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Summary

Customers in NSW rely on safe and reliable water and wastewater services. Operating
licences outline the NSW Government’s expectations of publicly owned monopoly suppliers
of essential services such as Sydney Water Corporation (Sydney Water). The Independent
Pricing and Regulatory Tribunal of NSW (IPART) conducts annual licence audits to ensure
Sydney Water meets these expectations.

IPART has completed the third operational audit (the 2018 audit) of Sydney Water’s
compliance with the requirements of the Sydney Water Operating Licence 2015-2020 (the
licence). This audit covers the period from 1 July 2017 to 30 June 2018. We engaged specialist
auditing firm Viridis Consultants Pty Ltd, in partnership with Cobbitty Consulting Pty Ltd,
to undertake the audit. We have prepared this report to summarise our audit findings for the
Minister for Energy and Ultilities, the Hon. Don Harwin MLC.

Our findings

Sydney Water has shown an overall high level of compliance with its licence, as demonstrated
by the 2018 audit findings (see below).

Sydney Water’s audit grades for water quality have improved relative to last year. The quality
of water produced by Sydney Water continues to be of a high standard and meet public health
requirements. Our auditor identified minor shortcomings for drinking water quality, recycled
water quality, customers and consumers, and performance monitoring that require attention
from Sydney Water to ensure compliance is maintained. We identified no further action for
Sydney Water to address the non-compliance for pricing because the non-compliance has
been addressed during the audit period.

Sydney Water has made progress towards implementing the recommendations from previous
audits. In areas where we assigned less than full compliance, we have made
recommendations on how Sydney Water can improve and maintain compliance with its
licence.

Our recommendations

There were five clauses for which our auditor did not assign a Compliant gradel, we make
recommendations to Sydney Water for those clauses. Our recommendations are listed below.
Our auditor prepared a final report detailing its findings and recommendations
(Appendix C). We endorse all of our auditor’s findings.

1 Compliant grade does not include Compliant (minor shortcomings) grade.
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Recommendations to Sydney Water

Water quality — drinking water

1 By 30 June 2019, ensure reservoir roofs, in particular the Parklea drinking water
reservoir, have been inspected safely as per the reservoirs inspection schedule,
including with the required safety equipment and associated training. 14

2 By 30 June 2019, have processes in place to document target finish dates, priorities,
revised dates and reasons for delay in implementing improvement actions on drinking
water. 15

Water quality — recycled water

3 By 31 March 2019, test all main to meter pipes to prevent cross-connections prior to the
supply of recycled water from Sydney Water's main to any properties within Sydney
Water's dual reticulation schemes and establish a hold point prior to supply of recycled
water. 16

4 By 30 June 2019, have processes in place to document target finish dates, priorities,
revised dates and reasons for delay in implementing improvement actions on recycled
water product and recycled water schemes. 16

Customers and consumers

5 By 30 June 2019, update the pamphlet prepared under clause 5.2.1 to include or refer
to information regarding the ability for a customer to enter into agreements with Sydney
Water (separate to the Customer Contract) for the provision by Sydney Water of
services to the customer. 24

Performance monitoring

6 By 30 June 2019, review data extraction processes for reporting against the
Wastewater Overflow Standard to ensure an improvement in the reporting of the actual
number of events. 29

The Sydney Water Reporting Manual (Reporting Manual) requires Sydney Water to provide
a report on its progress in implementing these recommendations by 31 March 2019.

Overview of audit findings

The 2018 audit found that Sydney Water had a high level of compliance. This is the third
audit in the 5-year term of the licence. The audit identified one non-compliance.

In 2018, we audited 29 clauses of the Sydney Water licence and assigned:
v 24 clauses @ Compliant grade

v four clauses Compliant (minor shortcomings) grade, and

v one clause Non-compliant (non-material) grade.
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The compliance grades are explained in Appendix A. In summary we assigned:

v Compliant @ with all auditable requirements relating to:

licence and licence authorisation (clauses 1.6.1 and 1.6.2)

water quality (clauses 2.1.1, 2.2.1 and 2.3.1)

water quantity (clauses 3.1.1, 3.2.6 and 3.2.7)

assets (clauses 4.1.1,4.1.5,4.2.1,4.2.2 and 4.2.3)

customers and consumers (clauses 5.2.3,5.4.1,5.5.1,5.5.2,5.5.3,5.5.4, 5.5.5 and 5.8)
quality management (clauses 7.1.2 and 7.1.3), and

memorandum of understanding (clause 9.4.2).

v Compliant (minor shortcomings)  with requirements for:

water quality relating to drinking water (clause 2.1.2) and relating to recycled
water (clause 2.2.2)

customers and consumers relating to providing information (clause 5.2.1), and

performance monitoring relating to performance indicators and system
performance standards (clause 8.4.1).

v Non-compliant (non-material) %" with requirements for licence and licence authorisation
relating to pricing (clause 1.9.1). This non-compliance was self-reported by Sydney Water
and confirmed by the audit.

Sydney Water’s compliance is summarised in Table 1 below.

Table 1

Sydney Water’'s compliance in 2018, the third year of its 2015-2020 licence

Licence part

Number of Compliance grade assigned
audited

clauses c 0

Part 1 — Licence and licence 3 2 - 1 - -
authorisation
Part 2 — Water quality 5 3 2 - - -
Part 3 — Water quantity 3 3 - - - -
Part 4 — Assets 5 5 - - - -
Part 5 — Customers and consumers 9 8 1 - - -
Part 6 — Environment - - - - - -
Part 7 — Quality Management 2 2 - - - -
Part 8 — Performance monitoring 1 - 1 - - -
Part 9 — Memorandum of 1 1 - - - -
understanding

Total 29 24 4 1 - -

Note: Q = Compliant; = Compliant (minor shortcomings); = Non-Compliant (non-material);
= Non-Compliant (material); . = Not Requirement.

Source: Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
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Annual statement of compliance

In preparing this report we have also reviewed Sydney Water’s annual Statement of
Compliance (Appendix D). This is an exception-based report? certified by the Managing
Director and the Chairman of the Board of Directors of Sydney Water. It lists any licence non-
compliances that occurred during the year. Any remedial action taken, or in the process of
being taken, by Sydney Water is also reported. This year Sydney Water reported one non-
compliance with its licence in relation to the pricing clause.

Progress with previous recommendations

Finally, we note that Sydney Water completed six out of eight relevant outstanding
recommendations from previous operating audits (see Chapter 3). Two recommendations are
continuing;:

v Recommendation 2016-17-5 was partially completed. Our auditor noted that the
iterative consultation with NSW Health had not been completed, and revised materials
should be finalised within 12 months.

v Recommendation 2016-17-6 is continuing as this recommendation is due in June 2019.
We will monitor and report on progress against each of these continuing
recommendations during future audits.

Our audit approach

We do not audit every licence clause each year, instead we adopt a risk-based audit approach.
This means, we audit ‘high risk” clauses more frequently and ‘low risk’ clauses less frequently.
Audits are conducted in accordance with our Audit Guideline — Public Water Utilities (Audit
Guideline) which is available on our website. In our 2018 review of the Audit Guideline we
changed the audit grades.

2 This means reporting only on those clauses where Sydney Water considers it is non-compliant.
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1 Introduction and scope

Sydney Water Corporation (Sydney Water) is owned by the NSW Government. Sydney
Water’s principal functions are to provide water, sewerage and stormwater services and
dispose of wastewater in its area of operations.

These roles and responsibilities, as well as Sydney Water’s objectives, are prescribed by the
State Owned Corporations Act 1989 (NSW), the Sydney Water Act 1994 (NSW) (the Act) and the
licence issued to Sydney Water under Part 5, Section 12 of the Act.

We have completed the 2018 audit of Sydney Water’s compliance with the obligations
imposed on it by its licence for the period 1 July 2017 to 30 June 2018. We did this by reviewing
Sydney Water’s reports, undertaking and attending audit interviews with Sydney Water staff,
and undertaking field verification. We then report our findings to the Minister for Energy
and Utilities.

We took a risk-based approach to determine the scope of the Sydney Water audit, and an
evidence-based approach to the audit. We also assessed compliance by reviewing an annual
Statement of Compliance prepared and certified by Sydney Water (Appendix D). This is an
exception-based report listing any licence non-compliances and what remedial action has
been taken, or is being taken, to resolve any reported non-compliances.

1.1 Purpose and structure of this report

This report informs the Minister for Energy and Ultilities of Sydney Water’s performance
against its audited licence obligations for the audit period and sets out recommendations in
response to these findings.

v This chapter (Chapter 1) explains the scope of the audit review and the process followed
in undertaking the audit.

v Chapter 2 presents our audit findings and recommendations.

v Chapter 3 summarises the progress by Sydney Water to address and implement
recommendations from previous audits.

v Appendix A explains the compliance grades used for the audit.
v Appendix B explains the scope of the 2018 audit in detail.
v Appendix C contains the auditor’s audit report.

v Appendix D contains Sydney Water’s annual Statement of Compliance.

Sydney Water Corporation Operational Audit 2018 IPART
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1.2 Audit scope

The 2018 audit covers the period from 1 July 2017 to 30 June 2018.

The audit scope for this year included obligations relating to:

v Licence and licence authorisation (Part 1) - requirements relating to connections of
services and pricing.

v Water quality (Part 2) - requirements relating to drinking water, recycled water and the
Fluoridation Code.

v Water quantity (Part 3) - requirements relating to roles and responsibilities protocol and
economic level of water conservation.

v Assets (Part 4) - requirements relating to asset management system and systems
performance standards.

v Customer and consumers (Part 5) - requirements relating to providing information,
assistance options for payment difficulties and actions for non-payments, Customer
Council and Customer Council Charter and code of conduct.

v  Quality management (Part 7) - requirements relating to the -certification and
implementation of a quality management system consistent with AS/NZS ISO 9001: 2008.

v Performance monitoring (Part 8) - requirements relating to performance indicators and
system performance standards.

¥ Memorandum of understating (Part 9) - requirements relating to maintaining
memorandum of understanding with Fire and Rescue NSW.

No clauses from Part 6 (Environment), Part 10 (End of term review), Part 11 (Notices) and Part
12 (Definitions and interpretations) were audited this year, following the risk-based approach
used in the auditing program.

We consulted with Department of Planning and Environment (DPE), NSW Health, NSW
Environment Protection Authority (EPA), Department of Industry - Water (Dol - Water) and
Fire and Rescue NSW and sought public submissions in determining the scope of the audit.
The audit scope is provided in Appendix B. All submissions from stakeholder agencies
indicated stakeholders were generally satisfied that Sydney Water had met its obligations
under the licence relevant to their portfolio.

DPE, that is responsible for implementing the Metropolitan Water Plan3, confirmed that a
formal protocol was not required for licence clause 3.1.1 and as a result we did not include the
clause in the audit scope.4 Instead, we audited this clause ourselves.

This year, NSW Health identified the following areas of interest> where we included specific
instructions to the auditor to assess during the audit:

v Cross-connection identification and management (considered in the audit of licence clause
222).

3 Available at: https://www.metrowater.nsw.gov.au/2017-metropolitan-water-plan

4 Email to IPART, Director of Water and Utilities, Division of Energy, Water and Portfolio Strategy, DPE, 13
August 2018.

5 Letter, Deputy Secretary Population and Public Health and Chief Health Officer, NSW Health, 17 August 2018.

IPART Sydney Water Corporation Operational Audit 2018



v Spare parts management program and hazard identification for cross contamination risk
between sewage and drinking water shared spare parts (considered in the audit of licence
clause 4.1.5).

v Updates on progress of previous audit recommendations for fluoridation of water
supplies and various recycled water management actions that required consultation with
NSW Health (considered in audit of clause 2.3.1).

We did not change the audit scope after receiving comments from other stakeholders. EPA
considered that its Memorandum of Understanding with Sydney Water is performing
satisfactorily as a sound basis for understanding and managing the relationship between
Sydney Water and the EPA.6 Dol-Water noted that Sydney Water had demonstrated
compliance with the conditions imposed on its access licence and approvals under the Water
Management Act 2000.7 The response from Fire and Rescue NSW was combined with the NSW
Government’s Sydney Water licence review submission and stated that having a
Memorandum of Understanding with Sydney Water has strengthened and improved the
relationship between Sydney Water and Fire and Rescue NSW.8 It did not identify any
concerns with Sydney Water’s performance on the Memorandum of Understanding.

We sought submissions from the public on matters related to the licence prior to the audit
interviews. We advertised for public submissions in the Sydney Morning Herald, Daily
Telegraph, and Newcastle Herald on 25 July 2018 and The Land on 26 July 2018. We received no
public submissions.

1.3 The audit process

We assess the risk of non-compliance with a licence obligation to determine an appropriate
audit frequency for that requirement. We audit all requirements of the licence at least once
during the 5-year term of the licence.

In developing our 5-year audit programs and annual audit scopes we apply IPART’s
Compliance and Enforcement Policy, December 2017. This policy sets out our risk-based
regulatory model. Under this policy, we could:

v focus on allocating resources to areas of higher risk

v increase our efficiency, and

v tailor our enforcement response.

We base our risk-based approach on evaluating the risk that each part of our regulatory
function aims to reduce. We evaluate the risk by considering the likelihood of harm occurring
in the absence of our regulatory controls and the potential consequence of that harm. We then

consider how likely it is that a regulated entity will not properly implement a regulatory
control.

6  Letter, Regional Manager Operations, Metropolitan Infrastructure, NSW EPA, 10 August 2018.
7 Letter, Deputy Secretary Lands and Water, Dol-Water, 24 August 2018.
8  NSW Government (Fire and Rescue NSW) Submission to IPART Issues paper, September 2018, p 24.

Sydney Water Corporation Operational Audit 2018 IPART
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We identify and document historical, current and emerging risks. This allows allocation of
resources in proportion to the risk and complexity of regulated entities and behaviours.

We engaged Viridis Consultants Pty Ltd, in partnership with Cobbitty Consulting Pty Ltd, to
undertake the 2018 audit of Sydney Water. We required the auditor to undertake the
following tasks:

1.  Receive stakeholder submissions and comments for inclusion in the audit scope.

2. Prepare an information request (questionnaire) setting out all the requirements for
information and evidence, at least two weeks prior to the commencement of audit
interviews.

3. Review reports and documents provided by Sydney Water in response to the
questionnaire.

4. Conduct interviews with Sydney Water staff at its offices.

5. Conduct field verification and assess the implementation of Sydney Water’s systems

and procedures.

6.  Assess the level of compliance (according to our compliance grades) Sydney Water
achieved for each of the identified obligations of the licence and provide supporting
evidence for this assessment (Appendix A).

7. Assess and report on progress by Sydney Water in addressing any comments made by
the relevant Minister and/or our recommendations from previous audits, providing
supporting evidence for these assessments.

8.  Verify the calculation of performance indicators associated with requirements of the
relevant licence and assess trends in performance arising from these indicators.

9. Provide drafts of the audit report and address our comments and comments from
Sydney Water regarding draft audit findings.

10.  Prepare a final report outlining audit findings (Appendix C).

Our auditor adopted a methodology consistent with ISO 19011:2014 Guidelines for Auditing
Management Systems. This guideline defines the requirements of an audit, ensuring that it is
conducted in accordance with an established and recognised audit protocol. Where
appropriate, the auditor also sought guidance from AS/NZS ISO 9001:2016 Quality
management systems — Requirements, New South Wales Code of Practice for Fluoridation of Public
Water Supplies (2018) and the International Standard ISO 55001:2014 Asset management system
- Requirements.

Our auditor also carried out the audit according to our Audit Guideline - Public Water Utilities,
June 2018.9 Under this guideline, the auditor can make recommendations or suggest
opportunities for improvement.

Where we support an auditor’s recommendation, we make our recommendations based on
the auditor’s recommendation. Where the auditor suggested opportunities for improvement,
Sydney Water can decide whether to implement these suggestions. This approach should

9 Available on our website (www.ipart.nsw.gov.au). The latest version of the Audit Guidelines was released in
September 2018.
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balance improved performance with the investment required to achieve it. That is, we want
Sydney Water to first consider the pricing implications and value for money of continued
improvement. As a consequence, while we encourage Sydney Water to consider the auditor’s
suggestions, we do not follow these up.

We held a project start-up meeting with the auditor on 19 July 2018 to agree on the project
milestones, audit timing, and outline our expectations. We also held an audit inception
meeting with Sydney Water and the auditor on the first day of the audit interviews, on
19 September 2018. At this meeting, expectations and protocols for the conduct of the audit
were agreed. All parties adhered to the agreed protocols throughout the audit.

Our auditor conducted audit interviews from 19 to 21 September 2018 at Sydney Water’s
office in Parramatta. On 20 September 2018, the auditor also undertook a site visit to the
following locations:

v Cascade Water Filtration Plant
v Parklea Drinking Water and Recycled Water Reservoirs, re-chlorination station, and

v Rouse Hill Water Recycling Plant and network.

Our auditor assessed Sydney Water’s compliance with the relevant requirements of the
licence as per the compliance grades outlined in Appendix A.

Sydney Water Corporation Operational Audit 2018 IPART
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2  Audit findings and recommendations

This chapter provides a summary of our audit findings and recommendations for each of the
audited clauses of the licence. The 2018 audit is the third audit of the licence.

Each section includes a table providing a comparison of Sydney Water’s audit performance
during the licence period. Appendix A contains the current audit grades that we used for the
2018 audit. It also contains the audit grades from the previous Audit Guideline for Public Water
Utilities - May 2016 that we used for the first and second year of the licence period.

Following each table, we discuss the reasoning for the grade. We also discuss any
recommendations and opportunities for improvement.
2.1 Licence and licence authorisation

Our auditor assigned Sydney Water Compliant grades for clauses 1.6.1 and 1.6.2, and a Non-
compliant (non-material) grade for clause 1.9.1. We agree with these audit grades.

Part 1 of the licence (Licence and licence authorisation) outlines what Sydney Water is
authorised to do under the licence, its obligations regarding its stormwater drainage systems,
the term of the licence and its obligations regarding the connection of services and pricing
matters.

Table 2.1 Compliance with Part 1 of the licence — Licence and licence authorisation

Clause Requirement Compliance grading

1 Licence and licence 2015-162 2016-172 2017-18° 2018-19 2019-20
authorisation

1.6.1 Connection of servicesto - -
any Property situated in the

Area of Operations

1.6.2 Connection of services is - -
subject to conditions to
ensure the safe, reliable
and financially viable
supply
1.9.1 Pricing NC NC

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister - Compliance Report, 21 December 2017.
b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
Note: NC = Non-compliance

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.
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Compliant (clause 1.6.1) with connection of services within area of operations

Our auditor assigned Sydney Water a Compliant grade for clause 1.6.1, which required
Sydney Water to ensure services are available on request for connection to any property
situated within the area of operations. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that it has arrangements in place to assess
applications and provide drinking water and wastewater services to properties within the
area of operations. There were cases where Sydney Water was unable to provide services
(within a reasonable time) due to the property being located beyond the limits of the water
supply or wastewater network or there being insufficient system capacity.

The definition of property for the purposes of the licence is limited (amongst other criteria) to
property which:

...Is connected to, or for which connection is available to Sydney Water's water supply system or
the sewerage system...

On this basis, the auditor assessed that Sydney Water is able to ensure that drinking water
and wastewater services are available for connection to any property situated within the area
of operation upon request.

Our auditor identified no recommendation or opportunities for improvement.

Compliant (clause 1.6.2) with conditions relating to connection of services

Our auditor assigned Sydney Water a Compliant grade for clause 1.6.2, which required
Sydney Water to provide services subject to conditions to ensure the safe, reliable and
financially viable supply of services. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that connections to its water supply and
sewerage systems are subject to conditions, which principally relate to compliance with
industry standards and existing legislation. All connections are subject to provisions of the
Customer Contract and any additional service agreements.

Our auditor identified no recommendation or opportunities for improvement.

Non-compliant (non-material) (clause 1.9.1) with setting fees and charges

Our auditor assigned Sydney Water a Non-compliant (non-material) grade for clause 1.9.1,
which required Sydney Water to set the level of fees, charges, and other amounts payable for
its services subject to the terms of the licence, the Act and the maximum prices and
methodologies for fixing maximum prices determined from time to time by IPART under the
IPART Act. We agree with this audit grade.

Our auditor noted that Sydney Water self-reported a non-compliance with this clause last year
and again this year as the non-compliance had not been fully addressed before the end of the
audit period. In its Statement of Compliance, Sydney Water advised that from 1 July 2012
until 31 October 2017 its commercial trade waste customers have been charged an incorrect

Sydney Water Corporation Operational Audit 2018 IPART
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(lower) price for substance charges than the determined price. Under section 18 of the IPART
Act, Sydney Water is only able to levy a charge that is lower than a determined priced with
the approval of the Treasurer.

Sydney Water noted that the non-compliance arose due to the unit price for substances
charges being truncated into the billing system, which was configured to two decimal places
with prices set prior to 2012. In the absence of the Treasurer’s approval this constitutes a non-
compliance.

Our auditor noted that the non-compliance, which was the subject of a previous audit
recommendation (2016-17-1), was addressed after the first quarter billing in 2017-18, and that
a sampling of customer bills issued in the audit period confirmed that Sydney Water
calculated in accordance with the relevant IPART Determination and correct prices have been
applied. Sydney Water reported in its Statement of Compliance that the total amount under-
recovered in the 2012 to 2018 period was $224,810. Given that the non-compliance resulted in
undercharging of customers, it impacted Sydney Water’s financial objectives but did not
result in any impact on Sydney Water’s objectives in respect of public health or the
environment. On this basis, the auditor considered the non-compliance to have been non-
material during the audit period.

We make no recommendation in relation to clause 1.9.1 since the non-compliance has already
been addressed in the audit period.

Our auditor identified one opportunity for improvement for clause 1.9.1. This improvement
relates to clarifying reporting in pricing reports. Further details of the opportunity for
improvement are available in the auditor’s report in Appendix C.

