated an increased
capacity to deliver higher volumes of renewal activity, with investment and delivery rates in the current
2025-26 financial year trending above historical profiles. In recognition of the required renewal uplift, and
Council’'s demonstrated ability to increase delivery output, Council is forecasting an increase of
approximately $1.9 million in capital expenditure for the water main renewal program over the 2026-31
determination period.

IPART Submission

~Business Case Forecast (resource constrained)
¥ - X
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Response to 2026-2031 Draft Determination

Sewer Rising Main Renewal Program

Council’s proposed submission forecast for sewer rising main renewals was developed prior to the
completion and review of several detailed asset condition assessments. Subsequent condition and
performance evidence has confirmed that a higher level of investment in renewal activity is required to
manage failure risk and maintain service reliability. As part of the expenditure review process, 15 sewer
rising mains were identified as being in poor condition, with an elevated risk of further failures occurring
during the 2026-31 determination period.

The preliminary cost estimates supporting the original business case were also based on NSW Government
Reference Rates, which have not kept pace with escalation in the civil construction market. As individual
projects progress through detailed investigation, optioneering and options assessment, Council expects
that the efficient delivery costs for some assets will increase further as scope, constructability and risk
requirements are more clearly defined.

At the same time, Council recognises that there may be opportunities to achieve efficiency gains for some
assets through optimised design, alternative construction methodologies and revised delivery approaches
identified through detailed optioneering. These opportunities will continue to be explored as projects
mature, while ensuring that risk to service continuity and environmental outcomes is appropriately
managed.

Taking these factors into account, Council is forecasting an increase of approximately $8.1 million in capital
expenditure for sewer rising main renewals over the 2026-31 determination period.

IPART Submissiqn

Business Case Forecast
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Council Proposal to fund cost increases

Council has considered a number of risks including global uncertainty and updated delivery programs for
the identified projects. A conservative and realistic approach to capital delivery has been adopted, including
smoothing expenditure across the 2026-31 determination period. This approach not only supports
deliverability but results in a positive impact on customer bills, enabling Council to fund an expanded
capital program within the approved revenue framework and without additional cost to customers.

3.3 CCC Water has indicated it considers there are capacity constraints that would
limit its ability to accelerate asset renewals. Would CCC Water be able to undertake
renewals at a faster rate if it received additional funding?

Council has acknowledged in its pricing submission, and through the independent expenditure review, that
there are existing resourcing constraints within teams responsible for planning and delivering asset renewal
programs. Notwithstanding this, Council is confident that asset renewal activity could be accelerated where
additional funding enables targeted increases in resourcing across project planning, design and delivery
functions.

Since lodging its submission, Council has taken deliberate steps to improve resourcing and delivery
efficiency within the water main renewal and sewer main relining programs. These initiatives have already
demonstrated tangible results, with Council evidencing an increased rate of renewal delivery in these asset
categories compared with historical performance.

Council has also identified further opportunities to improve delivery efficiency across other asset classes.
However, these projects typically place greater demands on resources during both the planning and
construction phases due to their complexity, scale and risk profile. To support this uplift, Council is currently
implementing a revised project risk assessment and prioritisation framework, alongside enhancements to
planning, scoping and project development processes.

These improvements are expected to deliver greater efficiency in
the upfront planning and definition phase of asset renewal
projects, enabling more effective deployment of resources,
improved cost certainty and enhanced delivery outcomes
over the determination period and beyond.

Council continues to adopt a cautious approach to its capital
program, reflecting the identified risks and the concentration
of complex projects in the early years of the determination
period. Any acceleration of renewal activities will be
considered where project progress and delivery outcomes
continue to support further expansion of the program.
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3.4 Does CCC water consider that the additional capital expenditure recommended
by Arup/HK for accelerated asset renewals could be used efficiently?

The additional expenditure recommended by Arup and HoustonKemp for individual, well-developed
projects addressed in 3.2 of this response, as well as for the water main and sewer main renewal programs,
can be accelerated efficiently. Planning and scoping for these projects are already substantially complete,
delivery pathways are established, and resource requirements are well understood within these programs.

