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1 Summary

Gladstone Area Water Board (GAWB) has requested Queensland Treasury Cotporation
(QTC) to complete a Quality Assurance Review (QA Review) of its suite of pricing models
(Models’) undet the terms and conditions of the Letter of Engagement dated 11 August 2014
The Models were developed by Wedgewood White (WWL), who was separately engaged by
GAWB. The purpose of the Model is to assist GAWB in prepating the submission to the
Queensland Competition Authority (QCA) as patt of the 2015 price review.

The suite of models comprises the following:
»  Cap Con Rebate Model

x  Cote Model

»  Demand Model, and

*  Asset Model.
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2 Quality assurance results

Having completed our QA Review, it is out opinion that no further action is required since all
issues outlined in this report (detailed in Appendix A) have been addressed to out satisfaction.

On 3 Septembet and 4 September 2014, GAWB and WWL provided revised Models to QTC,
which consider the issues identified duting the QA Review ptocess. In addition, GAWB and
WWL provided detailed responses to the issues outlined in the Appendix A. With respect to
the receipt of subsequent versions of the Models, we have reviewed only the specific changes
made to the Models and cross teferenced these changes to the detailed responses provide to
QTC. We have not reviewed the new versions in their entirety.

Under the GAYB’s Core Model - Cost of Capital & Reconc. spreadsheet tab, GAWB and
WWL amended the cost of debt calculation following the discussion between QTC, GAWB
and WWL on 1 September 2014. The changes reflect the trailing average cost of debt
methodology proposed-by QTC.

The results contained in Appendix A indicate that the Model’s:
x  formulae have been consistently applied
x  logicis correct, and

*  mathematical or computational accuracy is cottect.

If any assumptions ate changed from those in the Models we cannot guarantee that the results
of this QA Review will still apply.

Appendix A contains the issues raised duting the QA Review. The results of the QA Review
are classified as Potential Errors or Inconsistencies and Clatification of Issues. Most issues ate
noted with reference to a patticulat cell ot ertor, however others require checks and alterations
to be made across the Models mose broadly.

Please note that all stated QA results need to be considered in conjunction with the QA scope
inclusions and exclusions detailed in Section 4.
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3 Quality Assurance process

Duting the course of the QA Review, two versions of the Models wete supplied to QTC by
GAWB and WWL as detailed below.

TABLE 1: REVIEW SYNOPSIS

Model name Date received Review synopsis
Original Models
140804-GAWB-Cap Con Rebate Model.xls 4 August 2014 Reviewed entire Model
140804-GAWB-Core Model.xls 4 August 2014 Reviewed entire Model
140804-GAWB-Demand Model.xls 4 August 2014 Reviewed entire Model
140804-GAWB-Asset Model. xlsx 4 August 2014 Reviewed entire Mode}
Revised Models
140903-GAWB-Cap Con Rebate Model.xls 3 September 2014 Reviewed revised
calculations only
140903-GAWB-Core Model.xls 3 September 2014 Reviewed revised
calculations only
140903-GAWB-Demand Model xls 3 September 2014 Reviewed revised
calculations only
140903-GAWB-Asset Model.xXlsx 3 September 2014 Reviewed revised
calculations only
Edited Models
140903-GAWB-Core Model.xls 4 September 2014 Reviewed revised
calculations only
140803-GAWB-Asset Model.xIsx 4 September 2014 Reviewed revised

calculations only

The Models detailed in T'able 1 ate collectively teferred to as the Models unless otherwise
specified.

The steps taken in performing our QA Review ate outlined below.

x  Software known as ‘Spteadsheet Detective’ was applied over the identified sections of the
Models to check for the inconsistent application of formulae.!

x A review of each discrete formula and of the extension of formulae contained within the
identified sections of the Models was undertaken to check:

—  the mathematical accuracy of the links, sums and algorithms, and

! “The Spreadsheet Detective Toal is third party softwace used under licence by QTC. This software does nat identify eccors within the Model rathec it draws the usec’s

ible, using the Spreadsheet Detective Tool 10 be cectain that all ecrors within

aitention to any inconsistencies that may wazcant fucthec attention, On this basis, it is imp

the Models have been identified.
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—  that the logic applied in the Model was consistent with QTC’s understanding of what
the calculation was intended to do (fe, to check that the calculations do not appear to

reference incostect cells).
= Following our QA Review of the Otiginal Model, QT'C requested cettain changes be made
in the Revised Models. These changes wete made by WWL.