2.2 Water quality

Our auditor assigned Sydney Water Compliant grades for clauses 2.1.1, 2.2.1 and 2.3.1, and
Compliant (minor shortcomings) grades for clauses 2.1.2 and 2.2.2. We agree with these audit
grades.

Part 2 of the licence (Water Quality) requires Sydney Water to maintain and implement water
quality management systems that are consistent with the Australian Drinking Water Guidelines
(ADWG) and Australian Guidelines for Water Recycling (AGWR), to the satisfaction of NSW
Health. It also requires Sydney Water to comply with the NSW Code of practice for fluoridation
of public water supplies (Fluoridation Code).

IPART Sydney Water Corporation Operational Audit 2018



Table 2.2 Compliance with Part 2 of the licence — Water Quality

Clause Requirement Compliance grading
2 Water quality 2015-162 2016-172 2017-18> 2018-19 2019-20
211 Drinking water quality Full High

management system —

consistent with ADWG

2.1.2 Drinking water quality Full High
management system -
implementation

2.2.1 Recycled water quality Full High
management system
consistent with AGWR

2.2.2 Recycled water quality High Adeq
management system -
implementation

23.1 Compliance with - Adeq
Fluoridation Code

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017, Erratum
issued on 8 February 2018.

b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
Note: Full = Full Compliance; High = High Compliance; Adeq = Adequate Compliance

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

Compliant (clause 2.1.1) with maintaining a drinking water quality management
system

Our auditor assigned Sydney Water a Compliant grade for clause 2.1.1, which required
Sydney Water to maintain a drinking water quality management system that is consistent
with the ADWG, except to the extent that NSW Health specifies otherwise. We agree with
this audit grade.

Our auditor assessed consistency with each of the 12 elements of the ADWG. The auditor
noted that Sydney Water’s Drinking Water Quality Management System (DWQMS) addresses
each of the elements and is consistent with the ADWG. Sydney Water also communicates
regularly with NSW Health to maintain the DWQMS to NSW Health’s satisfaction.

Our auditor noted that Sydney Water has a Drinking Water Management Manual that
describes Sydney Water’s approach to managing drinking water quality in a manner that is
consistent with the framework prescribed by the ADWG. The DWQMS overall is
underpinned by a number of key supporting documents, processes and procedures to fully
define drinking water management practices undertaken by Sydney Water.

Incident management (Element 6) is a key component of maintaining a DWQMS. Sydney
Water updated its incident management procedure that followed its new business resilience
framework. The auditor noted the updated incident management procedure has mandatory
requirements for incident prevention, including Threat and Vulnerability analysis, Business
Impact Assessment, Risk Assessment and the identification of critical customers. Sydney
Water participated in a joint exercise with NSW Health and WaterNSW during the audit
period that tested communication between the organisations. NSW Health confirmed it has

Sydney Water Corporation Operational Audit 2018 IPART
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engaged with Sydney Water to help ensure appropriate communication and incident
management protocols are maintained and understood by all staff.

Even though the auditor has assigned Sydney Water a Compliant grade for clause 2.1.1, the
auditor identified six opportunities for improvement. These improvements are related to
strengthening the DWQMS with enhanced risk identification and capture, continuing to
develop scheme level drinking water quality management plans, strengthening procedures
for each activity from catchment to consumer, finalising incident management gap analysis,
and ensuring staff has and maintain the training requirements. Further details of the
opportunities for improvement are available in the auditor’s report in Appendix C.

Compliant (minor shortcomings) (clause 2.1.2) with implementing a drinking water
management system

Our auditor assigned Sydney Water a Compliant (minor shortcomings) grade for clause 2.1.2,
which required Sydney Water to fully implement and carry out all relevant activities in
accordance with the drinking water quality management system, and to the satisfaction of
NSW Health. We agree with this audit grade.

Our auditor noted that the DWQMS is being largely implemented based on reviewing
relevant samples across the 12 elements and observations during site visits. These minor
shortcomings did not impact on product delivery or public health.

Our auditor identified minor shortcomings in relation to preventive measures for drinking
water quality management (Element 3) and review and continual improvement (Element 12).

In particular, the auditor found that:

v For Element 3, inspection for the Parklea drinking water reservoir was only done from
ground level and the reservoir roof was not inspected for more than 12 months. Sydney
Water had not completed the installation of the required safety equipment and not
provided associated training to complete roof inspections. Roof inspections are important
for maintaining distribution system integrity and water quality.

v For Element 12, some high priority drinking water operational improvement actions had
not been completed within the target dates and no revised dates were identified, such as
the Nepean Clearwater pump 2 overhaul had a target date of January 2018 and a high
priority in the Produce Management Improvement Register, but the task was not
completed by that date.

We make two recommendations in relation to clause2.1.2, based on the auditor’s
recommendations?0.

Recommendations to Sydney Water

1 By 30 June 2019, ensure reservoir roofs, in particular the Parklea drinking water reservoir,
have been inspected safely as per the reservoirs inspection schedule, including with the
required safety equipment and associated training.

10 Further details of the auditor's recommendations are available in the auditor’s report in Appendix C.
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2 By 30 June 2019, have processes in place to document target finish dates, priorities, revised
dates and reasons for delay in implementing improvement actions on drinking water.

Our auditor identified one opportunity for improvement for clause 2.1.2. This improvement
is related to making critical control point alert levels viewable on the supervisory control
screens. Further details of the opportunity for improvement are available in the auditor’s
report in Appendix C.

Compliant (clause 2.2.1) with maintaining a recycled water quality management
system

Our auditor assigned Sydney Water a Compliant grade for clause 2.2.1, which required
Sydney Water to maintain a Management System that is consistent with the AGWR, except to
the extent that NSW Health specifies otherwise. We agree with this audit grade.

Our auditor noted that Sydney Water’s Recycled Water Management Manual (RWMM) and
Recycled Water Quality Management Plans (RWQMPs) cover the requirements of the AGWR
adequately. Together the RWMM, scheme specific RWQMPs and a number of companion
documents, constitute a comprehensive Recycled Water Quality Management System
(RWQMS) package that closely follows the structure and content of the 12 elements of the
AGWR. The auditor noted that NSW Health indicated that Sydney Water has effectively
managed incidents over the audit period.

Our auditor noted that the risk assessments have been undertaken using the corporate risk
management framework which allows for risks to be escalated and be comparable across the
business. This ensures that significant risks are given the priority they require. The auditor
made no recommendations but identified seven opportunities for improvement for the risk
assessment process that would assist the subsequent implementation of the RWQMS.

These improvements are related to clarifying operator’s roles and responsibilities at handover
points on flow diagrams, strengthening the evidence available for use in risk assessments, and
distinguishing between consequences of biological and chemical consequences in risk
assessments. The auditor also suggested improvements in clarifying why verification
monitoring is split into compliance and operational monitoring, calculating sodium
absorption ratio in recycled water for irrigation end use risk assessments, ensuring gap
analysis for the incident management procedure is finalised, and developing an improved
training needs matrix. Further details of the opportunities for improvement are available in
the auditor’s report in Appendix C.

Compliant (minor shortcomings) (clause 2.2.2) with implementing a recycled water
guality management system

Our auditor assigned Sydney Water a Compliant (minor shortcomings) grade for clause 2.2.2,
which required Sydney Water to ensure the RWQMS is fully implemented and that all
relevant activities are carried out in accordance with the RWQMS, and to the satisfaction of
NSW Health. We agree with this audit grade.

Sydney Water Corporation Operational Audit 2018 IPART
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Our auditor noted that in general Sydney Water has good systems in place and manages
recycled water schemes well. The minor shortcomings relate to preventative measures for
recycled water management (Element3) and review and continuous improvement
(Element 12) of the AGWR framework. In particular, the auditor found that:

v For Element 3, Sydney Water had a delay in implementing the preventative measure of
cross-connections in the network. The preventative measure required flow testing and
inspecting all properties prior to installation of the recycled water flow meter. Sydney
Water had a backlog of inspections for over two years. In clearing the backlog, a cross-
connection was found that identified a residential property had been supplied with
recycled water instead of drinking water for over two years. The incident report stated
that the residents had no noticeable health issues and were given contact details for NSW
Health as per NSW Health’s requirements.

v For Element 12, the improvement plans for recycled water did not appear to be actively
maintained and there were a number of action items that have exceeded their due date.
These action items had no priority ranking, no revised due date or explanation for the
delay. It is possible that priority issues could be missed with the current system.

In the implementation of RWQMS for dual reticulation schemes, it is inevitable that cross-
connections with drinking water will occur. There are a number of barriers and preventive
measures that are now in place to manage this issue. The main control is the high treatment
standard that is required for the supplied water. The auditor noted that although cross-
connections were identified, it did not exceed the anticipated level of exposure as specified in
the AGWR.

Our auditor noted that at the Rouse Hill scheme the quality of water is good and the plant is
well maintained. However, control measures must be implemented as specified in the site
specific RWQMP and the auditor recommended the identification of an appropriate hold
point for network flow testing prior to supply of recycled water.

On balance, we agree with the overall grade of Compliant (minor shortcomings) for this clause
as the delay in flow testing and inspection was mitigated by other preventive measures, such
as the appropriate treatment level of recycled water. Having considered the auditor’s finding,
if applying an element-by-element approach, we would have assigned a Non-compliant (non-
material) grade for Element 3 for the delay in flow testing and inspecting all properties prior
to installation of the recycled water flow meters and compliant grades for all other elements.

We make two recommendations in relation to clause2.2.2, based on the auditor’s
recommendations1l.

Recommendations to Sydney Water

3 By 31 March 2019, test all main to meter pipes to prevent cross-connections prior to the supply
of recycled water from Sydney Water's main to any properties within Sydney Water's dual
reticulation schemes and establish a hold point prior to supply of recycled water.

4 By 30 June 2019, have processes in place to document target finish dates, priorities, revised
dates and reasons for delay in implementing improvement actions on recycled water product
and recycled water schemes.

11 Further details of the auditor's recommendations are available in the auditor’s report in Appendix C.
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Our auditor identified six opportunities to improve clause 2.2.2. These improvements are
related to Sydney Water identifying and documenting triggers for risk register review outside
the scheduled 4-year period, specifying time delays in critical and operational control limits
in online monitoring, clarifying UV validation envelope, improving documentation of
recycled water cross-connection complaints, expanding the quality performance indicators
used to inform the RWQMP review process, and ensuring relevant guidelines are followed
when making pathogen reduction claims. Further details of the opportunities for
improvement are available in the auditor’s report in Appendix C.

Compliant (clause 2.3.1) with the Fluoridation Code

Our auditor assigned Sydney Water a Compliant grade for clause 2.3.1, which required
Sydney Water to comply with the Fluoridation Code. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated compliance with the Fluoridation Code12
from the evidence provided and sighted, and observations during the site visit to Cascade
Water Filtration Plant. Compliance with relevant aspects of the Fluoridation Code were
considered and work done by Sydney Water to address and close out previous
recommendation (see Chapter 3).

Our auditor noted that Sydney Water has implemented changes relating to requirements for
design controls for fluoridation facilities identified in the last operational audit. Sydney Water
maintains regular communications with NSW Health on levels of fluoride in the drinking
water through regular performance reporting of critical control points, operational targets and
routine performance. Exceptions reports are also provided to NSW Health if required. A
fluoride overdose plan was prepared in consultation with NSW Health, and training sessions
provided for all fluoride plant operators.

Our auditor identified no recommendations or opportunities for improvement.

2.3 Water quantity

We audited clause 3.1.1 and assigned a Compliant grade. Our auditor assigned Sydney Water
Compliant grades for clauses 3.2.6 and 3.2.7. We agree with auditor’s assigned grades.

Part3 of the licence (Water Quantity) outlines Sydney Water's water security and
conservation obligations. It obliges Sydney Water to use its best endeavours to develop a roles
and responsibilities protocol with the Metropolitan Water Directorate (MWD) for the
development and implementation of the Metropolitan Water Plan and also required the
implementation and reporting on the economic level of water conservation (ELWC).

12 The Fluoridation Code (2011) was revised during the audit period (April 2018). For auditing purpose, the new
version of the code is not materially different from the previous version.
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Table 2.3 Compliance with Part 3 of the licence — Water Quantity

Clause Requirement Compliance grading
3 Water quantity 2015-162 2016-172 2017-18> 2018-19 2019-20
3.1.1 Roles and responsibilities - Full

protocol with the

Metropolitan Water
Directorate

3.2.6 Water conservation - -
program consistent with
economic level of

conservation methodology
(ELWC)

3.2.7 Reporting on water - -
conservation in accordance

with the Reporting Manual

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017.
Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
Note: Full = Full Compliance

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

Compliant (clause 3.1.1) with using best endeavours to develop aroles and
responsibilities protocol with DPE

We audited clause 3.1.1 ourselves and assigned a Compliant grade.

The licence requires Sydney Water to use its best endeavours to develop and maintain a Roles
and Responsibilities Protocol with the MWD for the development and implementation of the
Metropolitan Water Plan.13 DPE now has the responsibility of the MWD. As noted in our
2016-17 audit report, Sydney Water has formed a cooperative relationship with DPE in the
absence of a signed protocol. DPE confirmed that a formal protocol was not required.14 We
have therefore concluded that Sydney Water used its best endeavours to develop the protocol
as required by the licence clause despite DPE no longer requiring the protocol.

We identified no recommendations or opportunities for improvement.

Compliant (clause 3.2.6) with developing a water conservation plan

Our auditor assigned Sydney Water a Compliant grade for clause 3.2.6, which required
Sydney Water to develop a water conservation program, by 1 September 2017, consistent with
its ELWC and in accordance with the methodology previously approved by IPART. We agree
with this audit grade.

Our auditor noted that Sydney Water demonstrated that it had developed a Water
Conservation Plan consistent with the approved ELWC. The Plan is documented in the Water
Conservation Report 2016-2017, which also details how the ELWC was applied, a description of

13 2017 Metropolitan Water Plan available at: https://www.metrowater.nsw.gov.au/2017-metropolitan-water-plan
14 Email to IPART, Director Water and Utilities, Division of Energy, Water and Portfolio Strategy, Department of
Planning and Environment, 13 August 2018.
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the planned projects and an estimate of the expected water savings (based on the current value
of water).

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 3.2.7) with reporting on water conservation

Our auditor assigned Sydney Water a Compliant grade for clause 3.2.7, which required
Sydney Water to report to IPART, in accordance with the Reporting Manualls, on water
conservation. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that it had reported to IPART with
respect to water conservation (Water Conservation Report) during the audit period as
required by the Reporting Manual. Review of the 2016-17 and 2017-18 water conservation
reports16 confirmed that Sydney Water addressed each reporting requirement to the extent
applicable and that the report was submitted in accordance with the specified timeline.

Our auditor identified no recommendations or opportunities for improvement.

2.4 Assets

Our auditor assigned Sydney Water Compliant grades for clauses 4.1.1, 4.1.5,4.2.1, 4.2.2, and
4.2.3. We agree with these audit grades.

Part 4 of the licence (Assets) outlines the obligation for Sydney Water to develop an Asset
Management System (AMS) that is consistent with the International Standard ISO 55001:2014
Asset Management System — Requirements (ISO 55001) by 30 June 2018. Until the AMS has been
developed and certified, Sydney Water must continue to maintain and implement the current
Asset Management Framework. It also specifies the system performance standards for water
pressure, water continuity and wastewater overflows that Sydney Water must comply with
in a financial year.

15 Sydney Water Reporting Manual, August 2017, revised in July 2018 with amended performance indicators.
16 These two water conservation reports are both relevant to the audit period because these reports were
completed on 1 September each year as required by the Sydney Water Reporting Manual.
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Table 2.4 Compliance with Part 4 of the licence — Assets

Clause Requirement Compliance grading
4 Assets 2015-162 2016-172 2017-18> 2018-19 2019-20
41.1 Develop an AMS - Full o
4.1.5 Maintenance of current Full Full
AMS
42.1 Water pressure standard - Full o
4.2.2 Water continuity standard - Full o
423 Wastewater overflow - Full
standard

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017.
b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
Note: Full = Full Compliance

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

Compliant (clause 4.1.1) with development of an asset management system

Our auditor assigned Sydney Water a Compliant grade for clause 4.1.1, which required
Sydney Water to develop an AMS that is consistent with ISO 55001 by 30 June 2018. We agree
with this audit grade.

Our auditor noted that Sydney Water demonstrated it has developed its AMS such that it is
consistent with the requirements of ISO 55001. The AMS, which encompasses a portfolio of
processes and supporting documentation, effectively details the manner in which
Sydney Water manages its asset management activities in accordance with its Strategic Asset
Management Plan, under the umbrella of its adopted Asset Management Framework. The
Asset Management Framework is consistent with international asset management practice,
thereby demonstrating compliance with this licence clause.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 4.1.5) with maintenance and implementation of current asset
management framework

Our auditor assigned Sydney Water a Compliant grade for clause 4.1.5, which required
Sydney Water to maintain and implement the current asset management framework while
transitioning to the AMS. Sydney Water may only make changes to the Asset Management
Framework?7? that will assist in the transition of the Asset Management Framework to the
AMS. Sydney Water must notify IPART, in accordance with the Reporting Manual, of any
significant changes that it proposes to make to the Asset Management Framework. We agree
with this audit grade.

17 Asset Management Framework is the asset management framework that Sydney Water was required to
maintain and implement under the licence that was immediate predecessor to the existing licence.
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Our auditor noted that Sydney Water has continued to maintain the Asset Management
Framework whilst it has developed and transitioned to an AMS consistent with ISO 55001.
Any changes to Sydney Water’s approach to the management of its assets has been the result
of continual improvement and refinement of its system as it has transitioned to be consistent
with the requirements of ISO 55001. There have been no significant changes that warranted
specific notification to IPART.

Our auditor observed that during both the audit interviews and field verification visits,
Sydney Water has continued to implement sound asset management practices consistent with
the arrangements detailed in the Asset Management Framework. Our auditor noted that field
staff, principally members of the reliability, operability and maintenance team, demonstrated
a high level of ownership and pride in their work and it was apparent that they have a clear,
well-founded understanding of their roles and responsibilities and effectively fulfil their asset
management role.

In response to NSW Health’s submission about spare parts management, we asked the auditor
to consider this matter. The auditor noted that operational and maintenance personnel are
sufficiently aware of the identification of potential risks to water quality arising from sharing
mechanical spare parts used in different conditions. Sydney Water identified a potential
cross-contamination risk to water quality from a mixer motor that was used in wastewater
condition. The motor was subsequently not installed. The incident and risk management
processes have been appropriately implemented.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 4.2.1) with meeting the water pressure standard

Our auditor assigned Sydney Water a Compliant grade for clause 4.2.1, which required
Sydney Water to ensure that it met the system performance standard for water pressure, as
set out in its licence, in any financial year. We agree with this audit grade.

Our auditor noted that Sydney Water reported that 152 properties had experienced a Water
Pressure Failurel® during the 2017-18 financial year and demonstrated that the process used
to determine the number of properties was both robust and consistent with the definitions
and exclusions set out in the licence. As the number of properties that had experienced a Water
Pressure Failure was less than the specified limit of 6,000 properties, Sydney Water is assessed
to have been fully compliant with this obligation.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 4.2.2) with meeting the water continuity standard

Our auditor assigned Sydney Water a Compliant grade for clause 4.2.2, which required
Sydney Water to ensure that it met the system performance standard for water continuity, as
set out in its licence, in any financial year. We agree with this audit grade.

18 A Water Pressure Failure means a situation in which a property experiences a pressure of less than 15 metres
head of pressure for a continuous period of 15 minutes or more.
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Our auditor noted that Sydney Water reported that during the 2017-18 financial year
39,308 properties had experienced an Unplanned Water Interruption® for more than five
continuous hours and that 7,491 properties had experienced three or more Unplanned Water
Interruptions of more than one hour, and demonstrated that the processes used to determine
the number of properties was both robust and consistent with the definitions and exclusions
set out in the licence. As the number of properties that had experienced an Unplanned Water
Interruption was less than the specified limits of 40,000 properties for a single event and 14,000
properties for multiple events respectively, Sydney Water is assessed to have been fully
compliant with this obligation.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 4.2.3) with meeting the wastewater overflow standard

Our auditor assigned Sydney Water a Compliant grade for clause 4.2.3, which required
Sydney Water to ensure that it met the wastewater overflow system performance standard as
set out in its licence in any financial year. We agree with this audit grade.

Our auditor noted that Sydney Water reported that during the 2017-18 financial year 7,816
properties had experienced an Uncontrolled Wastewater Overflow?20 in dry weather and that
50 properties had experienced three or more Uncontrolled Wastewater Overflows in dry
weather, and demonstrated that the processes used to determine the number of properties
was both robust and consistent with the definitions and exclusions set out in the licence. As
the number of properties that had experienced an Uncontrolled Wastewater Overflow(s) was
less than the specified limits of 14,000 properties for a single event and 175 properties for
multiple events respectively, Sydney Water is assessed to have been fully compliant with this
obligation.

Our auditor identified no recommendations or opportunities for improvement.

2.5 Customers and Consumers

Our auditor assigned Sydney Water Compliant (minor shortcomings) grade for clause 5.2.1,
and Compliant grades for clauses 5.2.3,5.4.1, 5.5.1, 5.5.2,5.5.3, 5.5.4, 5.5.5 and 5.8. We agree
with these audit grades.

Part 5 of the licence (Customers and Consumers) outlines the obligations for Sydney Water
relating to customer and consumer protection, customer engagement, and cooperative
relationships with stakeholders.

19 Unplanned Water Interruption is an event which commences when the supply of drinking water of a property
is interrupted without the customer or consumer having received prior notice of that interruption from Sydney
Water.

