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Dear Mr Harmstorf
SUEZ WATER AND TREATMENT SOLUTIONS LICENCE APPLICATIONS

| refer to your letter dated 26 April 2016 regarding the application made by SUEZ Water and
Treatment Solutions (SUEZ) for a network operator’s licence and a retail supplier’s licence
for the Kooragang Industrial Water Scheme (KIWS) made under the Water Industry
Competition Act 2006.

Hunter Water has reviewed the material provided by SUEZ in the application form and
associated appendices. Hunter Water has no concerns with any of the information provided,
and fully supports the licensing applications as proposed.

Hunter Water currently owns the Kooragang Industrial Water Scheme including the Mayfield
West Advanced Water Treatment Plant (MWAWTP). Hunter Water has entered into an
Asset Sale and Purchase Agreement to transfer ownership and operation of the MWAWTP
and associated infrastructure to Kooragang Water Pty Ltd. Kooragang Water has contracted
SUEZ to operate and maintain the KIWS scheme.

The KIWS scheme comprises a section of pipeline that receives treated effluent from
Shortland WWTP, the MWAWTP and a pipeline that supplies the treated recycled water to a
large industrial customer at Kooragang Island (Orica). In addition, the scheme includes two
sections of pipeline to discharge trade waste to Hunter Water's sewer network.

Hunter Water and Kooragang Water are working to resolve a number of matters related to
the completion of the sale process. One of the final steps is the granting of a network
operator’s licence and a retail supplier’s licence for the KIWS scheme.

Hunter Water considers that the following matters are relevant to IPART's consideration of
the licence applications.

Hunter Water commissioned the MWAWTP in December 2014 and the plant has performed
in line with the design specification since that time. Veolia is currently operating the KIWS
scheme under contract to Hunter Water. The scheme is compliant with all licence
requirements including relevant EPA licences. Hunter Water notes that no new or additional
infrastructure is required for the scheme.

SUEZ states that it will continue to apply Hunter Water's Recycled Water Quality
Management Plan (RCWQMP) and associated procedures, at least for a transitional period




following the transfer of scheme ownership. Hunter Water's RWQMP addresses the 12
elements of the Australian Guidelines for Water Recycling. The Department of Health (NSW)
has reviewed and approved the Plan.

Upon completion of the Asset Sale and Purchase Agreement, Hunter Water and Kooragang
Water will have two ongoing agreements covering all operational and commercial matters
associated with the interconnection of infrastructure:

. Supply Agreement. a 30-year contract for the supply of up to 12.6 ML per day of
treated effluent from the Shortland WWTP to KIWS; and

o Sewer and Trade Waste Agreements: covering the discharge of plant waste products
into Hunter Water’s wastewater network.

There are three points of interconnection between Hunter Water infrastructure and the KIWS
scheme:

1. Atrade waste pipeline connected to Hunter Water's Burwood Beach WWTW
catchment to discharge brine from the reverse osmosis process.

2. Anpipeline connected to Hunter Water’s Shortland WWTW catchment for microfiltration
backwash water recycle.

3. A connection for the discharge of treated non-potable water to Shortland WWTW's
pipeline that discharges to the Hunter River in the event customers are not able
receive treated water or the non-potable water is not within the required quality
specification.

Hunter Water notes that the third interconnection, the MWAWTP Overflow Pipe connection
with the Shortland WWTP, is regulated through an Environment Protection Licence (EPL)
with the NSW EPA. Currently, potential discharges to the Hunter River from both the
Shortland WWTW and MWAWTP are covered by the same EPL. Hunter Water has applied
to the NSW EPA to vary the existing EPL to remove the MWAWTP and create a new
standalone EPL for the Mayfield AWTP. Once the new EPL is approved, SUEZ will apply to
transfer the standalone EPL for MWAWTP. This arrangement will come into effect once final
handover is complete.

Hunter Water currently has a ‘non-potable water agreement’ with Orica, which includes the
requirement to supply ‘back-up’ water in the event that non-potable water is not available.
This ensures a continuous supply of water for Orica’s chemical plant processes. The
novation of the agreement to Kooragang Water is a condition precedent for the sale. The
commercial consequence of this ‘back-up water’ requirement is that the customer contract
and customer interface for retail supply of potable water will be between Kooragang
Water/SUEZ and Orica. This necessitates a wholesale supply arrangement for Hunter Water
to supply potable water to Kooragang Water.

The Supply Agreement requires that Kooragang Water's customer contract with Orica to be
on substantially the same terms as the existing Hunter Water customer contract. Hunter
Water is working with both Kooragang Water and SUEZ to review its customer contract.

The KIWS scheme supplies non-potable water to one large industrial customer with the
potential to expand supply to other large users. Hunter Water notes that the retail supplier’s
licence application states that it is not intended that the KIWS facilities would be used to
supply small retail customers.

Hunter Water has been advised by both Kooragang Water and SUEZ that there has been
consultation with IPART both during and after the sale process in relation to this
arrangement and that IPART are still considering whether a retail supply licence is required.




In summary, Hunter Water conducted an exhaustive tender process for the sale of the KIWS
scheme. This included the full documentation of all relevant commercial, operational,
environmental and other legal requirements associated with the KIWS scheme.

Hunter Water considers that Kooragang Water and SUEZ are highly capable and financially
sound business entities. Hunter Water supports the granting of a network operator’s licence
and a retail supplier's licence for the KIWS scheme, consistent with the application made by

SUEZ.

Yours sincerel

JEREMY BATH
Interim Chief Executive Officer