More broadly, accelerated renewal across the remaining asset categories can be delivered efficiently as
Council implements the improvement actions identified in IPART's Draft Report, including those relating to
strategic and project planning, management systems and approaches to risk management (page 46). These
initiatives are currently underway and are expected to strengthen Council’s ability to plan, prioritise and
deliver more complex renewal projects.

As these improvements are embedded, Council will be better positioned to further refine its business
processes, systems and delivery structures. This will support improved resource efficiency in both the
planning and delivery phases of asset renewals, enabling Council to progressively increase delivery capacity
while maintaining appropriate risk controls and value for customers.

Council notes that the updated costs relating to capital expenditure result in a capital program consistent
with the lower bound of $639M, as recommended by Arup and HoustonKemp.

3.5 What are the potential system and service risks, if any, of not increasing renewals
expenditure in the 2026 determination period?

If renewal expenditure is not increased during the 2026 determination period, Council considers there are
material risks to both system performance and customer outcomes.

For water supply assets, the primary risk relates to an increased frequency of asset failures, which would
likely result in:

e more frequent unplanned service interruptions to customers, noting that current performance is
already below customer targets in some areas

e anincreased incidence of water quality complaints, including discoloured water, arising from pipe
failures and the operational shutdowns required to enable repairs

e potential damage to public infrastructure and private property, particularly where failures occur in
developed or high-traffic areas

e secondary environmental impacts, including erosion, sediment mobilisation and impacts to
downstream waterways resulting from major main breaks.
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For sewerage assets, the risks associated with insufficient renewal investment are more acute given the
potential environmental and public health consequences of asset failure. These risks include:

e harm to sensitive receiving environments, including coastal lagoons and areas containing
endangered ecological communities

o reduced suitability of recreational waterbodies, with associated public health risks consistent with
those identified in the NSW State of the Beaches reporting

e anincreased likelihood of regulatory intervention or enforcement action by regulators, including the
NSW Environment Protection Authority, noting that Council now holds documented evidence
demonstrating the need for increased renewal investment to manage identified risks.

More broadly, failure to increase renewal expenditure would undermine long-term system reliability and
service continuity. As the asset base continues to age, deferred renewal is likely to result in increasing
reliance on reactive maintenance and emergency repairs, which are typically less efficient, more disruptive
to customers, and more costly over time.

If renewal rates are not accelerated during the 2026-31 determination period, these risks are likely to
compound in subsequent periods, presenting as:

e adecline in customer service quality and reliability

o higher long-term costs due to overlapping requirements for reactive repairs and accelerated renewal
investment occurring simultaneously

e increased price volatility for customers as future determinations attempt to address accumulated
asset condition backlogs.

Council therefore considers that a controlled increase in renewal expenditure during the 2026-2031
determination period is essential to mitigate system and service risks, stabilise asset performance and
protect customers from greater disruption and cost impacts in future regulatory periods.
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3.6 What level of internal contributions can CCC Water make to offset price increases
without compromising long term-term financial sustainability?

Council has set its proposed expenditure to reflect the efficient cost of providing water and wastewater
services to the community, consistent with IPART's building block framework. The application of this model,
together with the independent review process, supports Council’s objective of operating the business in a
financially sustainable manner over the long term while delivering value to customers.

Council proposed to apply $75.9M of internal contributions to address a range of operational issues. IPART
has identified that $27.6M as an efficient use of funds.

In addition, as part of its assessment, Arup and HoustonKemp identified the potential need for an additional
$19.6 million in operating expenditure over the next five years to support customer outcomes, asset
condition, maintenance rates and service quality. Council acknowledges this advice and has reallocated
$48.3M being the balance of the internal contributions, to the following:

e $25M to address the maintenance backlog across treatment plants and pump stations
e $15M towards improving our approach to asset management
e $8.3M to address risks associated with PFAS

These contributions reflect Council’s willingness to use available internal funding sources, where
appropriate, to reduce price impacts for customers while maintaining service outcomes.