20 Uncontrolled Wastewater Overflow is a sewage overflow that is not a controlled wastewater overflow (overflow
that is directed via a designed structure to a predetermined location).
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Table 2.5 Compliance with Part 5 of the licence — Customers and Consumers

Clause Requirement Compliance grading

5 Customers and 2015-162 2016-172 2017-18> 2018-19 2019-20
Consumers

5.2.1 Prepare an information - -
pamphlet

5.2.3 Provide the pamphlet to - -

customers, and make
available free of charge

54.1 Assistance options for Full -
payment difficulties and
actions for non-payment

55.1 Maintain and consult with  Full -
Customer Council

5.5.2 Utilise the Customer Full -
Council to obtain advice

5.5.3 Membership of Customer  Full -
Council

5.5.4 Content of Customer Full -
Council Charter

555 Provision of information to  Full -
the Customer Council

5.8 Code of conduct - Full o

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017.
b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
Note: Full = Full Compliance

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

Compliant (minor shortcomings) (clause 5.2.1) with providing information about
customer rights

Our auditor assigned Sydney Water a Compliant (minor shortcomings) grade for clause 5.2.1,
which required Sydney Water to prepare an information pamphlet about specific aspects of
customer rights. We agree with this audit grade.

Our auditor noted that Sydney Water prepared a pamphlet that summarises the provisions of
the Customer Contract consistent with the specified requirements in clause 5.2.1(a) to (e), and
in part clause 5.2.1(f). Clause 5.2.1(f) requires the pamphlet to contain information regarding
the ability of customers to enter into separate agreements to the Customer Contract for
services. Whilst information is provided in respect of pressure sewer service agreements,
information in respect of other additional services agreements was not provided.

The intent of clause 5.2.1(f) is to provide information to customers who may seek different
level of service to those services provided in the Customer Contract, such as for large
commercial and industrial customers who may want to negotiate alternative service
agreements with Sydney Water.
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Accordingly, Sydney Water is assessed to be compliant with the requirements of this
obligation, albeit with minor shortcomings.

We make one recommendation in relation to clause5.2.1, based on the auditor’s
recommendation?2l.

Recommendation to Sydney Water

5 By 30 June 2019, update the pamphlet prepared under clause 5.2.1 to include or refer to
information regarding the ability for a customer to enter into agreements with Sydney Water
(separate to the Customer Contract) for the provision by Sydney Water of services to the
customer.

Our auditor identified no opportunities for improvement for clause 5.2.1.

Compliant (clause 5.2.3) with making the information pamphlet available

Our auditor assigned Sydney Water a Compliant grade for clause 5.2.3, which required
Sydney Water to make the pamphlet prepared under clause 5.2.1 available to customers at
least annually with their bills, and make it available to any person upon request to the
Customer Centre and on the Sydney Water website. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that the pamphlet is provided free of
charge to customers in conjunction with the August-October billing cycle each year and upon
request to the Customer Centre; it is also available on the Sydney Water website for
downloading free of charge. Sydney Water is assessed to have been fully compliant with this
obligation.

Our auditor identified no recommendations and one opportunity for improvement for
clause 5.2.3. This improvement is related to making the pamphlet more readily identifiable
on the Sydney Water website. Further details of the opportunity for improvement is available
in the auditor’s report in Appendix C.

Compliant (clause 5.4.1) with managing customer experiencing financial hardship

Our auditor assigned Sydney Water a Compliant grade for clause 5.4.1, which required
Sydney Water to maintain and fully implement arrangements for assisting residential
customers who are experiencing financial hardship to better manage their current and future
bills. We agree with this audit grade.

Our auditor noted that Sydney Water provided evidence to demonstrate that it has
maintained and fully implemented arrangements for assisting residential customers who are
experiencing financial hardship. These arrangements, which are summarised in the Payment
Assistance Policy, include both Government funded and Sydney Water sponsored programs.
They include, but are not limited to, payment assistance plans.

21 Further details of the auditor’'s recommendations are available in the auditor’s report in Appendix C.
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The Payment Assistance Policy and Overdue Payments Policy identify the circumstances
under which Sydney Water may disconnect or restrict the supply of water; these documents
emphasise that Sydney Water is to exhaust all available debt recovery approaches before
action is taken to disconnect or restrict a service. Sydney Water is proactive in promoting the
availability of assistance programs and information is available on the Sydney Water website.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 5.5.1) with consulting with customers and consumers through the
Customer Council

Our auditor assigned Sydney Water a Compliant grade for clause 5.5.1, which required
Sydney Water to regularly consult with organisations representing a broad cross-section of its
Customers and Consumers through the Customer Council. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that, during the audit period, it had
regularly consulted with its Customer Council, which represents a broad cross-section of its
customers and consumers. Meetings were held quarterly, consistent with the requirements
under the Customer Council Charter. Sydney Water also engaged with Customer Council
members through their involvement in workshops, forums and other out of session meetings.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 5.5.2) with obtaining advice on the interests of the customers and
consumers through Customer Council

Our auditor assigned Sydney Water a Compliant grade for clause 5.5.2, which required
Sydney Water to use the Customer Council to obtain advice on the interests of Sydney Water’s
customers and consumers, the Customer Contract and such other key issues related to
Sydney Water’s planning and operations as Sydney Water may determine. We agree with
this audit grade.

Our auditor noted that Sydney Water demonstrated that, during the audit period, it had
consulted with the Customer Council in respect of a range of issues including for example,
Sydney Water’s long-term strategy, the Customer Engagement Program, the licence review
and a review of the Customer Contract.

Our auditor identified no recommendations or opportunities for improvement.
Compliant (clause 5.5.3) with using best endeavours to include representatives of the
nominated categories as members of the Customer Council

Our auditor assigned Sydney Water a Compliant grade for clause 5.5.3, which required
Sydney Water to ensure membership of the Customer Council is appointed in accordance
with the Customer Council Charter, and that Sydney Water has used its best endeavours to
include representatives of the nominated categories. We agree with this audit grade.
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Our auditor noted that Sydney Water demonstrated that all nominated interest groups
continued to be represented on the Customer Council throughout the audit period,
notwithstanding that there were some changes in the individual representatives of some
member organisations.

Our auditor identified no recommendation or opportunities for improvement.

Compliant (clause 5.5.4) with maintaining a Customer Council Charter that addresses
all of the nominated issues

Our auditor assigned Sydney Water a Compliant grade for clause 5.5.4, which required
Sydney Water and the Customer Council to maintain a Customer Council Charter that
addresses all of the nominated issues. We agree with this audit grade.

Our auditor noted that Sydney Water advised that the Customer Council Charter was last
revised in 2015, and that it had been maintained throughout the audit period. Detailed review
of the Customer Council Charter confirmed that it addresses the required matters listed in
part (a) to (j) of clause 5.5.4.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 5.5.5) with providing information to the Customer Council

Our auditor assigned Sydney Water a Compliant grade for clause 5.5.5, which required
Sydney Water to provide information in its possession or under its control necessary to enable
the Customer Council to discharge the tasks assigned to it. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that it had provided the Customer
Council with information necessary to enable the Customer Council to discharge the tasks
assigned to it. Information provided include presentations to Customer Council meetings and
email correspondence.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 5.8) with establishing a code of conduct with licensees

Our auditor assigned Sydney Water a Compliant grade for clause 5.8, which required Sydney
Water to use its best endeavours to co-operate with each licensed network operator and
licensed retail supplier within the area of operations that seeks to establish with Sydney Water
a code of conduct of the kind referred to in clause 25 of the Water Industry Competition (General)
Regulation 2008 (WIC Regulation). We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that it has used its best endeavours to
cooperate with WIC Act licensees that have sought to establish a code of conduct of the kind
referred to in clause 25 of the WIC Regulation. Accordingly, Sydney Water is assessed to have
demonstrated full compliance with this obligation.
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There appears to be a difference in understanding as to what instruments (agreements or
protocols) may fulfil the requirements of a code of conduct22 of the kind referred to in
clause 25 of the WIC Regulation.

An agreement or protocol or other instrument may be considered a code of conduct only if
there is interconnecting infrastructure. We have amended this clause in the draft operating
licence for Sydney Water to clarify this obligation.23

Our auditor identified one opportunity for improvement for clause 5.8. This improvement is
for determining whether an agreement or protocol between the parties is deemed to constitute
a code of conduct. Further details of the opportunity for improvement are available in the
auditor’s report in Appendix C.

2.6 Quality Management

Our auditor assigned Sydney Water Compliant grades for clauses 7.1.2 and 7.1.3. We agree
with these audit grades.

Part 7 of the licence (Quality management) outlines the obligation for Sydney Water to certify,
maintain certification and implement a management system that is consistent with the
Australian Standard AS/NZS ISO 9001:2008: Quality Management Systems - Requirements (the
Quality Management System or the QMS).

Table 2.6 Compliance with Part 7 of the licence — Quality Management

Clause Requirement Compliance grading
7 Quality Management 2015-162 2016-172 2017-18°> 2018-19 2019-20
7.1.2 Certification of QMS to - -

AS/NZS ISO 9001:2008

Quality Management
Systems — Requirements
by 30 June 2018, and
maintain certification

7.1.3 Implementation of QMS by - -
30 June 2018

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017.
b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

22 A code of conduct establishes the respective responsibilities of licensed network operators, licensed retail
suppliers and public water utilities (WIC Regulation, clause 25(1)). WIC Regulation, clause 25(3) provides
that a code of conduct may make provisions with respect to the following:

a) responsibility for water quality
b) liability in the event of the unavailability of water
C) liability in the event of infrastructure failure

d) fees and charges payable in respect of the use of infrastructure, and
e) responsibility for handling customer complaints.

23 Draft Sydney Water Operating Licence 2019-2023, Clause 8.3.
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Compliant (clause 7.1.2) with certification of the quality management system

Our auditor assigned Sydney Water a Compliant grade for clause 7.1.2, which required
Sydney Water to certify that its QMS is consistent with the Australian Standard AS/NZS 1SO
9001:2008: Quality Management Systems - Requirements by 30 June 2018, and maintain the
certification. We agree with this audit grade.

Our auditor noted that Sydney Water has developed a QMS consistent with the current
international standard released in 2015, rather than the 2008 international standard stated in
the licence. The international standard was updated in 2015 and we consider the 2015
standard the appropriate standard for Sydney Water to achieve.

On 10 May 2018 the QMS was certified, by a JAS-ANZ24 certified entity, to ISO 9001:2015 for
Sydney Water to plan, deliver, operate, manage, maintain and improve the systems, services
and products for water, wastewater, recycled water and storm water for Sydney Water
customers throughout its area of operations. The certification covers overarching corporate
processes that impact the whole organisation. Sydney Water plans to gradually include
additional corporate processes.

Our auditor noted that certification to ISO 9001:2015 was achieved within the audit period by
a JAS-ANZ certified organisation, and it was maintained for the remaining period.

Our auditor identified no recommendations or opportunities for improvement.

Compliant (clause 7.1.3) with implementation of the quality management system

Our auditor assigned Sydney Water a Compliant grade for clause 7.1.3, which required
Sydney Water to fully implement its QMS and that all relevant activities are carried in
accordance with the QMS by 30 June 2018. We agree with this audit grade.

Our auditor noted that the QMS was being implemented based on the evidence provided and
the staff interviews. This was confirmed based on the certification achieved for the expanded
scope of the QMS in May 2018.

Our auditor identified no recommendations or opportunities for improvement.

2.7 Performance monitoring

Our auditor assigned Sydney Water a Compliant (minor shortcomings) grade for clause 8.4.1.
We agree with this audit grade.

Part 8 of the licence (Performance monitoring) outlines the obligation for Sydney Water to
measure accurately its performance against the performance indicators and system
performance standards specified in the Reporting Manual.

24 The Joint Accreditation System of Australia and New Zealand (JAZ-ANZ) provides accreditation services.
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Table 2.7 Compliance with Part 8 of the licence — Performance monitoring

Clause Requirement Compliance grading
8 Performance monitoring 2015-162 2016-172 2017-18° 2018-19 2019-20
8.4.1 Maintain records systems - High

to measure performance
indicators and system
performance standards

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017.

b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.

Note: High = High Compliance

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

Compliant (minor shortcomings) (clause 8.4.1) with measuring performance
indicators and system performance standards

Our auditor assigned Sydney Water a Compliant (minor shortcomings) grade for clause 8.4.1,
which required Sydney Water to maintain record systems that are sufficient (to IPART’s
satisfaction) to enable Sydney Water to measure accurately its performance against the
performance indicators and System Performance Standards specified in the Reporting
Manual. We agree with this audit grade.

Our auditor noted that whilst the record systems and procedures for reporting against the
performance indicators and System Performance Standards are, in general, sufficiently robust
to ensure accurate reporting, there appears to be some minor shortcomings in the data
extracted for reporting against the Wastewater Overflow Standard. Based on review of the
2017-18 data, the number of wastewater overflow should have been reported as 7,784
properties, rather than 7,816 properties, an error of 32 properties or less than 1% of the total.
The auditor consider the impact as minor as Sydney Water is performing well within the
required standard level of 14,000 properties. However, it is important to ensure that accurate
reporting is not compromised.

We make one recommendations in relation to clause 8.4.1, based on the auditor’s
recommendation?5.

Recommendation to Sydney Water

6 By 30 June 2019, review data extraction processes for reporting against the Wastewater
Overflow Standard to ensure an improvement in the reporting of the actual number of events.

Our auditor identified no opportunities for improvement for clause 8.4.1.

25 Further details of the auditor’'s recommendations are available in the auditor’s report in Appendix C.
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2.8 Memorandum of understanding

Our auditor assigned Sydney Water Compliant grade for clause 9.4.2. We agree with this
audit grade.

Part 9 of the licence (Memorandum of understanding) outlines the obligations for Sydney
Water to use its best endeavours to comply with a memorandum of understanding (MOU)
with Fire and Rescue NSW.

Table 2.8 Compliance with Part 9 of the licence — Memorandum of Understanding

Clause Requirement Compliance grading

9 Memorandum of 2015-162 2016-172 2017-18°> 2018-19 2019-20
understanding

9.4.2 Use best endeavours to - -
comply with MoU with Fire

and Rescue NSW

a IPART, Sydney Water Operational Audit 2016-17 — Report to the Minister — Compliance Report, 21 December 2017.
b Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.

Note: Please note the change in audit grades and definitions when comparing this year's audit grades with the audit grades of
previous years.

Compliant (clause 9.4.2) with Memorandum of understanding with Fire and Rescue
NSW

Our auditor assigned Sydney Water a Compliant grade for clause 9.4.2, which required
Sydney Water to use best endeavours to comply with the memorandum of understanding
with Fire and Rescue NSW. We agree with this audit grade.

Our auditor noted that Sydney Water demonstrated that it had complied with the
requirements of the MOU with Fire and Rescue NSW by participating as members of the
Strategic Liaison Group, participating as members of the Fire Fighting Working Group,
undertaking studies/investigations in respect of system fire flow capacity, sharing
information and otherwise engaging with Fire and Rescue NSW.

Our auditor identified no recommendations or opportunities for improvement.
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3 Progress on previous audit recommendations

The previous audits in 2016 and 2017 identified areas where Sydney Water were not fully
compliant with its licence obligations. We made recommendations to the Minister to address
these issues.26 The following table outlines Sydney Water’s progress in implementing these
recommended actions.

In June 2018, IPART undertook a review of the performance indicators we collect annually
from public water utilities. The review resulted in some performance indicators being no
longer required to be reported from the 2017-18 reporting period. This in turn affected three
previous audit recommendations where the actions are no longer relevant to the operations
of Sydney Water, and therefore we decided not to audit whether these recommendations have
been completed in the 2018 audit:

v Recommendation 2016-17-8 was to review the process used to compile performance
indicator I5, however, I5 is no longer required to be reported.

¥ Recommendation 2016-17-9 was an assessment of Sydney Water’s process of capturing
site evidence for the priority of sewage overflow events in relation to performance
indicators 16 and 17, however, 16 and 17 are no longer required to be reported.

v Recommendation 2016-17-10 required Sydney Water to put in place measures to capture
sewage overflow duration in relation to performance indicator I8, however, I8 is no longer
required to be reported.

Sydney Water demonstrated significant effort in completing the previous audit
recommendations. Of the total 11 previous recommendations, three recommendations are no
longer relevant as explained above, six has been completed, one is partially complete and one
is continuing. The previous recommendations are shown in Table 3.1.

Where a recommendation is partially complete or continuing (see Table 3.1), we will follow it
up in our next annual operational audit, together with the recommendations from this year’s
audit.

26 |PART, Sydney Water Corporation Operational Audit 2016-17 Report to the Minister — Compliance Report,
2017.
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Table 3.1 Sydney Water’s progress in 2018 to address our recommendations from the
previous audits
Recommendation Progress
2015-16-2: Sydney Water should review recycled water Complete (after due date)
clause 2.2.2 monitoring requirements in consultation with  Our auditor noted that after a successful trial
NSW Health to confirm that all validated UV of UVT monitoring, weekly UVT monitoring
units are operating within their UVT has been incorporated into the Recycled
validation envelope, appropriate to the dose  \Water Annual Monitoring Plan.
monitoring strategy in place (by 30 March NSW Health was consulted and regularly
2018). updated on progress, and a final
presentation was presented to NSW Health
in August 2018.
2016-17-1: By 30 June 2018: Complete
clause 1.9.1 v ensure that substance charges for Our auditor noted that Sydney Water has
commercial customers are charged to adjusted the unit rates for substance charges
three decimal places in accordance with  for commercial customers to three decimal
the IPART, Sydney Water Corporation places, consistent with the IPART
maximum, prices for water, sewerage, Determination.
stormwater drainage and other services  Sydney Water also demonstrated that it has
from 1 July 2016, and updated and developed its procedures to
¥ develop and implement an auditable ensure that appropriate quality control
quality assurance process to confirm the processes are implemented and recorded.
accuracy of data entry of set fees. These procedures include a requirement to
conduct random audits of calculated prices
to ensure consistency with the IPART
Determination.
2016-17-2: Invite NSW Health to all risk assessments Complete
clauses 2.1.1 (eg, catchment to tap or system risk Our auditor noted that Sydney Water invited
and 2.1.2 assessments) undertaken in relation to NSW Health to all risk assessment
Sydney Water's systems (whether or not the  workshops convened under the DWQMS
system is operated by Sydney Water) that  during the audit period. Sydney Water
will consider public health risks formalised the process of inviting NSW
Health by including an additional
requirement in the relevant procedures.
2016-17-3: By 30 June 2018 Complete
C|a(;152815- 5-1-1 ¥ in consultation with NSW Health, update  Our auditor noted that risk assessment
and 2.1.

and implement the risk assessment
process to ensure adequacy of inputs to,
and outputs from, the risk assessment
and ensure inputs include a generalised
process flow diagram and the attendance
of relevant stakeholders

¥ in consultation with NSW Health, develop
or update all system process flow
diagrams against the requirements of
Element 2, Component 1, Action 2 (A
generalised flow diagram should be
constructed describing the water supply
system from catchment to consumer) of
the Australian Drinking Water Guidelines,
and

¥ use the process flow diagram currently
being developed for the Nepean Water
Filtration Plant, to review the risk
assessment for that plant.

IPART Sydney Water Corporation Operational Audit 2018

procedures were updated during the audit
period that includes preparations for risk
workshop, process flow diagram verification
and invitation to stakeholders, and also
workshop outputs. The work instruction for
creating flow diagrams was developed in
consultation with NSW Health, and were
used to review the risk assessment for each
Water Filtration Plant.

A risk assessment workshop for the Nepean
Water Filtration Plant applied the updated
procedure which included stakeholders
including NSW Health. Our auditor sighted
the final report as evidence.



Recommendation Progress
2016-17-4: By 31 March 2018, complete a desktop Complete
clauses 2.2.1 review of the most recent compliance Our auditor noted that Sydney Water
and 2.2.2 inspections for all end user sites to identify  completed the desktop reviews by the
any outstanding high risk non-compliances 31 March 2018 due date. In carrying out this
and initiate appropriate action to address review, Sydney Water considered that ‘high
non- compliances, including interruption of  risk’ non-compliance areas are limited to
supply where appropriate. backflow prevention and cross-connections,
based on the risk of non-compliances in
those areas to threaten the drinking water
supply.
2016-17-5: By 30 June 2018: Partially complete
clauses 2.2.1  3) in consultation with NSW Health, Our auditor noted that Sydney Water
and 2.2.2 develop an interruption to supply consulted with NSW Health on the proposed
process where end users are not iterative approach to addressing this
meeting their obligations under their ~ recommendation.
end user agreement or the Recycled  a) & c) Complete
Water Quality Management Plan Our auditor noted that a final version of the
b) in consultation with NSW Health, interruption to supply process was presented
review the preventive measures for  to NSW Health in May 2018 after iterative
end user sites (on-site preventive consultation.
measures) as documented in the Our auditor noted the Sydney Water have
recycled water management system o ia\ed the role and associated skills of
and supporting material, including the - g¢a¢t \erifying on-site controls in relation to
content of the Annual Declaration and recycled water management and are
compliance inspection checklist, to requiring Business Customer
ensure they are appropriate to the Representatives to obtain qualifications or
level of risk, and equivalent competency.
c) review the role and associated b) Incomplete

competencies for Sydney Water staff
and contractors who are responsible
for verifying the on-site preventive
measures.

Our auditor noted that the iterative
consultation with NSW Health has not been
completed, revised materials should be
finalised within 12 months, and status should
be reviewed at the 2019 operational audit.