= Following the receipt of the Revised Models, it was determined that two of the Revised
Models (Asset and Cote Models as identified in Table 1) needed to be reviewed again for
further revision of the calculations and no furthet issues wete identified.
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4 Quality assurance scope

4.1 Scope inclusions

QTC petformed a QA Review of the identified sections of the Models provided on a line-by-
line basis to:

»  determine that the formulae have been consistently applied across the rows and columns
in the Models

x  determine that the Models have been constructed logically, particularly that
— calculations do not appear to reference incorzect cells

—  instructions detailed on specific sheets make sense from users’ perspective and
achieves putpose within the Model, and

x  detetmine that the mathematical or computational accuracy of the links, surs and
algotithms within the Models ate cotrect.

4.2  Scope exclusions

QTC advisoty setvices do not include:

x  teviewing any version of the Model, other than the original Model provided to QTC, in its
entirety. With respect to the receipt of subsequent versions of the Model, we will review
specific changes but we will not review them in theit entitety

®  providing an opinion as to whether the Model is sufficiently robust to provide materially
reasonable results under any set of assumptions other than those included in the original
version of the Model provided

»  reviewing hidden rows and columns in the Model ot hidden wotksheet
»  reviewing links to extetnal workbooks, other than the links to the suit of models provided

x  teviewing or interpreting any legal or other project documents, including financing
documents, or identifying the key televant clauses within those documents. Note that we
may review such documents to enbance our understanding of the Model, but we will not
do so as a lawyet or other expert-

x  detetmining that the Model has been constructed in accordance with generally accepted
best practice

x  tracing the assumptions in the Model to soutce documentation
x  determining the completeness and reasonableness of assumptions applied in the Model

»  determining the completeness and reasonableness of the methodology included in the
Model

x  commenting on the probability of the projections being achieved, or

x  providing advice in respect of accounting, audit, legal or taxation matters.

During the QA Review, where we identified other issues, which wete believed to warrant
further clatification, we discussed these with GAWB and WWL or have outlined them in the
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repott. Such issues tended to relate to the new methodologies applied in the Models that were
unfamiliar to us (in particular allocating the tax by zone; change in price calculation from
access and volumetric to maximum daily quantity based pticing; and proposed transition).

GANYB has advised that the methodologies used in the Models will be explained in GAWB’s
submission to the QCA.

Identifying issues of this nature does not however, imply that we have identified all such issues.

Nor does it imply we are expert in these fields. If you need specific assurance on methodology)
ot the assumptions contained in the Models, we recommend you seek and expett’s opinion.
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Disclaimer

This advice is fot the sole benefit of Gladstone Area Water Board (GAWB). None ofits
contents may be provided or disclosed to any other party without QTC’s express wiitten
consent. The advice is also provided expzessly subject to the terms of the letter of engagement
between QTC and GAWB dated 11 August 2014 (engagement letter).

The information in this document is ptovided by QTC in good faith in relation to the
information available at the time of prepatation and on the basis of information supplied to
QTC by GAWB. QTC has not in any way audited or independently verified the information
provided to it by GAWB. Accordingly, QTC does not reptesent that the information
contained in this document is accurate or complete and it should not be relied upon as such.

Recipients of this document should not tely on any matter set out in this document, which is
not coveted by an exptess warranty. To the extent permitted by law, QTC limits its liability in
accordance with the terms of the engagement letter.

QTC is under no obligation or duty to notify anyone if there is any change in any information

ot any new information ot if it forms a different opinion at any time after the date of this
document.
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