Council considers this approach to represent a balanced and responsible use of internal contributions,
supporting affordability in the near term whilst also addressing customer outcomes, asset condition,
maintenance rates and service quality.
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3.7 What would be the impact on service quality under our draft prices?

Council considers that, under IPART's draft prices, the level of allowable capital expenditure is not sufficient
to address the identified asset renewal requirements and associated risks over the 2026-31 determination
period, given the updated capital costs that have now become known. As outlined in this response,
constrained capital investment limits Council’s ability to stabilise asset condition and sustainably improve
service outcomes over the medium to long term.

Council notes and appreciates that, as part of the draft determination process, IPART has sought updated
and more mature capital cost information to reflect refined project scopes, delivery timing and current
market conditions. Council recognises that the consideration of this updated information is intended to
support a more accurate assessment of efficient expenditure and may result in changes between the draft
and final determination.

However, in the absence of recognition of these updated capital costs, Council does not consider that the
total allowable capital expenditure provided for in the draft determination is sufficient to meet renewal
needs, manage asset risk and deliver sustained service reliability for customers. Council therefore welcomes
IPART's continued testing of capital costs and looks forward to the final determination reflecting the most
up-to-date, evidence-based assessment of efficient and necessary capital investment.

As previously highlighted, the proposed changes in capital investment have minimal impact on pricing
given that it is recovered from the customer over the long term / life of the asset and aligns with the lower
bound recommended by Arup and HoustonKemp.

4. IPART Recommendations

4.1 That CCC Water continues to improve its strategic and project planning
(including the way it considers options, estimates costs, benefits and resources
needed to deliver each project and the way it prioritises projects) as well as its
management systems and approach to risk management.

Council accepts IPART's recommendation to continue strengthening its strategic and project planning,
management systems and approach to risk management. Since lodging its pricing submission, Council has
undertaken a detailed review of how projects are prioritised, planned and delivered, with a particular focus
on improving option selection, cost estimation, benefit realisation and resource planning.

Council is actively progressing the implementation of improvements identified by Arup and HoustonKemp

through the independent expenditure review. This includes reviewing and updating standard business
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processes to strengthen consistency, transparency and governance across the project lifecycle, from early
planning through to delivery and post-completion review.

Council continues to develop and enhance its cost database to support more robust project estimation and
forecasting at all stages of the project lifecycle. In addition, Council is reviewing its requirements for options
assessment during the planning phase to ensure:

e consistency in how options are identified and evaluated

e transparency in documenting options considered and excluded

e clearer articulation of the costs, benefits and risks associated with each option, including delivery
and resourcing implications.

These initiatives are intended to improve decision-making discipline, strengthen prioritisation across
competing investment needs, and enhance Council’s ability to demonstrate that projects are efficiently
scoped, appropriately sequenced and aligned to customer outcomes and regulatory expectations. Council
considers these actions essential to supporting the continued maturation of its asset planning and delivery
capability over the 2026-31 determination period and beyond.

Council is uplifting its longer-term outlook on programmed asset renewals and is reviewing and developing
strategies and delivery plans (which includes resource and risk management) into its asset class and
portfolio management programs. Since its submission to IPART Council has undertaken multiple detailed
condition assessments to assets across its network which will support improved long term portfolio
management of its capital delivery, resource management and asset renewal forecasts.

5. Definitions and Acronyms

Definition
Council Council refers to the organisation, not the elected body
Acronym Meaning
CCC Central Coast Council
CCC Water Central Coast Council Water and Sewer business
CHSTP Charmhaven Sewage Treatment Plant
DCCEEW Department of Climate Change, Energy, the Environment and Water
EPA Environment Protection Authority
IPART Independent Pricing and Regulatory Tribunal
kL Kilolitre
KSTP Kincumber Sewage Treatment Plant
Opex Operating Expenditure
Capex Capital Expenditure
PCMA Pressure Main Criticality Analysis
PFAS Per- and Polyfluoroalkyl Substances
WACC Weighted Average Cost of Capital
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