Sydney Water has reviewed the preventive
measures on end user sites. Supporting
revised end user controls, statutory
declarations and inspection checklists were
provided to NSW Health, and iterative
revisions are being reviewed and updated.
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Recommendation Progress

2016-17-6: By 30 June 2019: Continuing

clauses 2.2.1  a) ensure Sydney Water staff and Our auditor noted that Sydney Water

and 2.2.2 contractors who are responsible for provided an update for progressing this
verifying the on-site preventive recommendation that is due to be completed
measures are trained and assessed by 30 June 2019. As all Business Customer
as competent to implement their Representatives who manage interactions
responsibilities with recycled water business customers hold

b) establish and implement a process for @ Diploma in Water Industry Operations,
on- going Competency assessment, Sydney Water considered that staff have the
and appropriate competencies to effectively
c) review all end user sites to confirm manage the role.

end users are meeting their Sydney Water is implementing additional
obligations under their end user learning opportunities for employees and
agreement or the Recyc|ed Water contractors whose duties involve recyded
Quality Management Plan and water management.
implement the interruption to supply
process where appropriate.

2016-17-7: By 30 June 2018, ensure all Sydney Water Complete

clause 2.3.1 fluoridation systems are designed, installed,

and operated in accordance with the NSW
Code of Practice for Fluoridation of Public
Water Supplies 2011 (unless an exemption
has been received from NSW Health), with
particular reference to:

a) ensuring the dosing capacity of the

fluoride dosing equipment does not

exceed 110% of the target dose rate

ensuring water traps remain filled

providing appropriate colour coding

marking of dosing pipes

replacing dust mask filters every 13

weeks

f)  maintaining a minimum of three
months storage of fluoridating agent
or apply for an exemption from this
minimum standard 8.2.1.1 from NSW
Health

ensuring emergency response plans
are consistent with Appendix C of the
NSW Code of Practice for
Fluoridation of Public Water Supplies
2011

submitting written notifications to
cover all periods of
repair/maintenance, and

i) ensure internal audits assess
compliance with all relevant
requirements of Chapter 5 of the
NSW Code of Practice for
Fluoridation of Public Water Supplies
2011.

b)
c)
d)
e)

9)

h)

IPART Sydney Water Corporation Operational Audit 2018

Our auditor noted that Sydney Water has
addressed all areas of this recommendation.

Detailed discussions have been undertaken
under clause 2.3.1, where Sydney Water
demonstrated compliance with the
Fluoridation Code during the audit period.



Recommendation

Progress

2016-17-8:
clause 8.4.1

2016-17-9:
clause 8.4.1

2016-17-10:
clause 8.4.1

By 31 March 2018:

¥ review its reporting process for
infrastructure indicator I5 to provide
assurance for future reported data, and
¥ evaluate the data it has historically

reported for indicator I5 and report
corrected data

By 30 June 2018:

a) assess whether its current processes
for capturing site evidence for sewage
overflow events and its compliance
with its processes is sufficient for its
business processes, and

b) demonstrate that it has in place an
appropriate audit trail for events
where the priority has been changed.

By 31 December 2018, put in place

appropriate measures to ensure that
overflow ceased times are recorded
accurately in future.

Not required

Sydney Water reported this recommendation
to be completed in their status report to
IPART on 29 March 2018. We did not
include this recommendation in the audit
scope as it applies to indicators 15 that are
no longer required to be reported.

Not required

Sydney Water reported this recommendation
to be completed in their status report to
IPART on 29 March 2018. We did not
include this recommendation in the audit
scope as it applies to indicators 16, and 17
that are no longer required to be reported.

Not required

Sydney Water reported this recommendation
to be in progress in their status report to
IPART on 29 March 2018

IPART wrote to Sydney Water on

4 September to inform them that they did not
need to address 2016-17 audit
recommendation 10. The recommendation
applies to performance indicator 18 that is no
longer required to be reported.

Source: Viridis Consultants, 2018 Operational Audit Report Sydney Water — Final Audit Report, November 2018.
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A  Compliance grades

Table Al: Current compliance grades

Grades of compliance Description
Compliant Suflelent evidence is available to confirm that the
requirements have been met.

Sufficient evidence is available to confirm that the
requirements have been met apart from minor
shortcomings which to date have not compromised the
ability of the utility to achieve defined objectives or assure
controlled processes, products or outcomes.

Compliant
(minor shortcomings)

Sufficient evidence is not available to confirm that the
requirements have been met and the deficiency does not

Non-compliant adversely impact the ability of the utility to achieve defined
(non-material) objectives or assure controlled processes, products or
outcomes.

Sufficient evidence is not available to confirm the
requirements have been met and the deficiency does

Non-compliant adversely impact the ability of the utility to achieve defined
(material) objectives or assure controlled processes, products or
outcomes.

There is no requirement for the utility to meet this criterion

No Requirement o . )
within the audit period.

Source: IPART Audit Guideline Public Water Utilities, September 2018, Figure 2.1.

Pre-2018 compliance grades

We abbreviate pre-2018 compliance grades according to the following convention:
v Full = Full Compliance

v High = High Compliance

v Adeq = Adequate Compliance

v NC = Non-compliant

¥ NR = No Requirement
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2018 audit scope
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2018 operational audit scope
Sydney Water Corporation

2018 audit scope

This document sets out the 2018 operational audit scope for Sydney Water Corporation
(Sydney Water).

This scope is based on the 5-year audit program for Sydney Water’s 2015-2020 Operating
Licence. Auditors should note any directions in the comments column of Table 2.

Audit period

The audit period is 1 July 2017 to 30 June 2018.

Outstanding audit recommendations

Table 3 outlines outstanding audit recommendations. The auditor is required to review these
recommendations to determine progress. We report on outstanding audit recommendations
separately within IPART’s operational audit report to the Minister.

Statement of compliance

The utility is required to provide a Statement of Compliance (SC), signed by the CEO and a
Board Member, by 1 September. The SC is an exception based report that outlines any non-
compliance with licence conditions during the previous financial year. It also identifies what
remedial action has or is being taken with respect to these non-compliances.

The SC covers all licence conditions regardless of whether they are scheduled to be audited in
that year. The SC may cause a late variation to the audit scope to allow non-compliances to
be reviewed if necessary.

Development and implementation of management systems

Where a management system needs to be developed and/or implemented by a date outside
the audit period, we have requested the utility provide a verbal update on progress during
the audit interviews. The purpose is to inform us and the auditor of progress made toward
developing an effective management system by the date set out in the licence.

Interpretation

In the case of any discrepancies between the Sydney Water Operating Licence 2015-2020
(licence) and the audit scope, the licence will prevail.

2018 operational audit scope Sydney Water Corporation IPART






Table 1 Key
Requirement Meaning
Audit/Review Audit/review clause in the 2018 audit
SC We will rely on the utility’s Statement of Compliance.

All clauses require a Statement of Compliance unless there is a “no

requirement” designation.

_ No requirement (for audit or statement of compliance).

Table 2

2018 Audit scope for Sydney Water Corporation

Licence
clause

Operating Licence obligation

2018 audit
requirement

Comments to the auditor

1
11
111

1.2
121

1.3
13.1

1.3.2

Licence and licence authorisation
Objectives of this licence

The objective of the licence is to enable and require
Sydney Water to lawfully provide the services within
its area of operations. Consistent with this objective,
the licence requires Sydney Water to:

a) meet the objectives and other requirements
imposed on it in the Act and other relevant
legislation

b) comply with the quality and performance
standards in the licence

c) recognise the rights given to customers
and consumers

d) be subject to audits of compliance with the
licence.

Licence authorisation

The licence is granted to enable and require Sydney
Water to provide, construct, operate, manage and
maintain efficient, co-ordinated and commercially
viable systems for providing the services throughout
the area of operations.

Stormwater drainage system

Sydney Water must provide, operate, manage and
maintain a stormwater drainage system as
described in section 14(1)(b) of the Act, except to
the extent that the Minister is satisfied under
sections 14(4) and 14(5) of the Act that satisfactory
arrangements have been made for the service to be
provided by another appropriate body, including a
council (within the meaning of the Local
Government Act 1993 (NSW)).

Sydney Water may provide, construct, operate,
manage and maintain efficient, co-ordinated and
commercially viable Stormwater Drainage Systems
and Services within the Area of Operations
including for the purpose of increasing the capacity
of the Stormwater Drainage System included in the
business undertaking (referred to in Part 3 of the
Act) transferred under Part 3 of the Act from the
Water Board to Sydney Water as at the date of the
transfer of the business undertaking.

SC

SC

SC
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Licence . . L 2018 audit .
clause Operating Licence obligation requirement Comments to the auditor
14 Term of this licence

14.1 The term of the licence is five years from the
commencement date.

[Note: the Commencement Date is 1 July 2015,
which means that the term of this Licence will end
on 30 June 2020.]

1.5 Licence amendment

151 Subject to the Act and clause 1.5.2, this Licence
may be amended by the Governor by notice in the
New South Wales Government Gazette.

15.2 Before notice of a proposed amendment to this
Licence is tabled in Parliament under section 16 of
the Act, the Minister must provide Sydney Water
with reasonable notice of the proposed amendment
to enable it to comply with the amendment if it takes
effect.

[Note: The Customer Contract may be varied in
accordance with section 59 of the Act and clause
14.2 of the Customer Contract. Such a variation is --
not an amendment to this Licence for the purpose of
section 16 of the Act.]

1.6 Connection of services
1.6.1 Subject to any applicable laws, Sydney Water must Audit This is the first audit of this
ensure that Drinking Water and Wastewater clause.

Services are available on request for connection to
any Property situated in the Area of Operations.

1.6.2 Connection to Sydney Water's systems for the Audit This is the first audit of this
supply of Services relating to Drinking Water and clause.
Wastewater is subject to any conditions that Sydney
Water may lawfully determine to ensure the safe,
reliable and financially viable supply of its Drinking
Water and Wastewater Services to Properties
situated in the Area of Operations in accordance
with this Licence.

1.7 Non-exclusive licence

1.7.1 The licence does not prohibit another person from
providing services in the area of operations that are
the same as, or similar to, the services, if the person
is lawfully entitled to do so.

1.8 Availability of Licence
1.8.1 Sydney Water must make a copy of this Licence SC
available to any person, free of charge:
a) website for downloading
b) upon request made to the contact centre.
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HIEEES Operating Licence obligation 201? sl Comments to the auditor
clause requirement

1.9 Pricing

191 Sydney Water must set the level of fees, charges, Audit Sydney Water was non-compliant

and other amounts payable for its Services subject
to the terms of the licence, the Act and the
maximum prices and methodologies for Services
determined from time to time by IPART under the
IPART Act.

in 2015 (previous licence), 2016
and 2017.

Sydney Water notes in its Status
Report on Audit
Recommendations, provided to
IPART on 28 March 2018, that
billing for commercial customers
to three decimal places has been
resolved. Sydney Water is in the
process of developing auditable
processes for the annual
updating of prices (as per
recommendation 2016-17-1).
Sydney Water’s Statement of
Compliance reports a non-
compliance with this clause for
part of the 2018 audit period.
This non-compliance was
reported in 2016-17 and
recommendation 2016-17-1
addressed this non-compliance.
Sydney Water reported that the
recommendation is complete.

Audit 2016-17-1 for completion.
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LEEIeE Operating Licence obligation 2018 e Comments to the auditor

clause requirement

2 Water quality

2.1 Drinking water

211 Sydney Water must maintain a Management Audit This clause was last audited in
System that is consistent with the Australian the 2017 audit and Sydney Water
Drinking Water Guidelines, except to the extent that was assigned a High Compliance
NSW Health specifies otherwise grade.

(the Drinking Water Quality Management The system must be consistent
System). with the ADWG except to the
[Note: Sydney Water is to implement the Drinking extent _that_ NSW Health specifies
Water Quality Management System to the Drinking (specn‘|cat|on_from NS.W Health
Water system under its control in light of its must be consistent with the
knowledge of the entire drinking water supply requirements of clause 2.1.4).
system (from the water catchment to the NSW Health is satisfied that
Consumer). Sydney Water has met its

] o ) obligations relevant to water
It is expected that the Drinking Water Quality quality under the operating
Management System will be consistent with the licence (Letter to IPART,
Framework for Management of Drinking Water 17 August 2018).
Quality. However, where NSW Health considers it
appropriate, the application of the Australian
Drinking Water Guidelines may be amended or
added to, to take account of Sydney Water's
circumstances and/or Drinking Water quality policy
and practices within New South Wales.]

21.2 Sydney Water must ensure that the Drinking Water Audit This clause was last audited in
Quality Management System is fully implemented the 2017 audit and Sydney Water
and that all relevant activities are carried out in was assigned a High Compliance
accordance with the Drinking Water Quality grade.

Management System, and to the satisfaction of Evidence must demonstrate that

NSW Health. a compliant system was in place
for the whole period to award Full
Compliance.
NSW Health is satisfied that
Sydney Water has met its
obligations relevant to water
quality under the operating
licence (Letter to IPART,
17 August 2018).
NSW Health participated in risk
assessments for four water
filtration plants. NSW Health
noted that Sydney Water is
continuing to consult with NSW
Health to update and implement
risk assessment processes
following the last audit (see also
recommendations 2016-17-2 and
2016-17-3).

2.1.3 Sydney Water must notify IPART and NSW Health, SC
in accordance with the Reporting Manual, of any
significant changes that it proposes to make to the
Drinking Water Quality Management System.

2.1.4 Sydney Water must obtain NSW Health’s approval SC

for any significant changes that it proposes to make
to the Drinking Water Quality Management System
before implementing, or carrying out its activities in
accordance with, such changes.

IPART 2018 operational audit scope Sydney Water Corporation




2018 audit
requirement

Comments to the auditor

Licence ; : o
clause Operating Licence obligation
2.15 By 31 December 2016, Sydney Water must:

a) in consultation with its Customer Council
and NSW Health, complete a review of its
public reporting on water quality. The
review must address (at a minimum) the
frequency of Sydney Water's public
reporting and the key parameters reported
on water quality; and

b) provide IPART with a report detailing the
outcomes of the review referred to in
clause 2.1.5(a).

2018 operational audit scope Sydney Water Corporation IPART
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HIEEES Operating Licence obligation 2018 sl Comments to the auditor

clause requirement

2.2 Recycled water

221 Sydney Water must maintain a Management Audit This clause was last audited in
System that is consistent with the Australian the 2017 audit and Sydney Water
Guidelines for Water Recycling, except to the extent was assigned a High Compliance
that NSW Health specifies otherwise grade in that audit.

(the Recycled Water Quality Management The audit will include a risk
System). based adequacy audit of the
[Note: It is expected that the Recycled Water system, and implementation of
Quality Management System will be consistent with the system.
the Australian Guidelines for Water Recycling, Deviations from the AGWR
including the Framework for Management of should be in accordance with
Recycled Water Quality and Use. However, where pre-approved requirements of
NSW Health considers it appropriate, the clause 2.2.4.
application of the Australian Guidelines for Water NSW Health is satisfied that
Recycling may be amended or added to, to take Sydney Water has met its
account of Sydney Water’s circumstances and/or obligations relevant to water
Recycled Water quality policy and practices within quality under the operating
New South Wales.] licence (Letter to IPART,

17 August 2018).

222 Sydney Water must ensure that the Recycled Water Audit This clause was last audited in
Quality Management System is fully implemented the 2017 audit and Sydney Water
and that all relevant activities are carried out in was assigned an Adequate
accordance with the Recycled Water Quality Compliance grade in that audit.
Management System, and to the satisfaction of .

NSW Health. Ewdenc_e must demonstr.ate that
a compliant system was in place
for the whole period to award Full
Compliance.

NSW Health is satisfied that
Sydney Water has met its
obligations relevant to water
quality under the operating
licence (Letter to IPART,
17 August 2018). NSW Health
noted the importance of a robust
Cross connection inspection
program.
Auditor should include
assessment of elements 11 and
12 of the AGWR.
NSW Health noted that Sydney
Water is working to develop an
interruption to supply procedure
for recycled water and to review
preventative measures for end-
users sites in consultation with
NSW Health. NSW Health is
satisfied with Sydney Water’s
progress in the rolling review of
recycled water scheme plans
(see recommendations 2016-17-
4,2016-17-5 and 2016-17-6).
2.2.3 Sydney Water must notify IPART and NSW Health, SC

in accordance with the Reporting Manual, of any
significant changes that it proposes to make to the
Recycled Water Quality Management System.

IPART 2018 operational audit scope Sydney Water Corporation
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224

2.3
231

3.1
3.11

Sydney Water must obtain NSW Health’s approval
for any significant changes that it proposes to make
to the Recycled Water Quality Management System
before implementing, or carrying out its activities in

accordance with, such changes.

Fluoridation code

Sydney Water must comply with the Fluoridation

Code.

Water Quantity

Roles and Responsibilities Protocol

Sydney Water must use its best endeavours to:

a)

b)

develop and agree a Roles and
Responsibilities Protocol with the

Metropolitan Water Directorate for the
development and implementation of the

Metropolitan Water Plan; and

maintain and comply with the Roles and
Responsibilities Protocol that has been
developed and agreed under clause

3.1.1(a).

SC

Audit

Audit

Audit if required — determine if
significant changes have been
made without consultation with
NSW Health.

Approval from NSW Health must
be demonstrated.

NSW Health is satisfied that
Sydney Water has met its
obligations relevant to water
quality under the operating
licence (Letter to IPART,

17 August 2018).

This clause was last audited in
2017 and Sydney Water was
assigned an Adequate
Compliance grade.

NSW Health is satisfied that
Sydney Water has met its
obligations relevant to water
quality under the operating
licence (Letter to IPART, 17
August 2018).

NSW Health noted that Sydney
Water will consider the risk of
incorrect fluoride analyser as part
of its response to previous audit
recommendations relating to
fluoride (see recommendation
2016-17-7).

Auditor does not need to audit
this clause.

IPART to review Sydney Water
evidence of best endeavours.

DPE, which has the function of
the Metropolitan Water
Directorate, advised that a roles
and responsibilities protocol with
Sydney Water is no longer
required (Email to IPART,

13 August 2018).
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Slause Operating Licence obligation R — Comments to the auditor

3.2 Economic level of water conservation

3.2.1 By 1 November 2015, Sydney Water must submit to

IPART (for IPART's approval) a report outlining
Sydney Water’s approach to, and principles for,
developing a methodology for determining its
economic level of water conservation, including (at
a minimum) each of the following elements of water
conservation:

a) water leakage;

b) water recycling; and

c) water efficiency (including demand
management)

3.2.2 Once the approach and principles referred to in
clause 3.2.1 are approved by IPART, Sydney Water
must develop a methodology (Methodology) in
accordance with the approach and principles.

3.2.3 By 31 December 2016, Sydney Water must obtain
IPART’s approval for the Methodology.

3.24 Once the Methodology is approved by IPART, SC Audit following notice of change.
Sydney Water must, from the date that such
approval is given:
a) notify IPART, in accordance with the
Reporting Manual, of any significant
changes that it proposes to make to the
Methodology; and

b) obtain IPART’s written consent to make
any significant changes to the Methodology
prior to making such changes.

3.25 Until Sydney Water has developed and obtained
IPART’s approval for the Methodology (in
accordance with clauses 3.2.2 and 3.2.3), Sydney
Water must:

a) maintain the weather corrected quantity of
Drinking Water that it draws from all
sources to a level of water usage equal to,
or less than, 329 litres per person per day
(the Water Usage Level). In calculating
water usage for the purpose of the Water
Usage Level, Sydney Water may make
reasonable adjustments to account for the
effects of weather on water usage, using a
methodology approved by IPART;

b) ensure that the level of water leakage from
its Drinking Water supply system (the
Water Leakage Level) does not exceed
121 megalitres per day; and

C) promote, foster and encourage the efficient
use of water and the production and use of
Recycled Water, where financially viable.

8 | IPART 2018 operational audit scope Sydney Water Corporation



HIEEES Operating Licence obligation 2018 sl Comments to the auditor
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3.2.6 By 1 September 2017, Sydney Water must develop Audit Audit for completion.
a water conservation program consistent with its
economic level of water conservation and in
accordance with the methodology approved by
IPART under clause 3.2.3.
[Note: The water conservation program will be
outlined in the first Water Conservation Report,
which is to be submitted to IPART by 1 September
2017 in accordance with clause 3.2.1 of the
Reporting Manual.]
3.2.7 Sydney Water must report to IPART, in accordance Audit
with the Reporting Manual, on water conservation.
4 Assets
4.1 Asset Management System
4.1.1 By 30 June 2018, Sydney Water must deyelop a Audit Audit for completion.
Management System that is consistent with the
International Standard 1ISO 55001:2014 Asset Audit to include assessment of
Management System - Requirements (the Asset the spare parts management
Management System). program. NSW Health noted a
risk in the installation of mixer
motor from different treatment
plants (Letter to IPART,
17 August 2018).
41.2 Sydney Water must ensure that: Review Until the system is certified, a
a) by 30 June 2019, the Asset Management verbal update of progress will be
System is certified by an appropriately reviewed at the audit and
qualified person to be consistent with the documented by the auditor. Any
International Standard ISO 55001:2014 potential issues should be
Asset Management System — identified in this Update.
Requirements; and
b) once the Asset Management System is
certified, the certification is maintained
during the remaining term of this Licence.
4.1.3 Once the Asset Management System has been SC
certified in accordance with clause 4.1.2(a), Sydney
Water must notify IPART, in accordance with the
Reporting Manual, of any significant changes that it
proposes to make to the Asset Management
System.
4.1.4 By 30 June 2019, Sydney Water must ensure that NR

the Asset Management System is fully implemented
and that all relevant activities are carried out in
accordance with the Asset Management System.

2018 operational audit scope Sydney Water Corporation IPART
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Licence

clause Operating Licence obligation

2018 audit
requirement

Comments to the auditor

4.1.5 Until the Asset Management System has been
developed in accordance with clause 4.1.1, certified
in accordance with clause 4.1.2(a) and implemented
in accordance with clause 4.1.4:

a) Sydney Water must continue to maintain
and implement the asset management
framework that was required to be
maintained and implemented by Sydney
Water under the licence that was the
immediate predecessor to this Licence (the
Asset Management Framework),

b) to avoid doubt, until the Asset Management
System has been developed in accordance
with clause 4.1.1, Sydney Water may only
make changes to the Asset Management
Framework that will assist in the transition
of the Asset Management Framework to
the Asset Management System; and

c) Sydney Water must notify IPART, in
accordance with the Reporting Manual, of
any significant changes that it proposes to
make to the Asset Management
Framework.

Audit

This clause was last audited in
the 2017 audit and Sydney Water
was assigned a Full Compliance
grade.
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4.2 System Performance Standards

4.2.1 Water Pressure Standard

a)

b)

c)

d)

Sydney Water must ensure that, in any
financial year, no more than 6,000
Properties experience a Water Pressure
Failure (the Water Pressure Standard).

A Property is taken to have experienced a
Water Pressure Failure:

i) when a person notifies Sydney Water
that the Property has experienced a
Water Pressure Failure and Sydney
Water confirms that the Property has
experienced a Water Pressure Failure;
or

i) when Sydney Water identifies that the
Property has experienced a Water
Pressure Failure(including through its
data collection systems and hydraulic
analysis).

Despite clause 4.2.1(b), a Property will not

be taken to have experienced a Water

Pressure Failure if that Water Pressure

Failure occurred only because of:

i) water usage in the case of a fire or
other abnormal demand; or

i) a short term or temporary operational
problem (such as a main break) which
is remedied within Four days of its
commencement.

For the purpose of the Water Pressure
Standard:

i) each separately billed part of a Multiple
Occupancy Property is to be counted
as a separate Property; and [Note: For
example, a complex of five
townhouses where each townhouse
receives a separate bill from Sydney
Water is to be counted as five separate
Properties. However a block of five
flats that only receives one bill from
Sydney Water is to be counted as a
single Property.]

ii) each Property that experiences one or
more Water Pressure Failures in a
financial year is to be counted once
only in that financial year

Audit

This clause was last audited in
2017 and Sydney Water was
assigned a Full Compliance
grade.

2018 operational audit scope Sydney Water Corporation IPART
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clause requirement
422 Water Continuity Standard Audit This clause was last audited in
a) Sydney Water must ensure that, in any 2017 and Sydney Water was
financial year: assigned a Full Compliance

i)  no more than 40,000 Properties grade.

experience an Unplanned Water
Interruption that lasts for more than five
continuous hours; and

i)  no more than 14,000 Properties
experience three or more Unplanned
Water Interruptions that each lasts for
more than one hour (the Water
Continuity Standard).

b) Sydney Water must use the best available
data (taking account of water pressure
data, where available) to determine
whether a Property has experienced an
Unplanned Water Interruption and the
duration of the Unplanned Water
Interruption.

c) If a Property experiences an Unplanned
Water Interruption that was caused by a
Third Party or a power failure, the Property
is taken not to have experienced an
Unplanned Water Interruption for the
purpose of clause 4.2.2(a).

d) Forthe purpose of the Water Continuity
Standard:

i) each separately billed part of a Multiple
Occupancy Property is to be counted
as a separate Property;

i) for the purpose of clause 4.2.2(a)(i)
each separate instance, in a financial
year, of a single Property experiencing
an Unplanned Water Interruption that
lasts for more than five continuous
hours is to be counted as a separate
Property that has experienced, in that
financial year, an Unplanned Water
Interruption that lasts for more than five
continuous hours; and

iii) for the purpose of clause 4.2.2(a)(ii),
each Property that experiences, in a
financial year, three or more
Unplanned Water Interruptions that
each lasts for more than one hour is to
be counted once only in that financial
year.
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4.2.3

4.2.4

4.3
43.1

4.4
44.1

4.4.2

Wastewater Overflow Standard

a) Sydney Water must ensure that, in any
financial year:

i)  no more than 14,000 Properties (other
than Public Properties) experience an
Uncontrolled Wastewater Overflow in
dry weather; and

i) no more than 175 Properties (other
than Public Properties) experience
three or more Uncontrolled
Wastewater Overflows in dry weather
(the Wastewater Overflow Standard).

b) For the purpose of the Wastewater
Overflow Standard:

i) each Multiple Occupancy Property is to
be counted as a single Property;
[Note: For example, a complex of five
townhouses where each townhouse
receives a separate bill from Sydney
Water is to be counted as a single
Property.]

ii) for the purpose of clause 4.2.3(a)(i),
each separate instance, in a financial
year, of a single Property experiencing
an Uncontrolled Wastewater Overflow
in dry weather is to be counted as a
separate Property that has
experienced, in that financial year, an
Uncontrolled Wastewater Overflow in
dry weather; and

iii) for the purpose of clause 4.2.3(a)(ii),
each Property that experiences three
or more Uncontrolled Wastewater
Overflows in a financial year is to be
counted once only in that financial
year.

Interpretation of standards

In the case of any ambiguity in the interpretation or
application of any System Performance Standard,
IPART’s interpretation or assessment of the
application of the System Performance Standard
will prevail.

Response time for water main breaks

Sydney Water must report, in accordance with the
Reporting Manual, on response times for water
main breaks and leaks.

Priority Sewerage Program

Sydney Water must co-operate with, and participate
in, any Government review of the Priority Sewerage
Program.

If required by the Minister, Sydney Water must
implement and comply with any outcomes (including
timeframes) of a Government review of the Priority
Sewerage Program.

Audit

NR

SC

SC

SC

This clause was last audited in
2017 and Sydney Water was
assigned a Full Compliance
grade.

Audit if triggered by a review.

Audit if triggered by a Ministerial
direction.
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5 Customer and Consumers

5.1 Customer Contract

5.1.1 The Customer Contract sets out the rights and NR

obligations of Customers and Sydney Water in
relation to the Services provided in accordance with
this Licence.

5.1.2 Sydney Water must make a copy of the Customer SC
Contract available to any person, free of charge:

a) on its website for downloading; and
b) upon request made to the Contact Centre.

5.2 Providing information

5.2.1 Sydney Water must prepare a pamphlet that: Audit

a) provides a brief explanation of the
Customer Contract;

b) summarises the key rights and obligations
of Customers under the Customer
Contract;

c) refers to the types of account relief
available for Customers experiencing
financial hardship;

d) outlines the rights of Customers to claim a
rebate and the conditions that apply to
those rights;

e) contains information regarding how to
contact Sydney Water by telephone, email
or post; and

f)  contains information regarding the ability
for a Customer to enter into agreements
with Sydney Water (separate to the
Customer Contract) for the provision by
Sydney Water of Services to the Customer.

5.2.2 Sydney Water must update the pamphlet prepared SC
under clause 5.2.1 to reflect any variations made to
the Customer Contract.

5.2.3 Sydney Water must: Audit

a) provide the pamphlet prepared under
clause 5.2.1 and pamphlet updates made
under clause 5.2.2, free of charge to:

i) Customers at least annually with their
Bills; and

i) any person upon request made to the
Contact Centre; and

b) make the pamphlet prepared under clause
5.2.1 and pamphlet updates made under
clause 5.2.2 available on its website for
downloading by any person, free of charge,
within 60 days of the commencement of the
Customer Contract or pamphlet update as
the case may be.
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clause requirement
5.2.4 Sydney Water must advertise in a Sydney-based SC This clause was last audited in
newspaper at least annually on: the 2017 audit and Sydney Water
a) the types of account relief available for was assigned a Full Compliance
Customers experiencing financial hardship; grade.
and
b) rights of Customers to claim rebates and
the conditions that apply to those rights.
5.3 Consumers
5.3.1 Sydney Water’s obligations under the Customer SC

Contract relating to Complaint handling and
Complaint resolution procedures are extended to
Consumers as if Consumers were parties to the
Customer Contract.

5.4 Assistance Options for Payment Difficulties and
Actions for Non-Payment
54.1 Sydney Water must maintain and fully implement: Audit This clause was last audited in
a) a financial hardship policy that assists 2016 and Sydney Water was
residential Customers experiencing assigned a Full Compliance
financial hardship grade.

b) procedures relating to a payment plan for
residential Customers who are responsible
for paying their Bills and who are, in
Sydney Water's reasonable opinion,
experiencing financial hardship;

c) procedures for identifying the
circumstances under which Sydney Water
may disconnect or restrict the supply of
water to a Customer’s Property; and

d) provisions for self-identification,
identification by community welfare
organisations and identification by Sydney
Water of residential Customers
experiencing financial hardship, (the
Assistance Options for Payment Difficulties
and Actions for Non-Payment).

5.4.2 Sydney Water must set out, in the Customer SC
Contract:

a) the Assistance Options for Payment
Difficulties and Actions for Non-Payment;
and

b) the options under the Assistance Options
for Payment Difficulties and Actions for
Non-Payment that are available to Private
Residential Tenants who pay usage
charges to Sydney Water.
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5.4.3 Sydney Water must provide, free of charge, an SC

explanation of the Assistance Options for Payment
Difficulties and Actions for Non-Payment to:

a) residential Customers, at least annually
with their Bills;

b) residential Customers who Sydney Water
identifies as experiencing financial hardship
on the date that Sydney Water first
identifies that the Customer is experiencing
financial hardship; and

c) any other person upon request made to the
Contact Centre.

5.4.4 Sydney Water must make the explanation of the SC
Assistance Options for Payment Difficulties and
Actions for Non-Payment referred to in clause 5.4.3
available on its website for downloading by any
person, free of charge.

5.5 Customer Council and Customer Council Charter

5.5.1 Sydney Water must maintain and regularly consult Audit This clause was last audited in
with organisations representing a broad cross 2016 and Sydney Water was
section of its Customers and Consumers through assigned a Full Compliance
the Customer Council. grade.

5.5.2 Sydney Water must utilise the Customer Council to, Audit This clause was last audited in
among other things, obtain advice on the interests 2016 and Sydney Water was
of Sydney Water's Customers and Consumers, the assigned a Full Compliance
Customer Contract and such other key issues grade.

related to Sydney Water’s planning and operations
as Sydney Water may determine, consistent with
the Customer Council Charter (referred to in clause
5.5.4).
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5.5.3 Sydney Water must: Audit This clause was last audited in

a) ensure that, at all times, the membership of

b)

the Customer Council is appointed and
determined by Sydney Water in
accordance with the Customer Council
Charter, and

use its best endeavours to include, as
members of the Customer Council, at least
one person representing each of the
following categories:

i)

v)
Vi)
vii)

business groups, including small,
medium and large business and non-
residential customers;

consumer groups;

organisations representing low income
households;

people living in rural and urban fringe
areas;

residential consumers;
environmental groups;
local government;

viii) older people;

ix)

X)

Xi)

people with disabilities;
indigenous Australians; and

people from non-English speaking
backgrounds.

2016 and Sydney Water was
assigned a Full Compliance
grade.

2018 operational audit scope Sydney Water Corporation IPART
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554

5.5.5

5.5.6

5.5.7

Sydney Water and members of the Customer
Council must, for the term of this Licence, maintain
a charter (the Customer Council Charter) that
addresses all of the following issues:

a) the role of the Customer Council;

b) selection criteria on how members of the
Customer Council will be drawn from the
community and information on how
vacancies for membership will be
advertised;

c) the processes for appointment of new
members;

d) the term for which members are appointed;

e) information on how the Customer Council
will operate;

f) adescription of the type of matters that will

be referred to the Customer Council and
how those matters will be referred;

g) procedures for the conduct of Customer
Council meetings, including the
appointment of a chairperson and the

requirement to invite, on an annual basis, a

co-chair of the Customer Council from
Customer representatives;

h) procedures for communicating the
outcomes of the Customer Council’'s work
to the public;

i) procedures for monitoring issues raised at
meetings of the Customer Council and
ensuring appropriate follow-up of those
issues; and

j) funding and resourcing of the Customer
Council by Sydney Water.

Sydney Water must provide the Customer Council
with information in Sydney Water’s possession or
under its control necessary to enable the Customer
Council to discharge the tasks assigned to it, other
than information or documents that are confidential
(including documents that are subject to client legal
privilege).

Sydney Water must make a copy of the Customer
Council Charter and minutes from proceedings of
the Customer Council, available to any person, free
of charge:

a) on its website for downloading; and
b) upon request made to the Contact Centre.

Sydney Water and the Customer Council may each
propose any amendments to the Customer Council
Charter. However, such amendments will not be
effective until they have been approved by both
Sydney Water and the Customer Council.

This clause was last audited in
2016 and Sydney Water was
assigned a Full Compliance
grade.

Audit

This clause was last audited in
2016 and Sydney Water was
assigned a Full Compliance
grade.

Audit

SC

NR
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5.6
5.6.1

5.6.2

5.6.3

5.6.4

5.7
571

5.7.2

Internal complaints handling

Sydney Water must maintain a procedure for
receiving, responding to and resolving Complaints,
which is consistent with the Australian Standard
AS/NZS 10002:2014 — Guidelines for complaint
handling in organisations (AS/NZS 10002:2014)
(the Internal Complaints Handing Procedure).

Sydney Water must ensure that the Internal
Complaints Handling Procedure is fully
implemented and that all relevant activities are
carried out in accordance with the Internal
Complaints Handling Procedure

Sydney Water must provide to Customers, at least
annually with their Bills, information concerning
internal complaints handling, which explains how to
make a Complaint and how Sydney Water will
receive, respond to and resolve Complaints.

Sydney Water must make the information
concerning internal complaints handling referred to
in clause 5.6.3 available to any person, free of
charge:

a) on its website for downloading; and

b) upon request made to the Contact Centre
External dispute resolution scheme

Sydney Water must be a member of the Energy and
Water Ombudsman NSW to facilitate the resolution,
by a dispute resolution body, of disputes between
Sydney Water and its Customers and Consumers.

Sydney Water must:

a) prepare a pamphlet that explains the
operation of the dispute resolution service
provided by the Energy and Water
Ombudsman NSW, including any right to
have a Complaint or dispute referred to the
Energy and Water Ombudsman NSW and
how such a Complaint or dispute can be
assessed;

b) provide a copy of the pamphlet prepared
under clause 5.7.2(a), free of charge to
Customers at least once a year with their
Bills; and

c) make a copy of the pamphlet prepared
under clause 5.7.2(a) available to any
person, free of charge:

i) on its website for downloading; and

i) upon request made to the Contact
Centre.

SC

SC

SC

SC

SC

SC
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clause requirement
5.8 Code of conduct
Sydney Water must use its best endeavours to co- Audit This clause was last audited in
operate with each Licensed Network Operator and 2017 and Sydney Water was
Licensed Retail Supplier within the Area of assigned a Full Compliance
Operations that seeks to establish with Sydney grade.
Water a code of conduct of the kind referred to in Audit to determine if Sydney
clause 25 of the WIC Regulation. Water is using ‘best endeavours’
where a code of conduct is
sought to be established.
IPART is aware of at least four
Utility Service Agreements in
place between WIC Act licensees
and Sydney Water which fulfil the
requirements of a Code of
Conduct under clause 25 of the
WIC Regulation.
6 Environment
6.1 Environment management
6.1.1 Sydney Water must maintain a Management SC

System certified to Australian Standard AS/NZS
ISO 14001:2004: Environmental Management
Systems — Requirements with guidance for use (the
Environmental Management System).

6.1.2 Sydney Water must fully implement, and carry out SC
all relevant activities in accordance with, the
Environmental Management System.

6.1.3 Sydney Water must notify IPART, in accordance SC
with the Reporting Manual, of any significant
changes that it proposes to make to the
Environmental Management System.

6.1.4 Sydney Water must provide IPART, in accordance SC
with the Reporting Manual, with a report on the
outputs of the Environmental Management System.

6.2 Environmental indicators

6.2.1 Sydney Water must: SC

a) prepare indicators of the direct impact on
the environment of Sydney Water's
activities (the Environmental Performance
Indicators);

b) monitor and compile data on the
Environmental Performance Indicators; and

c) report on the Environmental Performance
Indicators in accordance with the Reporting

Manual.
7 Quality Management
7.1 Quality Management System
7.1.1 By 30 June 2017, Sydney Water must develop a SC

Management System that is consistent with the
Australian Standard AS/NZS ISO 9001:2008:
Quality Management Systems - Requirements (the
Quality Management System).
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7.1.2 Sydney Water must ensure that: Audit Audit to determine if QMS is
a) by 30 June 2018, the Quality Management certified and that certification is
System is certified by an appropriately maintained.

qualified person to be consistent with the
Australian Standard AS/NZS ISO
9001:2008: Quality Management Systems
— Requirements; and

b) once the Quality Management System is
certified under clause 7.1.2(a), the
certification is maintained during the
remaining term of this Licence.

7.1.3 By 30 June 2018, Sydney Water must ensure that Audit To award Full Compliance,
the Quality Management System is fully evidence must demonstrate that
implemented and that all relevant activities are a compliant system was in place,
carried out in accordance with the Quality fully implemented and that all
Management System. activities are carried out in
accordance with the QMS by the
due date.
7.1.4 Sydney Water must notify IPART, in accordance SC Audit following notice of change.

with the Reporting Manual, of any significant
changes that it proposes to make to the Quality
Management System.

8 Performance monitoring
8.1 Operational audits

8.1.1 IPART may undertake, or may appoint an Auditor to
undertake, an audit of Sydney Water's compliance
with any of the following:
this Licence;
the Reporting Manual; and

any matters required by the Minister; (the
Operational Audit).

8.1.2 Sydney Water must, within a reasonable time period
of a receiving a request from IPART or an Auditor to
provide information, provide IPART or the Auditor
with all the information in Sydney Water’'s
possession, or under Sydney Water’s custody or
control, which is necessary to conduct the
Operational Audit, including any information that is
reasonably requested by IPART or an Auditor.
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clause

8.1.3 For the purpose of any Operational Audit or
verifying a report on an Operational Audit, Sydney
Water must, within a reasonable time period of
receiving a request from IPART or an Auditor,
permit IPART or the Auditor to:

a) access any works, premises or offices
occupied by Sydney Water;

b) carry out inspections, measurements and
tests on, or in relation to, any such works,
premises or offices;

c) take on to any such premises or offices any
person or equipment necessary for the
purpose of performing the Operational
Audit or verifying any report on the
Operational Audit;

d) inspect and make copies of, and take
extracts from, any books and records of
Sydney Water that are maintained in
relation to the performance of Sydney
Water’s obligations under this Licence
(including the Reporting Manual); and

e) discuss matters relevant to the Operational
Audit or any report on the Operational Audit
with Sydney Water, including Sydney
Water's officers and employees.

8.2 Reporting

8.2.1 Sydney Water must comply with its reporting
obligations set out in the Reporting Manual, which
include:

a) reporting to IPART and NSW Health in
accordance with the Reporting Manual;

b) making reports and other information
publicly available, in the manner set out in
the Reporting Manual; and

c) reporting to IPART on Sydney Water’'s
performance against the National Water
Initiative Performance Indicators.

8.2.2 Sydney Water must maintain sufficient record
systems that enable it to report accurately in
accordance with clause 8.2.1.

8.3 Provision of information

8.3.1 Sydney Water must provide IPART with information
relating to the performance of any of Sydney
Water’s obligations under clause 8.2 (including
providing IPART with physical and electronic access
to the records required to be kept under clause 8.2)
within a reasonable time period of Sydney Water's
receiving a request from IPART for that information

8.3.2 Sydney Water must provide IPART with such

information as is reasonably required to enable
IPART to conduct any review or investigation of
Sydney Water's obligations under this Licence
within a reasonable time period of Sydney Water's
receiving a request from IPART for that information.

IPART 2018 operational audit scope Sydney Water Corporation

2018 audit
requirement

Comments to the auditor

NSW Health is satisfied that
Sydney Water has met its
obligations relevant to water
quality under the operating
licence (Letter to IPART, 17
August 2018).

NSW Health noted that Sydney
Water provides water quality
reports to NSW Health and
notifies incidents in accordance
with agreed protocols.

SC

SC

SC

SC



HIEEES Operating Licence obligation 2018 e Comments to the auditor
clause requirement
8.3.3 If Sydney Water contracts out any of its activities to SC
any person (including a subsidiary) it must take all
reasonable steps to ensure that, if required by
IPART or an Auditor, any such persons provide
information and do the things specified in clause 8.1
as if that person were Sydney Water.
8.3.4 If IPART or an Auditor requests information under SC
clause 8 which is confidential, the information must
be provided to IPART or the Auditor, subject to
IPART or the Auditor entering into reasonable
arrangements to ensure that the information
remains confidential.
8.3.5 Sydney Water must provide NSW Health with SC NSW Health is satisfied that
information relating to water quality in the manner Sydney Water has met its
and form specified by NSW Health within a obligations relevant to water
reasonable time period of receiving NSW Health’'s quality under the operating
request. licence (Letter to IPART,
[Note: Under section 19 of the Public Health Act 17?3?#8: 2038)' NV\S/V\{ Health
2010 (NSW), the Director General of the NSW noted fhat sydney tvater
Ministry of Health may require Sydney Water to provides water quahtly. reports to
produce certain information.] NSW Heqlth and notifies ;
: incidents in accordance with
agreed protocols.
8.4 Performance indicators and system performance
standards
84.1 Sydney Water must maintain record systems that Audit This clause was last audited in
are sufficient (to IPART's satisfaction) to enable 2017 and Sydney Water was
Sydney Water to measure accurately its assigned a High Compliance
performance against the performance indicators grade.
and System Performance Standards specified in the Audit to focus on record systems
Reporting Manual. that measure Sydney Water’s
performance against the systems
performance standards. Not
required to audit IPART
performance indicators this year.
8.4.2 In the case of any ambiguity in the interpretation or NR
application of any performance indicators specified
in the Reporting Manual, IPART’s interpretation or
assessment of the application of the indicators will
prevail.
9 Memorandum of understanding
9.1 NSW Health
9.1.1 Sydney Water must maintain the memorandum of SC

understanding with NSW Health entered into under
section 35 of the Act.

NSW Health is satisfied that
Sydney Water has met its
obligations under the MoU (Letter
to IPART, 17 August 2018).

2018 operational audit scope Sydney Water Corporation IPART 23
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Licence

clause Operating Licence obligation

9.1.2 The purpose of the memorandum of understanding
referred to in clause 9.1.1 is to form the basis for co-
operative relationships between the parties to the
memorandum of understanding. In particular, the
purpose of the memorandum of understanding
referred to in clause 9.1.1 is to recognise the role of
NSW Health in providing advice to the NSW
Government in relation to Drinking Water quality
standards and the supply of water which is safe to
drink.

9.1.3 The memorandum of understanding referred to in
clause 9.1.1 must include arrangements for Sydney
Water to report to NSW Health information on any
events in relation to Sydney Water’s systems or
Services, which may pose a risk to public health.

9.2 Environment Protection Authority

9.2.1 Sydney Water must maintain the memorandum of SC
understanding with the Environment Protection
Authority entered into under section 35 of the Act.

9.2.2 The purpose of the memorandum of understanding
referred to in clause 9.2.1 is to form the basis for co-
operative relationships between the parties to the
memorandum of understanding. In particular, the
purpose of the memorandum of understanding
referred to in clause 9.2.1 is to recognise the role of
the Environment Protection Authority as the
environment regulator of New South Wales and to
commit Sydney Water to environmental obligations.

9.3 Water Administration Ministerial Corporation

9.3.1 Sydney Water must maintain the memorandum of SC
understanding with the Water Administration
Ministerial Corporation (WAMC) entered into under
section 35 of the Act.

9.3.2 The purpose of the memorandum of understanding
referred to in clause 9.3.1 is to form the basis for co-
operative relationships between the parties to the
memorandum of understanding. In particular, the
purpose of the memorandum of understanding
referred to in clause 9.3.1 is to recognise the role of
WAMC in regulating water access, use and
management and Sydney Water’s right to use water
vested in WAMC.

IPART 2018 operational audit scope Sydney Water Corporation

2018 audit
requirement

Comments to the auditor

NSW Health is satisfied that
Sydney Water has met its
obligations under the MoU (Letter
to IPART, 17 August 2018). NSW
Health noted that Sydney Water
provides water quality reports to
NSW Health and notifies
incidents in accordance with
agreed protocols.

The Environment Protection
Authority (EPA) considers that
the MoU is performing
satisfactorily as a sound basis for
understanding and managing the
relationship between Sydney
Water and the EPA (Letter to
IPART, 10 August 2018).



Licence . . L 2018 audit .
clause Operating Licence obligation requirement Comments to the auditor
9.4 Fire and Rescue NSW
9.4.1 Sydney Water must use its best endeavours to
develop and enter into a memorandum of
understanding with Fire and Rescue NSW
(FRNSW) by 31 December 2015.
9.4.2 Once the memorandum of understanding referred to Audit We have not received Fire and
in clause 9.4.1 is developed and entered into, Rescue NSW comments (as of
Sydney Water must use its best endeavours to 31 August) on Sydney Water's
comply with the memorandum of understanding. performance against this clause.
We will provide additional
information prior to the audit
interview if available.
9.4.3 The purpose of the memorandum of understanding

referred to in clause 9.4.1 is to form the basis for co-
operative relationships between the parties to the
memorandum of understanding. In particular, the
purpose of the memorandum of understanding
referred to in clause 9.4.1 is to:

a) develop the roles and responsibilities of the
parties to the memorandum of
understanding as they relate to each other;

b) identify the needs and constraints of the
parties to the memorandum of
understanding as they relate to each other;
and

c) identify and develop strategies for efficient
and effective provision of firefighting water
consistent with the goals of each party to
the memorandum of understanding.

2018 operational audit scope Sydney Water Corporation IPART 25



HIEEES Operating Licence obligation 2018 sl Comments to the auditor
clause requirement
9.4.4 The memorandum of understanding referred to in SC

clause 9.4.1 must require:

a) the establishment of a working group,
comprised of representatives from Sydney
Water and FRNSW; and

b) the working group to consider the following
matters (at a minimum):

i) arrangements regarding information
sharing between Sydney Water and
FRNSW;

ii) agreed timelines and a format for
Sydney Water to provide a report to
FRNSW detailing the network
performance with regard to availability
of water for firefighting (taking into
account the minimum available flow
and pressure in localised areas of the
network);

iii) arrangements for Sydney Water to
consult with FRNSW in the design of
new assets and planning of system
maintenance, where planning indicates
that minimum available flow and
pressure may unduly impact firefighting
in the network section under
consideration; and

iv) other matters as agreed by both

parties to the memorandum of
understanding.

[Note: Clauses 9.1.1, 9.2.1, 9.3.1 and 9.4.1 do not
limit the persons with whom Sydney Water may be
a party to a memorandum of understanding.]

10 End of Term Review
10.1 End of Term Review

10.1.1 Itis anticipated that a review of this Licence will
commence in the first quarter of 2019 to investigate:

a) whether this Licence is fulfilling its
objectives; and

b) any issues which have arisen during the
term of this Licence, which may affect the
effectiveness of this Licence; (the End of
Term Review).

10.1.2  Sydney Water must provide the person undertaking
the End of Term Review with such information as is
reasonably required to enable the person to
undertake the End of Term Review. Sydney Water
must provide that person with such information as
the person requests within a reasonable time period
of receiving that request.

Source: Sydney Water Corporation five year audit program.

26 | IPART 2018 operational audit scope Sydney Water Corporation
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Table 3

Recommendations / outstanding items from previous audits

Recommendation
number

Operational
issue (licence

IPART’s recommendation to the Minister
reference where

2017 audit findings, and status as reported by
utility on 28 March 20182

Guidance for 2018
audit

applicable)
2015-16-2 2.2.2 Sydney Water should review recycled water This recommendation was a new Auditor to assess for
Water Quality —  monitoring requirements in consultation with recommendation in the 2016 audit that captured completion.
Recycled Water NSW Health to confirm that all validated UV the remaining tasks of recommendation 2014-15- A|so see new
units are operating within their UVT validation 4 from the 2016 audit of Sydney Water. recommendations
envelope, appropriate to the dose monitoring  Sydney Water provided ultraviolet transmissivity —made for
strategy in place (by 30 March 2018). (UVT) performance assessment reports for the  recommendations

Rouse Hill, Castle Hill and Wollongong (Stage 2)
Water Recycling Plants (WRP). All the UVT
samples for Rouse Hill were above the validated
UVT upper limit of 70%. The Wollongong
ultraviolet radiation (UV) unit had one sample out
of seven that was below the validated UVT range
and Castle Hill had two samples out of ten that
were below the validation limit of 65%. Sydney
Water also conducted verification testing of the
UV units.

NSW Health has advised that to date it has been
sufficiently consulted with respect to this
recommendation and their understanding is that
work by Sydney Water is ongoing to meet the
deadline of 30 March 2018.

Sydney Water has made good progress on this
recommendation and it is on track to meet the
March 2018 deadline.

Sydney Water did not address this item in its
status report.

2016-17-5 and 2016-
17-6.

NSW Health did not

provide comment on
this particular matter
(Letter to IPART,

17 August 2018).
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Recommendation

Operational

issue (licence IPART’s recommendation to the Minister

2017 audit findings, and status as reported by Guidance for 2018

number reference where utility on 28 March 20182 audit
applicable)
2016-17-1 1.9.1 By 30 June 2018: Substance charges for commercial customers Audit for completion.
Licence and - ensure that substance charges for Sydney Water has updated its billing system to
Llcenc_e ) commercial customers are charged to apply substance charges for commercial
authorisation - three decimal places in accordance with customers to three decimal places. This occurred
Pricing the IPART, Sydney Water Corporation for all bills issued from 1 November 2017.

maximum, prices for water, sewerage,
stormwater drainage and other services
from 1 July 2016, and

— develop and implement an auditable
quality assurance process to confirm the
accuracy of data entry of set fees.

Updating of annual prices

Sydney Water's IPART determined prices cover a
wide variety of services and are levied via several
internal systems. Some of these systems have
documented processes in place for the annual
updating of prices to adjust for CPI, while others
do not.

In February 2018, Sydney Water undertook a gap
analysis to confirm the business areas
responsible for updating prices annually in these
systems and where documented processes or
procedures are currently in place.

Based on this work, Sydney Water is in the
process of developing auditable processes for the
annual updating of prices where these currently
do not exist.
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Recommendation
number

Operational
issue (licence
reference where

IPART’s recommendation to the Minister

2017 audit findings, and status as reported by
utility on 28 March 20182

Guidance for 2018
audit

applicable)

2016-17-2 2.1.2 Invite NSW Health to all risk assessments (eg, Sydney Water will invite NSW Health to all risk Audit for completion.
Water Quality —  catchment to tap or system risk assessments) assessment workshops that will consider public
Drinking Water  undertaken in relation to Sydney Water's health risks. Sydney Water will systematise this NSW Health

systems (whether or not the system is
operated by Sydney Water) that will consider
public health risks.

requirement by adding it to the related water
quality risk assessment procedures. In line with
the scope of the Operating Licence condition,
Sydney Water will limit the systematised invitation
of NSW Health to only risk assessment
workshops convened under the Drinking Water
Quality Management System and Recycled Water
Quality Management System. However, Sydney
Water may request NSW Health involvement in
other forms of risk assessment concerning public
health, in line with the Memorandum of
Understanding with NSW Health.

participated in risk
assessments for four
water filtration plants.
NSW Health noted
that Sydney Water is
continuing to consult
with NSW Health to
update and
implement risk
assessment
processes following
the last audit (Letter
to IPART, 17 August
2018).
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Recommendation
number

Operational
issue (licence
reference where
applicable)

IPART’s recommendation to the Minister

2017 audit findings, and status as reported by
utility on 28 March 20182

Guidance for 2018
audit

2016-17-3

2.1.2
Water Quality —
Drinking Water

By 30 June 2018:

in consultation with NSW Health, update
and implement the risk assessment
process to ensure adequacy of inputs to,
and outputs from, the risk assessment and
ensure inputs include a generalised
process flow diagram and the attendance
of relevant stakeholders

— in consultation with NSW Health, develop

or update all system process flow diagrams
against the requirements of Element 2,
Component 1, Action 2 (A generalised flow
diagram should be constructed describing
the water supply system from catchment to
consumer) of the Australian Drinking Water
Guidelines, and

— use the process flow diagram currently

being developed for the Nepean water
filtration plant, to review the risk
assessment for that plant.

Sydney Water provided NSW Health a position
paper "Operational Audit 2016--17 Water Quality
Recommendations Proposed Approach for
Discussion". A meeting with NSW Health was
held in February 2018 and an agreed approach to
respond to the audit recommendation has been
developed. Sydney Water is now implementing
the agreed actions:

a) In consultation with NSW Health, Sydney
Water has developed a risk assessment
procedure that addresses the audit
recommendations. Sydney Water is also
conducting risk assessment workshops with NSW
Health using the revised procedure. Sydney
Water will fully implement this action by 30 June
2018.

b) In consultation with NSW Health, Sydney
Water has developed specifications for process
flow diagrams in line with the recommendations
from the audit. Sydney Water is currently
updating all flow diagrams and using the updated
flow diagrams for risk assessment workshops.
Sydney Water will fully implement this action by
30 June 2018.

¢) Using the revised procedures above, the
updated process flow diagram for Nepean will be
used for the risk assessment workshop for
Nepean Water Filtration Plant (scheduled for April
2018).

Audit for completion.

See guidance notes
for 2016-17-2 above.
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number reference where utility on 28 March 20182 audit
applicable)
2016-17-4 2.2.2-Water By 31 March 2018, complete a desktop review Sydney Water has almost finalised its desktop Audit for completion.
Quality of the most recent compliance inspections for  review of the most recent compliance inspections NSW Health noted
Recycled Water all end user sites to identify any outstanding for all end user sites to identify high risk non- that Sydney Water is
high risk non-compliances and initiate compliances. working to develop
appropriate action to address non- Based on feedback received from NSW Health  an interruption to
compliances, including interruption of supply  during discussions on 26 February 2018, high risk supply procedure for
where appropriate. non-compliances have been defined as those recycled water and to
relating to backflow prevention and cross- review preventative

connections. In line with this discussion, Sydney  measures for end-
Water is finalising its review with a focus on these users sites in
areas. consultation with

The desktop review is on track to be completed =~ NSW Health. NSW
by 31 March 2018, and Sydney Water will initiate  Health is satisfied
appropriate actions to address any high risk non- With Sydney Water's

compliances identified through the review. progress in the
rolling review of

recycled water
scheme plans (Letter
to IPART,

17 August 2018).
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Recommendation
number

Operational
issue (licence
reference where
applicable)

IPART’s recommendation to the Minister

2017 audit findings, and status as reported by
utility on 28 March 20182

Guidance for 2018
audit

2016-17-5

2.2.2-Water

Quality
Recycled Water

By 30 June 2018:

@

(b)

(©)

in consultation with NSW Health, develop
an interruption to supply process where
end users are not meeting their obligations
under their end user agreement or the
Recycled Water Quality Management Plan

in consultation with NSW Health, review
the preventive measures for end user sites
(on-site preventive measures) as
documented in the recycled water
management system and supporting
material, including the content of the
Annual Declaration and compliance
inspection checklist, to ensure they are
appropriate to the level of risk, and
review the role and associated
competencies for Sydney Water staff and
contractors who are responsible for
verifying the on-site preventive measures.

a) The current end user agreements contain
mechanisms to interrupt the supply of recycled
water to end users that are not meeting their
obligations. To support this, Sydney Water will
draft an interruption of supply process that
highlights actions to take to restrict supply and
share this with NSW Health. This process will
focus on suspending supply to customers that
have not resolved high risk non-compliances.

b) Sydney Water has provided a position paper to
NSW Health and held initial discussions.

Sydney Water will be further discussing this
recommendation with NSW Health shortly,
specifically with regards to confining the list of
preventative measures to those required under
the recycled water guidelines.

The outcome of this discussion will inform the
review of the relevance of current preventative
measures, the content of the annual declaration,
and the content and/or relevance of the
compliance inspection checklist. It will also
highlight what amendments to end user
agreements are required. Any changes to the
annual declaration, the inspection checklist and
the end user agreements will be implemented
post review (after 30/6/18).

Sydney Water is concurrently reviewing the list of
on-site preventative measures included in its
recycled water management system.

c¢) The role and associated competencies will be
reviewed pending the outcome of part (b) above.

Audit for completion.

See guidance notes
for 2016-17-4 above.
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Recommendation
number

Operational
issue (licence
reference where

IPART’s recommendation to the Minister

2017 audit findings, and status as reported by
utility on 28 March 20182

Guidance for 2018
audit

applicable)

2016-17-6 2.2.2-Water By 30 June 2019: a) Sydney Water will develop a training package  Review progress.
Quality (a) ensure Sydney Water staff and contractors 0 ensure the competence of relevant staff and ~ See guidance notes
Recycled Water who are responsible for verifying the on-  contractors. for 2016-17-4 above.

site preventive measures are trained and
assessed as competent to implement their
responsibilities

(b) establish and implement a process for on-
going competency assessment, and

(c) review all end user sites to confirm end
users are meeting their obligations under
their end user agreement or the Recycled
Water Quality Management Plan and
implement the interruption to supply
process where appropriate.

b) As part of the above training package, an
ongoing competency assessment program will be
developed.

c) Sydney Water will review the status of end
users with regards to meeting their obligations
under their end user agreement. Any high-risk
non-compliances will be managed through the
interruption to supply process, where appropriate.
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Recommendation

Operational
issue (licence

IPART’s recommendation to the Minister

2017 audit findings, and status as reported by Guidance for 2018

number reference where utility on 28 March 20182 audit
applicable)
2016-17-7 23.1 By 30 June 2018, ensure all Sydney Water At 28 March 2018, the following Audit for completion.
Water Quality —  fluoridation systems are designed, installed, recommendations have been completed: NSW Health noted
Fluoridation and operated in accordance with the NSW b) ensuring water traps remain filled at Nepean  that Sydney Water
Code Code of practice for fluoridation of public water \vater Filtration Plant. All other sites complied will consider the risk
supplies 2011 (unless an exemption has been  with Code of Practice. of incorrect fluoride
received from NSW Hea'th), with particular C) providing appropriate colour Coding and ana]yser as part of its
reference to: marking of dosing pipes at Nepean WFP. All response to previous
(a) ensuring the dosing capacity of the fluoride other sites complied the Code of Practice. audit

(b)
(©)

(d)
(e)

®

(9)

(h)

dosing equipment does not exceed 110%

of the target dose rate

ensuring water traps remain filled
providing appropriate colour coding and
marking of dosing pipes

replacing dust mask filters every 13 weeks
maintaining a minimum of three months
storage of fluoridating agent or apply for an
exemption from this minimum standard
8.2.1.1 from NSW Health

ensuring emergency response plans are
consistent with Appendix C of the NSW
Code of practice for fluoridation of public

water supplies 2011

submitting written notifications to cover all
periods of repair/maintenance, and
ensure internal audits assess compliance
with all relevant requirements of Chapter 5
of the NSW Code of practice for
fluoridation of public water supplies 2011.

recommendations
relating to fluoride
(Letter to IPART,
17 August 2018)

d) replacing dust mask filters every 13 weeks at
Prospect WFP). All other sites complied with
Code of Practice.

g) submitting written notifications to cover all
periods of repair/maintenance.

For the remaining actions (a, e, f, and h) , Sydney
Water and NSW Health have agreed to meet and
discuss the recommendations from the audit to
ensure Sydney Water's proposed actions meet
the requirements of NSW Health. Sydney Water
will implement the actions in consultation with
NSW Health by 30 June 2018.
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Recommendation
number

Operational
issue (licence

IPART’s recommendation to the Minister
reference where

2017 audit findings, and status as reported by
utility on 28 March 20182

Guidance for 2018
audit

applicable)

2016-17-8 8.4.1 By 31 March 2018: Sydney Water have indicated that this Audit not required.
Performance (a) review its reporting process for recommendation is complete.
monitoring — infrastructure indicator I5 to provide Sydney Water has conducted a review of the This
_Per_formance assurance for future reported data, and process used to compile the I5 report. This clearly recommendation
indicatorsand ) gyajyate the data it has historically identified that a manual calculation error was the  does not require
system reported for indicator 15 and report primary factor for the incorrect number being follow up.
pterfc:jrmgnce corrected data if necessary. reported. As a result of this, Sydney Water has  performance
standards

updated the 15 Performance Indicator (PI) Sheet
to include the methodology to be used to ensure
future reporting data is correct. As a secondary
control, the template used for the annual
summary of pressure performance has now been
modified to have a distinct field for the auto-
calculation of 15, removing the need for a manual
calculation.

Historical data was reviewed for the last five
years from 2012-13 to 2016-17, which identified
that-the data was reported incorrectly for 2015-16
and 2016- 17. For 2015-16 the reported number
was 96, with the correct number being 106 and
for 2016-17 the reported number was 73, with the
correct number being 40. All other years in that
period were reported correctly. Sydney Water will
make these corrections to historical data in its
2017-18 Performance Indicators Report, due to
be submitted to IPART by 1September 2018.

indicator referred to
in this
recommendation is
no longer required to
be reported in 2017-
18.
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Operational

Recommendation issue (licence

IPART’s recommendation to the Minister

2017 audit findings, and status as reported by

Guidance for 2018

number reference where utility on 28 March 20182 audit
applicable)
2016-17-9 8.4.1 By 30 June 2018: Sydney Water have indicated that this Audit not required.
Performance (a) assess whether its current processes for ~ fecommendation is complete.
monitoring — capturing site evidence for sewage a) Sydney Water has assessed its current This
Performance overflow events and its compliance with its process for the capture of site evidence for recommendation
indicators and processes is sufficient for its business sewage overflow events and considers it is does not require
system processes, and adequate for business needs and the current follow up.
performance (b) demonstrate that it has in place an compliance meets business requirements. Performance
standards appropriate audit trail for events where the b) There are two audits currently in place relating indicators referred to
priority has been changed. to priority changes. Weekly to check non- in this
compliance with internal response time targets recommendation are
and monthly to check all priority changes. Audit no longer required to
processes exist for all priority changes in both be reported in 2017-
water and waste water activities. These are 18.
managed by the Civil Delivery works
programming team. As with all data integrity
issues, all audit processes are followed by data
correction processes and if required, additional
actions are implemented to improve business
data integrity.
2016-17-10 8.4.1 By 31 December 2018, put in place A fact sheet is to be issued to all crew members  Audit not required.
Performance appropriate measures to ensure that overflow  detailing the process for accurate recording of
monitoring — ceased times are recorded accurately in future. overflow cease times. This instruction reinforces g
Performance the following mandatory requirements: recommendation
indicators and —  All sewer overflows must contain a sewer does not require
system overflow cease time follow up.
performance —  Where no sewer overflow has occurred, this  Performance
standards

Source: Sydney Water Corporation 31 March Report

must be detailed in the MXES work order log.

e.g. no overflow cease time recorded as no
overflow occurred due there being no
wastewater escape to the environment.
Both above requirements will be managed
through the Civil Delivery internal audit and error
correction processes.

indicator referred to
in this
recommendation is
no longer required to
be reported in 2017-
18.
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Table 4 Previous field verification locations for Sydney Water Corporation

Audit year
2018 (proposed)

2017

2016

2015

2014

2013

2012

2011

Location

Cascade
Parklea

Rouse Hill

Nepean
Prospect
Campbelltown
Liverpool
Guildford

Orchard Hill
Preston
Cronulla

Parklea

Box Hill

North Richmond
Rouse Hill

West Camden
Warragamba

Macarthur
Liverpool
Liverpool
West Hoxton

Wollongong
Woronora

Heathcote

N/A
Orchard Hills

Drummoyne

Facility
Water Filtration Plant

Drinking and Recycled Water

Reservoirs, and rechlorination station
Water Recycling Plant and network

Water Filtration Plant
Water Filtration Plant
Reservoir

Water Recycling Plant

Water main renewal - maintenance

Water Filtration Plant
Maintenance Depot
Wastewater Treatment Plant

Reservoir

Pumping Station
Water Filtration Plant
Water Recycling Plant

Water Recycling Plant
Water Filtration Plant
South West Growth Area

Water Filtration Plant
Customer Service Centre
Water Recycling Plant
Priority Sewage Project

Water Recycling Plant
Water Filtration Plant

Reservoir

Three treated water reservoirs
Water Filtration Plant

Mains flushing
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2018 Operational Audit Report - Sydney Water

Executive Summary

Auditor Declaration

Viridis Consultants Pty Ltd has been engaged by the Independent Pricing and Regulatory Tribunal of
NSW to undertake the operational audit of Sydney Water Corporation’s Operating Licence for the period
of 1 July 2017 to 30 June 2018. The audit was undertaken in partnership with Cobbitty Consulting Pty
Ltd.

The audit team confirms that:

e the auditors have seen sufficient evidence on which to base their conclusions

o the audit findings accurately reflect the professional opinion of the auditors

e the lead auditor and team members have conducted the audit, determined audit findings and prepared this
report in accordance with the requirements of the Audit Guideline - Public Water Utilities — June 2018 and
IPART’s Request for Quote

e the audit findings have not been unduly influenced by the utility and/or any of its associates.

Major Findings

The audit interviews and site visits were undertaken from 19 to the 21 September 2018. During the site
visit the following locations were inspected:

e (Cascade Water Filtration Plant
e Parklea (Drinking and Recycled) Reservoirs and rechlorination facility
e Rouse Hill Recycled Water Plant

Major findings of the audit are summarised in the table below.

Section Clause Sub- Compliance and Major Findings
clause
Connection of 1.6.1 Compliant
services 1.6.2 Compliant
Licence and Non-compliant (non-material)
Licence Sydney Water has declared non-compliance in respect of substance
Authorisation charges for commercial customers, this resulted in a minor under

Prici 1.9.1
e charging. A sample of prices has been checked and confirms that they

are now been calculated in accordance with the relevant IPART
Determination.

2.1.1 Compliant

Compliant (minor short comings)

Reservoir inspections are an important preventive measure and
Drinking Water inspections for reservoir location RS0449 were conducted from ground
2.12 level only for more than 12 months and the reservoir roof was not
inspected. Also, few actions from the Improvement Plan were not
completed within the identified timeframe. These minor shortcomings
did not impact product delivery and public health.

221 Compliant
Water Qualit
Q y Compliant (minor short comings)

One of the preventive measures for recycled water is that all properties
will have a check for cross-connections prior to connection of the
service, to ensure that in the first instance it is set up correctly. When

222 clearing a backlog of these inspections a cross-connection to the meter
of a residential property it was identified that it had been cross-
connected for over 2 years. Although cross-connections are undesirable
and must be minimised, this instance did not appear to exceed the level
of exposure that has been planned for in determining the level of water
treatment and no illness was reported.

18NS15-REC-18-172-1.0 1 Vl Rl DlS
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Section

Water Quality

Water Quantity

Assets

Customers and
Consumers

Quality
Management

Performance
Monitoring

Memorandum of
Understanding

Clause

Recycled Water

Fluoride

Economic Level of
Water Conservation

Asset Management
System

System Performance
Standards

Providing
Information

Assistance Options
for Payment
Difficulties and
Actions for Non-
Payment

Customer Council
and Customer
Council Charter

Code of Conduct

Quality Management
System

Performance
indicators and
system performance
standards

Fire and Rescue
NSW

18NS15-REC-18-172-1.0

November 2018

Sub-
clause

2.2.2
cont..

2.3.1
3.2.6
3.2.7
4.1.1
4.1.2
4.1.5
4.2.1
422
423

521

523

5.4.1

5.5.1
552
553
554
555
5.8

7.12
7.1.3

8.4.1

942

Compliance and Major Findings

Risk management improvement plans for recycled water have a number
of items that have not been closed out by the due date.

These issues did not impacted on recycled water quality, public health
or the environment.
Compliant

Compliant

Compliant

Compliant

Covered in a separate report
Compliant

Compliant

Compliant

Compliant

Compliant (minor short comings)

A pamphlet that summarises the provisions of the Customer Contract
consistent with the specified requirements, with the exception that the
requirement of paragraph f) to provide information regarding the ability
of Customers to enter into separate agreements (to the Customer
Contract) is not fully addressed. Whilst information is provided in
respect of pressure sewer service agreements, information in respect of
other additional services agreements is not provided.

Any potential impact of this minor shortcoming is not considered
material as the information is otherwise readily available and would
only be of interest to a small number of Customers or the public who
would be directly informed by Sydney Water in the event that such
separate agreements are required; it will not affect water quality, public
health and safety, or the environment.

Compliant
Compliant

Compliant
Compliant
Compliant
Compliant
Compliant
Compliant
Compliant
Compliant

Compliant (minor short comings)

Whilst it is assessed that the record systems and procedures for
reporting against the performance indicators and System Performance
Standards are, in general, sufficiently robust to ensure accurate
reporting, there appear to be some minor shortcomings in the data
extracted for reporting against the Wastewater Overflow Standard.
Based on review of the 2017/18 data, the impact was minor; however, it
is important to ensure that accurate reporting is not compromised.

These minor shortcomings did not materially impact Sydney Water’s
reporting against the Wastewater Overflow Standard, and they do not
affect water quality, public health and safety, or the environment.

Compliant
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Recommendations

The recommendations from the audit are summarised in the table below.

Licence Licence . Recommendation .
A Recommendation Timeframe
Section sub-clause Reference

Expedite relevant training and equipment for
inspectors to ensure that they can access reservoir
2.1.2 roofs during inspections, where Lad-Saf system, REC-SWC-2017/18-01 30 June 19
which is a fall arrest system, has been installed (e.g.
reservoir location RS0449).

Drinking
Water

Implement the improvement actions within the target
finish dates identified. In cases where the action in
not able to be completed within the original due date,
a revised date should be assigned and tracked, noting
the reasons for the delay. It is recommended that the
Product Management Improvement Register
includes/notes the following, in addition to the
existing details:
*  column for priority level - to determine a
timeframe which is risk based (new column)
+  date action was identified column (currently

212 only in the DW strategic tab of the Register, REC-SWC-2017/18-02 = 30 June 19
make uniform)

Drinking
Water

» target finish date column, from initial
assessment (already captured, maintain)

»  revised date column - to assign a revised finish
date, if required, following progress meetings
(new column)

. commentary or comments column to note
progress on actions and where necessary
justification and reasoning for not meeting the
original target finish date assigned (already
captured, note).

All properties must be tested for cross-connections
222 prior to supply of recycled water and a hold point REC-SWC-2017/18-03 30 June 19
established.

The Product Management Improvement Register and
Recycled Water Scheme Improvement Register must
be maintained and priority items closed out within an
appropriate timeframe. It is recommended that the
Recycled Water Scheme Improvement Register
includes/notes the following, in addition to the
existing details:

Recycled
Water

*  column for priority level - to determine a
timeframe which is risk based (new column)
+  date action was identified column (currently
Recycled )29 only in the DW strategic tab of the Register,
Water - make uniform)

+ target finish date column, from initial
assessment (already captured, maintain)

REC-SWC-2017/18-04 | 30 June 19

»  revised date column - to assign a revised finish
date, if required, following progress meetings
(new column)

. commentary or comments column to note
progress on actions and where necessary
justification and reasoning for not meeting the
original target finish date assigned (already
captured, note).

18NS15-REC-18-172-1.0 3 Vl Rl DlS
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Licence
sub-clause

Licence
Section

Providing

Information L

Performance
indicators
and system
performance
standards

8.4.1
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Recommendation

Recommendation

Reference
It is recommended that Sydney Water revises the
pamphlet prepared pursuant to clause 5.2.1 of the
Operating Licence to fully address the requirement of
paragraph f), i.e. to include information regarding the
ability for a Customer to enter into agreements with
Sydney Water (separate to the Customer Contract) for
the provision by Sydney Water of Services to the
Customer.

REC-SWC-2017/18-05

Sydney Water should review its data extraction
processes for reporting against the Wastewater
Overflow Standard to ensure that actual number of
events is accurately reported.

REC-SWC-2017/18-06

Timeframe

30 June 19

30 June 19

: () VIRIDIS



2018 Operational Audit Report - Sydney Water

1. Introduction

1.1. Objective

The objective of this audit was to conduct an operational audit of Sydney Water Corporation’s (Sydney
Water’s) performance against specified clauses of its Operating Licence and any ministerial requirements
for the period from 1 July 2017 to 30 June 2018.

1.2. Audit Method
1.2.1. Audit Scope

The audit scope was determined by the Independent Pricing and Regulatory Tribunal (IPART) using a
risk-based approach to identify the Operating Licence clauses to be audited during the 2017/18 audit
period. The clauses within the scope for this audit period are identified in Table 1. Sydney Water was
required to provide a Statement of Compliance (SC) for the licence clauses that were not audited.

Prior to the audit, IPART sought advice from NSW Health Chief Health Officer (CHO) regarding Sydney
Water’s performance relevant to the licence requirements over the audit period. The CHO’s letter
included that NSW Health did not have specific recommendations on sites or asset classes that warrant
inspection.

Outstanding items/recommendations from previous audits were also reviewed and the status of the
required actions determined.

Table 1 Audit Scope
Type of

Audit IPART’s Comments

Licence Part Clause/Obligation

Licence Authorisation 1.2.1 SC N/A

Stormwater drainage 131,132 Ne N/A
system

Connection of services 1.6.1;1.6.2 Audit This is the first audit of this clause.
Availability of Licence = 1.8.1 SC N/A

Sydney Water was non-compliant in 2015 (previous licence),
2016 and 2017.

Sydney Water notes in its Status Report on Audit
Recommendations, provided to IPART on 28 March 2018, that
billing for commercial customers to three decimal places has
been resolved. Sydney Water is in the process of developing
auditable processes for the annual updating of prices (as per
recommendation 2016-17-1).

Sydney Water’s Statement of Compliance reports a non-
compliance with this clause for part of the 2018 audit period.
This non-compliance was reported in 2016-17 and
recommendation 2016-17-1 addressed this non-compliance.
Sydney Water reported that the recommendation is complete.
Audit 2016-17-1 for completion.

Pricing 1.9.1 Audit

This clause was last audited in the 2017 audit and Sydney

Water was assigned a High Compliance grade.

The system must be consistent with the Australian Drinking

Water Guidelines (ADWG) except to the extent that NSW
2.1.1 Audit Health specifies (specification from NSW Health must be

consistent with the requirements of clause 2.1.4).

NSW Health is satisfied that Sydney Water has met its

obligations relevant to water quality under the operating

licence (Letter to IPART, 17 August 2018).

18NS15-REC-18-172-1.0 5 Vl Rl DlS
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i N Type of
icence Par Clause/Obligation Audit
2.1.2 Audit
2.13,2.14 SC
Water Quality — ‘
Recycled Water 221 Audit
222 Audit
Water Quality —
Recycled Water
223 SC
224 N/A!

1 Not audited, approval from NSW Health was demonstrated.

18NS15-REC-18-172-1.0
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IPART’s Comments

This clause was last audited in the 2017 audit and Sydney
Water was assigned a High Compliance grade.

Evidence must demonstrate that a compliant system was in
place for the whole period to award Full Compliance.
NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018).

NSW Health participated in risk assessments for four water
filtration plants. NSW Health noted that Sydney Water is
continuing to consult with NSW Health to update and
implement risk assessment processes following the last audit
(see also recommendations 2016-17-2 and 2016-17-3).

N/A

This clause was last audited in the 2017 audit and Sydney
Water was assigned a High Compliance grade in that audit.
The audit will include a risk-based adequacy audit of the
system, and implementation of the system.

Deviations from the Australian Guidelines for Water Recycling
(AGWR) should be in accordance with pre-approved
requirements of clause 2.2.4.

NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018).

This clause was last audited in the 2017 audit and Sydney
Water was assigned an Adequate Compliance grade in that
audit.

Evidence must demonstrate that a compliant system was in
place for the whole period to award Full Compliance.

NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018). NSW Health noted
the importance of a robust cross connection inspection
program.

Auditor should include assessment of elements 11 and 12 of
the AGWR.

NSW Health noted that Sydney Water is working to develop an
interruption to supply procedure for recycled water and to
review preventative measures for end-users sites in
consultation with NSW Health. NSW Health is satisfied with
Sydney Water’s progress in the rolling review of recycled
water scheme plans (see recommendations 2016-17-4, 2016-
17-5 and 2016-17-6).

N/A

Audit if required — determine if significant changes have been
made without consultation with NSW Health.

Approval from NSW Health must be demonstrated.

NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018).
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Licence Part

Water Quality —
Fluoridation Code

Water Quantity

Economic level of
Water Conservation

Assets

System Performance
Standards

Response time for
water main breaks

Priority Sewerage
Program

Customers and
Consumers

Customer Council and
Customer Council
Charter

Internal complaints
handling

External dispute
resolution scheme
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Clause/Obligation

23.1

324
3.2.6
327

4.1.1

42.1;422;423

43.1

4.4.1
442
5.1.2;522
52.1
523

524
53.1
54.1

542;543;54.4

5.5.1;5.5.2;5.5.3;
5.54;55.5

556
5.6.1;5.6.2;5.6.3;
5.6.4

5.7.1;5.7.2

Type of
Audit

Audit

Audit

SC
Audit
Audit

Audit

Review

SC

Audit
Audit

SC

SC
SC
SC
Audit
Audit

SC
SC
Audit
SC
Audit
SC

SC

SC

IPART’s Comments

This clause was last audited in 2017 and Sydney Water was
assigned an Adequate Compliance grade.

NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018).

NSW Health noted that Sydney Water will consider the risk of
incorrect fluoride analyser as part of its response to previous
audit recommendations relating to fluoride (see
recommendation 2016-17-7).

The auditor does not need to audit this clause.

IPART to review Sydney Water evidence of best endeavours.

DPE, which has the function of the Metropolitan Water
Directorate, advised that a roles and responsibilities protocol
with Sydney Water is no longer required (Email to IPART, 13
August 2018).

Audit following notice of change.
Audit for completion.
N/A

Audit for completion.

Audit to include assessment of the spare parts management
program. NSW Health noted a risk in the installation of mixer
motor from different treatment plants (Letter to IPART, 17
August 2018).

Until the system is certified, a verbal update of progress will be
reviewed at the audit and documented by the auditor. Any
potential issues should be identified in this update.

N/A

This clause was last audited in the 2017 audit and Sydney
Water was assigned a Full Compliance grade.

This clause was last audited in the 2017 audit and Sydney
Water was assigned a Full Compliance grade.

N/A

Audit if triggered by a review.

Audit if triggered by a Ministerial direction.
N/A

N/A

N/A

This clause was last audited in the 2017 audit and Sydney
Water was assigned a Full Compliance grade.

N/A

This clause was last audited in 2016 and Sydney Water was
assigned a Full Compliance grade.

N/A

This clause was last audited in 2016 and Sydney Water was
assigned a Full Compliance grade.

N/A
N/A

N/A
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Licence Part

Code of conduct

Environment

Quality Management
System

Reporting

Provision of
information

Performance
monitoring

Memorandum of
understanding - NSW
Health

Memorandum of
understanding -
Environment
Protection Authority

Memorandum of
understanding - Water
Administration
Ministerial
Corporation

Memorandum of
understanding - Fire
and Rescue NSW
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Clause/Obligation

5.8

6.1.1;6.1.2;6.1.3;
6.14;6.2.1

7.1.1

7.12

8.2.1

822

8.3.1; 8.3.2; 8.3.3;
83.4

835

8.4.1

9.1.1;9.1.3

9.2.1

93.1

942

Type of
Audit

Audit

SC
SC

Audit

Audit

SC

SC

SC

SC

SC

Audit

SC

SC

SC

Audit

IPART’s Comments

This clause was last audited in 2017 and Sydney Water was
assigned a Full Compliance grade.

Audit to determine if Sydney Water is using ‘best endeavours
where a code of conduct is sought to be established.

IPART is aware of at least four Utility Service Agreements in
place between Water Industry Competitions (WIC) Act
licensees and Sydney Water which fulfil the requirements of a
Code of Conduct under clause 25 of the WIC Regulation.

N/A

bl

N/A

Audit to determine if QMS is certified and that certification is
maintained.

To award Full Compliance, evidence must demonstrate that a
compliant system was in place, fully implemented and that all
activities are carried out in accordance with the QMS by the
due date.

Audit following notice of change

NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018).

NSW Health noted that Sydney Water provides water quality
reports to NSW Health and notifies incidents in accordance
with agreed protocols.

N/A
N/A

NSW Health is satisfied that Sydney Water has met its
obligations relevant to water quality under the operating
licence (Letter to IPART, 17 August 2018). NSW Health noted
that Sydney Water provides water quality reports to NSW
Health and notifies incidents in accordance with agreed
protocols.

This clause was last audited in 2017 and Sydney Water was
assigned a High Compliance grade.

Audit to focus on record systems that measure Sydney Water’s
performance against the systems performance standards. Not
required to audit IPART performance indicators this year.

NSW Health is satisfied that Sydney Water has met its
obligations under the MoU (Letter to IPART, 17 August 2018).
NSW Health noted that Sydney Water provides water quality
reports to NSW Health and notifies incidents in accordance
with agreed protocols.

The Environment Protection Authority (EPA) considers that
the MoU is performing satisfactorily as a sound basis for
understanding and managing the relationship between Sydney
Water and the EPA (Letter to [IPART, 10 August 2018).

N/A

We have not received Fire and Rescue NSW comments (as of
31 August) on Sydney Water’s performance against this clause.
We will provide additional information prior to the audit
interview if available.
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. .. Type of
L Part 1 ligati

icence Par Clause/Obligation Audit
Memorandum of
understanding - Fire 944 SC

and Rescue NSW

Recommendations/Outstanding Items from Previous Audits

222
Water Quality —
Recycled Water

2015/16-2 Audit

1.9.1
Licence and Licence
authorisation - Pricing

2016/17-1 Audit

2.12
Water Quality —
Drinking Water

2016/17-2 Audit

2.1.2
Water Quality —
Drinking Water

2016/17-3 Audit

2.2.2-Water Quality

2016/17-4 Recycled Water

Audit

2.2.2-Water Quality

2016/17-5 Recycled Water

Audit

2.2.2-Water Quality

2016/17-6 Recycled Water

Audit

2.3.1
Water Quality —
Fluoridation Code

2016/17-7 Audit

18NS15-REC-18-172-1.0
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IPART’s Comments

N/A

Auditor to assess for completion.

Also see new recommendations made for recommendations
2016-17-5 and 2016- 17-6.

NSW Health did not provide comment on this particular matter
(Letter to IPART, 17 August 2018).

Audit for completion

Audit for completion.

NSW Health participated in risk assessments for four water
filtration plants. NSW Health noted that Sydney Water is
continuing to consult with NSW Health to update and
implement risk assessment processes following the last audit
(Letter to IPART, 17 August 2018).

Audit for completion.

NSW Health participated in risk assessments for four water
filtration plants. NSW Health noted that Sydney Water is
continuing to consult with NSW Health to update and
implement risk assessment processes following the last audit
(Letter to IPART, 17 August 2018).

Audit for completion.

NSW Health noted that Sydney Water is working to develop an
interruption to supply procedure for recycled water and to
review preventative measures for end-users sites in
consultation with NSW Health. NSW Health is satisfied with
Sydney Water’s progress in the rolling review of recycled
water scheme plans (Letter to IPART, 17 August 2018).

Audit for completion.

NSW Health noted that Sydney Water is working to develop an
interruption to supply procedure for recycled water and to
review preventative measures for end-users sites in
consultation with NSW Health. NSW Health is satisfied with
Sydney Water’s progress in the rolling review of recycled
water scheme plans (Letter to IPART, 17 August 2018).

Review progress.

NSW Health noted that Sydney Water is working to develop an
interruption to supply procedure for recycled water and to
review preventative measures for end-users sites in
consultation with NSW Health. NSW Health is satisfied with
Sydney Water’s progress in the rolling review of recycled
water scheme plans (Letter to IPART, 17 August 2018).

Audit for completion.

NSW Health noted that Sydney Water will consider the risk of
incorrect fluoride analyser as part of its response to previous
audit recommendations relating to fluoride (Letter to IPART,
17 August 2018).
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The audit scope included three days of staff interviews and site inspections. These were undertaken
between 19 and 21 September 2018. The timetable and sites visited were as follows:

e 19 September 2018 staff interviews

e 20 September 2018 site inspections:
e (Cascade Water Filtration Plant (WFP)
e Parklea (Drinking and Recycled) Reservoirs and rechlorination facility
e Rouse Hill Recycled Water Plant (RWP)

e 21 September 2018 staff interviews

1.2.2. Audit Standard

The IPART Audit Guideline - Public Water Utilities - June 2018 (Audit Guideline) formed the standard
for the Operational Audit. ISO 19011:2011 Guidelines for Auditing Management Systems was also relied
upon to ensure good audit practice.

1.2.3. Audit Steps

The audit steps are identified in the Audit Guideline and are reproduced in Table 2. The audit interviews
and field verification site visits were undertaken on the 19 and 21 September 2018.

Table 2 Audit steps

Step Description Responsibility

1 Audit scoping IPART

2 Appointment of auditor IPART

3 Audit preparation Auditor/Utility/TPART
4 Audit interview Auditor/Utility

5 Field verification site visits Auditor/Utility

6 Wrap up and close out meetings Auditor/Utility

7 Assessing and reporting Auditor/Utility/IPART
8 Reporting to Minister IPART

9 Reporting on recommendations Utility

1.2.4. Audit Team

The audit team was co-led by James Howey from Viridis and Jim Sly from Cobbitty. Roles for each team
member are detailed in Table 3.

Table 3 Audit team details

Team member Organisation Certifications Role

James Howey Viridis Lead Water Quality Management Systems Auditor — = Project Manager
Drinking and Recycled Water (Exemplar Global) Lead Auditor - Water
Associate Environment Management Systems Quality, QMS

Auditor (Exemplar Global)
Technical Services and Water Licencing Audit Panel:
Drinking Water Quality
Recycled Water Quality
Tasleem Hasan Viridis Lead Water Quality Management Systems Auditor — = Water Quality, QMS — Audit
Drinking Water (Exemplar Global) Support
Technical Services and Water Licencing Audit Panel:
Drinking Water Quality

18NS15-REC-18-172-1.0 10 Vl Rl DlS
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Team member Organisation Certifications

Jim Sly Cobbitty
Infrastructure performance
Retail supply

Mark Favetta Cobbitty

Technical Services and Water Licencing Audit Panel:

Technical Services and Water Licencing Audit Panel:
Infrastructure performance

Retail supply

Environment and catchment management

Role

Lead Auditor — Assets,
Performance, NWI Indicators

Assets and Performance —
Audit Support

Sydney Water staff and contractors as well as IPART, attended the interviews and site verification visits.
Details of audit participation are shown in Table 4.

Table 4 Audit participants
Name

Ben Blayney

Philip Davies

David Holland
Craig Crawley
Mark Crabtree

Sunietha Katupitiya

Patrick Gallagher
Peter Nedelkovski

Sandra Spargo

Marcia Suwitoputro
ASM Mohiuddin

Raema Melverton
Karen Chia
Deirdre Burt
Sunita Singh
Peter Cresta

Chris Owens

Rebecca Reid
Christian McNally
Chris Robinson
Jignesh Chudasama
Kate Beatty

Marjorie Lim-Cerretto
Gus Garbers
Melanie Werner
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Position

Product Manager

Head of Regulatory
Economics

Networks Programs Manager
Service Planning Manager
Service Planning Manager
Integrated Management
System Manager

Head of Risk

Senior Compliance Analyst

Corporate Compliance
Manager

Improvement Delivery
Advisor

Process Manager

Head of Communications &
Government Relations

Bulk Water Integration
Manager

Monitor Design & Reporting
Specialist Lead

Senior Risk & Assurance
Partner

Water & Recycled Water
Production Team Leader

Service Planning Senior
Analyst

Senior Compliance Analyst
Manager Development
Lead Developer Consultant
Compliance Analyst
Senior Analyst

Pricing and Non-residential
Specialist

Business & Reg Compliance
Specialist

Manager Customer Programs

11

Organisation
Sydney Water
Sydney Water

Sydney Water
Sydney Water
Sydney Water

Sydney Water

Sydney Water
Sydney Water

Sydney Water

Sydney Water
Sydney Water

Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water

Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water

Sydney Water

Sydney Water

Participation
Auditee
Auditee

Auditee
Auditee
Auditee

Auditee

Attendee for inception /
close out

Auditee

Auditee

Auditee
Auditee

Auditee
Auditee
Auditee
Auditee
Auditee

Auditee

Record taker
Auditee
Auditee
Record taker
Auditee

Auditee

Auditee

Auditee
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Name

Kathy Hourigan
Darren Finn
David Zhang
Gary Hurley

Kris Selvakumar
Krish Krishnananthan
Stephen Cheung
Azam Muhammed

Lee Sproal

Lachlan McTaggart

John Young

Yuva Upadhyaya
Heath Botham
Karteek Subramanya
Graham Orgill
Daniel Judd

Michael Price

Demil Letic

Jeff Scott

Lal Wickramarachchi
Nalin Karunatilake

Michael Easton
Chintan Patel
Imran Ali

Manav Kaur

Robert Aurisch

Nicola Nelson

Caleb Furner
Kim Hill
Kylie Havill
Steve Cramer

Vedah Panuccio

Eric Lindberg

Andrew Demery
Adam Severino
Jenny Hu

Vincent Young
Phil Woods
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Position

Head of Customer Services

A/Team Leader Networks
Performance & Reporting

Service Planning Lead

Manager Networks Including
Civil Del

Service Delivery Officer Lvl6
Service Delivery Officer Lvl6
Service Delivery Officer Lv16
Service Delivery Officer Lvl4
Service Delivery Officer Lvl4

Production Manager Western
Water

Operations & Maintenance
Coordinator

Senior Production Officer
Production Officer Level 2
Reliability Team Leader
Asset Program Team Leader
Service Delivery Officer Lvl6
Field Supervisor

Production Officer Level 1

Production Manger Chemical
Dosing

Service Delivery Officer Lvl6

Water & Recycling Asset
Team Leader

Service Delivery Officer Lvl4
Reliability Team Leader
Service Delivery Officer Lvl4
Process Controller

Production Manager North
West

Manager Science Research &
Innovation

Manager Business Customers
QMS Manager

Senior QMS Analyst

Manager Billing & Revenue
Team Manager Customer Care

Senior Business Analyst Tech
Pricing & Compliance

Analytics & Spatial Capability
Manager

Analytics & BI Lead

Service Delivery Officer Level
4

Contract Officer Level D

Service Planning Lead

12

Organisation
Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water

Sydney Water

Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water
Sydney Water
Sydney Water

Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water

Sydney Water

Sydney Water
Sydney Water
Sydney Water
Sydney Water
Sydney Water

Sydney Water

Sydney Water
Sydney Water
Sydney Water

Sydney Water
Sydney Water

Participation
Auditee
Auditee

Auditee

Attendee for inception /
close out

Auditee
Auditee
Auditee
Auditee
Auditee

Auditee

Auditee

Auditee
Auditee
Auditee
Auditee
Auditee
Auditee
Auditee

Auditee
Auditee
Auditee

Auditee
Auditee
Auditee
Auditee

Auditee

Auditee

Auditee
Auditee
Auditee
Auditee
Auditee

Auditee

Auditee
Auditee
Auditee

Auditee
Auditee
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Name Position Organisation Participation

Greg Alford Service Delivery Officer Lvl6 = Sydney Water Auditee

Aravinda Stanley SOm I T Sydney Water Auditee

Analyst

Bernie Sheridan Head of Cust Del Production Sydney Water Attendee for inception /
close out

Paul Higham GM Liveable City Solutions Sydney Water AU DS
close out

James Howey Director Viridis Lead Auditor

Jim Sly Director Cobbitty Lead Auditor

Tasleem Hasan Consultant Viridis Auditor

Mark Favetta Consultant Cobbitty Auditor
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1.2.5. Audit Grades

Compliance grades are identified in the IPART Audit Guidelines and are reproduced in Table 5.

Table 5 Compliance Grades
Grade of compliance Description

Sufficient evidence has been provided in the audit on which to make a judgement on each
requirement. Evidence is verifiable. The requirement has been met.

Compliant

Sufficient evidence to confirm that any shortcomings are minor and they do not affect water

quality, public health and safety or the environment.
Compliant (minor
shortcomings)

The deficiency does not adversely affect the ability of the utility to achieve defined objectives

or assure controlled processes, products or outcomes.
Non-Compliant (non-

material)

The deficiency does adversely affect the ability of the utility to achieve defined objectives or
assure controlled processes, products or outcomes.

Non -Compliant

There is no requirement for the utility to comply with the Licence conditions or to meet the
condition within the audit period.

No Requirement

1.3. Regulatory Regime

Sydney Water Corporation is a State-Owned Corporation, wholly owned by the NSW State Government.
Sydney Water’s principle functions are to provide water, sewerage and stormwater services and dispose
of wastewater in its area of operations.

These roles and responsibilities, as well as Sydney Water’s objectives, are prescribed by the State Owned
Corporations Act 1989 (NSW), the Sydney Water Act 1994 (NSW) (the Act) and the Operating Licence
(licence) issued to Sydney Water under Part 5, section 12 of the Act.

1.4. Quality Assurance Process

This audit was carried out in accordance with the Viridis Quality Manual, which is accredited under ISO
9001:2015. The audit team leader James Howey was the Project Manager for the audit and responsible
for ensuring the quality of the deliverables. Quality assurance activities undertaken during the audit
comprised of:

e compliance with the Viridis Quality Manual
e internal peer review of the report by a suitably qualified Lead Auditor
e document control and approval processes.

November 2018
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2. Detailed Audit Findings

2.1. Site Visit Report

The auditors visited the following sites on 20 September 2018 to verify implementation of the
management systems and observe practices and assets. Site inductions were undertaken at all sites visited.

2.1.1. Cascade Water Filtration Plant

Drinking Water:

The drinking water quality policy was visible on the wall inside the WFP building. The auditors walked
through the treatment process, from intake point to final treated water. The currency of the treatment
process against the process flow diagram was verified and found to be current. Calibration stickers
(current) were noted on the online filtered water turbidity meters. It appeared that the operator was
slightly confused on some monitoring locations for the CCPs/OCPs (Critical Control Points / Operational
Control Points). CCPs are SCADA (Supervisory Control and Data Acquisition) controlled with interlocks
for WFP shut down on out-of-specification water quality, hence potentially compromised water quality is
not supplied to customers thereby managing any potential health risk. Further discussions on this is
undertaken under Element 3, clause 2.1.1. The UPGs (Unit Process Guideline) and WIs (Work
Instruction) used by the operators were found to be available onsite. The operational monitoring
undertaken are recorded in daily log sheets, these were sighted. The onsite testing laboratory room was
also visited, and records/equipment viewed. The CCP limits and alarm levels were seen on SCADA. It is
currently not possible to view the values at which the Cascade WFP shut off occurs with the interlocks.
The interlocks are coded in the back end. Further discussions on this is undertaken under Element 3,
clause 2.1.2. The fluoridation unit/room was also inspected to verify compliance against the Fluoridation
Code of Practice. Further discussion on this is undertaken under clause 2.3.1. The onsite operator’s
training records (hard copy) and Compass system were sighted and discussed. Further discussion on this
is undertaken under Element 7 clause 2.1.1. The chemical delivery process and checklist were discussed
and viewed onsite.

Assets:

A walk through the plant following the treatment process from intake point to final treated water,
revealed the assets to be generally in good condition. Some minor issues, such as noise emitting from a
rapid mixer and surface corrosion on the air scour pipework, were identified. These were subsequently
discussed with members of the ROM (reliability operability and maintenance) team (i.e. maintenance
management staff) and reviewed through the MAXIMO maintenance management system to ensure that
they had been identified and were being appropriately managed. Detailed discussion is presented in
Section 2.2.14 (clause 4.1.5).

As the Cascade WFP is located in a bushfire prone area, it was interesting to note the measures that had
been implemented in respect of personnel and safety protection. These measures include the recent
construction of a shielding wall around the chemical storage area, a dousing system installed to the roof
of the plant building and a designated Bushfire Shelter Area within the building, which was fitted with an
air supply and breathing apparatus.

2.1.2. Parklea Reservoirs and Rechlorination Facilities

Drinking and Recycled Water:

The auditors walked around of the facility, including discussions with relevant staff. The drinking water
reservoir is chloraminated and is 60 ML is size. Water quality test results are checked daily to guide
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adjustment of chlorine and ammonia ratio, a daily nitrogen report is generated. There is a phone app
which is used for communication between the Area Water Quality Scientist (AWQS) and the
rechlorination team. The chlorine dosing tanks were seen to be maintained in good working condition.
There is 7,000 L (or about 30 days) of chlorine kept onsite and the re-chlorination chlorine tank strength
is diluted to 2% for use. Duty and standby pump arrangement is used and the dose pumps are regularly
calibrated. Online monitoring equipment and [ICATS (Integrated Instrumentation, Control, Automation
and Telemetry System) were also viewed onsite for chlorine results/trends. The drinking water reservoir
has a connection to the elevated recycled water reservoir, however, there is a visible air gap to prevent
any backflow and maintain separation. The drinking water reservoir was last cleaned in 2016. Six
monthly visual reservoir inspections are undertaken using a checklist and every 5 years an extensive
internal and external inspection is undertaken. Reservoir inspection records were requested by the
auditors. Further discussion on reservoir inspections is undertaken under Element 3 clause 2.1.2.

Assets:
This site accommodates a number of potable and recycled water system components, including:

e Parklea potable water storage (WS 0337);

e Parklea recycled water elevated storage (RS 0449), part of the Rouse Hill Recycled Water Scheme;
e Parklea to Kellyville potable water pumping station (WPS 0290);

e Parklea potable water re-chlorination facility (WX 080);

e  Pumping station for potable top-up of recycled water storage RS 0449 (WPS 0309); and

e Parklea potable water re-chlorination facility (RX 0003).

The auditors undertook a general inspection of the site, noting that the facilities were generally in good
condition. All were appropriately labelled and visible recycled pipework (for example) colour coded for
identification. Safety and environmental protection arrangement were in place, including (for example)
locked access to water storage roofs, chemical eye washes and showers, and bunding around chemical
delivery and storage areas.

More detailed inspection was undertaken in respect of the potable water storage, and two pumping
stations. Observations in respect of the potable water storage are discussed in more detail in
Section 2.2.14 (clause 4.1.5).

2.1.3. Rouse Hill Recycled Water Plant

Recycled Water:

The auditors walked through the treatment plant, from inlet to final treated effluent. The currency of the
treatment process against the process flow diagram was verified and found to be current. However, it is
ambiguous, it gives the impression the sewer catchment and distribution network are not operated by
Sydney Water. Further discussion on this is undertaken under Element 2 clause 2.2.1. The installation of
the Ultra-Violet Transmissivity (UVT) instruments was inspected and the critical limits for the UV
Disinfection CCP were reviewed with staff. It was noted that the instrument had a tag on it with a UVT
greater than the critical control limit. Further discussed under Element 3 clause 2.2.2. Online monitoring
equipment installed for various process steps were viewed. The UPGs and WIs used by the operators
were found to be available onsite. The operational monitoring undertaken are recorded in daily log sheets,
these were sighted. The CCP limits and alarm levels were seen on SCADA. The chemical delivery
process and checklist were discussed and viewed onsite.

Assets:

The auditors walked through the facility, principally the recycled water plant, whilst discussing
maintenance arrangements with members of the ROM team. Assets were observed to be generally in
good condition.
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A number of assets were identified and their maintenance regimes and records subsequently reviewed
through the MAXIMO maintenance management system. These are discussed in more detail in
Section 2.2.14 (clause 4.1.5).

2.2. Detailed Findings by Clause
2.2.1. Connection of Services (1.6.1)

Sub-Clause Requirement Compliance Grade

1.6.1 Subject to any applicable laws, Sydney Water must ensure that
Drinking Water and Wastewater Services are available on request
for connection to any Property situated in the Area of Operations.

Compliant

Risk Target for full compliance
Failure to comply with the requirements of this Evidence that Sydney Water has ensured that Services are available
obligation presents a high risk that services may not be on request for connection to any Property situated in the Area of

provided to properties that require them. Ultimately, this = Operations.
may present a risk to public health or the environment.

Evidence sighted

Sydney Water response to 2017/18 Operational Audit Questionnaire.

Sydney Water, Growth Servicing Plan; July 2014 to June 2019, undated.

PowerPoint presentation: /.6.1 — Drinking water connection.pptx.

PowerPoint presentation: /.6.1 — Developer Process.pptx.

Sample: Notice of Requirements for Case No: 167337, dated 26 October 2017.

Sample: Subdivider/Developer Compliance Certificate for Case No: 167337, dated 21 May 2018.
Sample: Subdivider/Developer Compliance Certificate for Case No: 171399, dated 1 June 2018.
Sydney Water, Minor service extension fact sheet, undated.

Sydney Water, Policy, Minor service extension, 12 December 2013.

Sydney Water, Policy, Rural Water Supply (Version 1), 21 May 2015.

Sydney Water, Quick Reference Guide; Sydney Water Tap in — Staff Portal (Version 1.3), August 2016.
Sydney Water, Large Watermain Connection; Sydney Water Tap in; Procedure (Version 3), 26 September 2016.
Sydney Water, Land development guide, undated.

Sydney Water, Managing new development process, Task summary, undated.

Sydney Water, Work Instruction; Land Under Development — Water Servicing Coordinator Instructions (Version 4),
November 2015.

MS Excel Flow Chart: Manage new development process NDP AS-IS process 20102015.xlsx.

Summary of reasons for grade

Sydney Water demonstrated that it has arrangements in place to assess applications and provide drinking water and wastewater
services to properties within the Area of Operations. There are, however, some cases where Sydney Water is unable to provide
services (within a reasonable time) due to the property (typically a development site) being located beyond the limits of the water
supply or wastewater network or there being insufficient system capacity.

It is noted, however, that for the purposes of the Operating Licence, the definition of a Property is limited (amongst other criteria)
to properties which: “... are connected to, or for which connection is available to Sydney Water’s water supply system or the
sewerage system;”. On this basis, it is assessed that Sydney Water is able to ensure that Drinking Water and Wastewater
Services are available for connection to any Property situated within the Area of Operation upon request.

Accordingly, it is assessed that Sydney Water has demonstrated full compliance with this obligation.

Discussion and notes

Sydney Water advised that it will respond to applications for connections to properties that are zoned for development within its
Area of Operations. This may include applications made by developers under the provisions of Division 9 of the

Sydney Water Act.

It also advised that the Growth Servicing Plan indicates where Sydney Water plans to provide water, wastewater and stormwater
infrastructure to service urban growth. It may also enter into a commercial arrangement with an applicant to provide services. It
is noted that “Developers must still fund and construct reticulation services for their developments”.

Applications for drinking water and wastewater connections are managed through the Sydney Water online “Tap in” portal,
available at: https://www.sydneywater.com.au/tapin/index.htm. Tap in is used for all private connections and redevelopment in
brownfield areas.

Applications for connection to new development areas are lodged by Water Servicing Coordinators (independent service
providers) and managed through the E-Developer system. Sydney Water will assess a request for development consent (under
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Section 73 of the Sydney Water Act) and may issue a Notice of Requirements (for example, Notice of Requirements for Case No:
167337), which details requirements that must be satisfied before issuing a Subdivider/Developer Compliance Certificate (for
example, Subdivider/Developer Compliance Certificate for Case No: 167337). Requirements, which must be implemented at the
developers cost, may include (for example) the construction of water main and sewer extensions to the development site and
water and sewerage reticulation networks and service connections to each property.

In cases where Sydney Water is unable to provide services to a proposed development, for example where they are beyond the
limits of the water supply or wastewater network or there is insufficient system capacity, it will issue a Subdivider/Developer
Certificate of Compliance granting consent for the development to proceed on the basis that services to the new properties is not
available. In such cases, the Certificate indicates that: “Water [or Sewerage] facilities cannot be provided within a reasonable
time from the date of this certificate” (for example, Subdivider/Developer Compliance Certificate for Case No: 171399).

For properties located outside the limits of Sydney Water’s water or wastewater systems, service connections may be provided
through the “Minor Service Extension” process. This involves constructing new pipelines and equipment as necessary to extend
the existing water or wastewater system to a property or number of properties. Minor Service Extensions are dependent upon
capacity being available within the existing systems and require a contribution to the costs of the works which are
undertaken/arranged by Sydney Water. The Minor Service Extensions Policy details the requirements/constraints in respect of
service extensions; service extensions are not applicable for developers.

A “Rural Water Supply” service may also be provided to non-urban customers who require a potable water connection where the
circumstances of an individual property connection could result in its exclusion from some of the standards of service of the
Customer Contract.

It is noted that a Customer may be required to enter into an “Additional Services Agreement” with Sydney Water in cases where
the service provided is not fully addressed by the Customer Contract. Such cases include (for example) where water pressure
boosting is required, Extended Private Services (Rural Water Supply), pump to sewer installations and connections to a pressure
sewer system.

Sydney Water has in place various guidance and process documentation (in addition to that referenced above), including (for
example):

® Tap in Quick Reference Guide for staff;

® Large Watermain Connection Procedure (Tap in);

® Land development guide;

® Managing new development process;

¢ Land Under Development — Water Servicing Coordinator Instructions;

® Managing new development process Flow Chart;

In summary, Sydney Water has arrangements in place to assess applications and provide drinking water and wastewater services
to properties within the Area of Operations. There are, however, some cases (as discussed above) where Sydney Water is unable
to provide services (within a reasonable time) due to the property (typically a development site) being located beyond the limits
of the water supply or wastewater network or there being insufficient system capacity.

It is noted, however, that for the purposes of the Operating Licence (refer to clause 12.1), the definition of a Property is limited
(amongst other criteria) to properties which: “... are connected to, or for which a connection is available to Sydney Water’s
water supply system or the sewerage system...”. This is taken to mean that Sydney Water is not required to provide Services
where a connection is not available (i.e. in an un-serviced area). On this basis, it is assessed that Sydney Water is able to ensure
that Drinking Water and Wastewater Services are available for connection to any Property situated within the Area of Operation
upon request, consistent with the requirements of this obligation.

Recommendations
There are no recommendations in respect of this obligation.

Opportunities for improvement
No opportunities for improvement have been identified in respect of this obligation.

2.2.2. Connection of Services (1.6.2)

Sub-Clause Requirement Compliance Grade

1.6.2 Connection to Sydney Water’s systems for the supply of Services
relating to Drinking Water and Wastewater is subject to any
conditions that Sydney Water may lawfully determine to ensure the K
safe, reliable and financially viable supply of its Drinking Water

and Wgste\yater Services to ‘Propc.artie.s situated in the Area of Corﬁﬁliant

Operations in accordance with this Licence.
Risk Target for full compliance
Failure to comply with the requirements of this obligation Evidence that Sydney Water has imposed lawful conditions
presents a high risk that the provision of services may not be in respect of the provision of Services so as to ensure that the
safe, reliable or financially viable, thereby presenting a high provision of such Services is safe, reliable a