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EY Sweeney (a trading name of Ernst & Young) ("Consultant") was engaged on the
instructions of Barwon Region Water Corporation ("Client") to produce this research
report on proposed pricing and services("Project"), in accordance with the terms and
conditions found in our email dated on and accepted by the Client on 22 June 2017.

The results of the Consultant’'s work, including the assumptions and qualifications
made in preparing the report, are set out in the Consultant's report dated 4 August
2017 ("Report"). You should read the Report in its entirety including any disclaimers
and attachments. A reference to the Report includes any part of the Report. No
further work has been undertaken by the Consultant since the date of the Report to
update it.

Unless otherwise agreed in writing with the Consultant, access to the Report is made
only on the following basis and in either accessing the Report or obtaining a copy of
the Report the recipient agrees to the following terms.

1. Subject to the provisions of this notice, the Report has been prepared for the
Client and may not be disclosed to any other party or used by any other party or
relied upon by any other party without the prior written consent of the
Consultant.

2. The Consultant disclaims all liability in relation to any other party who seeks to
rely upon the Report or any of its contents.

3. The Consultant has acted in accordance with the instructions of the Client in
conducting its work and preparing the Report, and, in doing so, has prepared the
Report for the benefit of the Client, and has considered only the interests of the
Client. The Consultant has not been engaged to act, and has not acted, as
advisor to any other party. Accordingly, the Consultant makes no
representations as to the appropriateness, accuracy or completeness of the
Report for any other party's purposes.

4. Noreliance may be placed upon the Report or any of its contents by any
recipient of the Report for any purpose and any party receiving a copy of the
Report must make and rely on their own enquiries in relation to the issues to
which the Report relates, the contents of the Report and all matters arising from
or relating to or in any way connected with the Report or its contents.

5. Subject to clause 6 below, the Report is confidential and must be maintained in
the strictest confidence and must not be disclosed to any party for any purpose
without the prior written consent of the Consultant.

6.

10.

11.

All tax advice, tax opinions, tax returns or advice relating to the tax treatment or
tax structure of any transaction to which the Consultant's services relate (“Tax
Advice") is provided solely for the information and internal use of Client and may
not be relied upon by anyone else (other than tax authorities who may rely on
the information provided to them) for any purpose without the Consultant's prior
written consent. If the recipient wishes to disclose Tax Advice (or portion or
summary thereof) to any other third party, they shall first obtain the written
consent of the Client before making such disclosure. The recipient must also
inform the third party that it cannot rely on the Tax Advice (or portion or
summary thereof) for any purpose whatsoever without the Consultant'’s prior
written consent.

No duty of care is owed by the Consultant to any recipient of the Report in
respect of any use that the recipient may make of the Report.

The Consultant disclaims all liability, and takes no responsibility, for any
document issued by any other party in connection with the Project.

No claim or demand or any actions or proceedings may be brought against the
Consultant arising from or connected with the contents of the Report or the
provision of the Report to any recipient. The Consultant will be released and
forever discharged from any such claims, demands, actions or proceedings.

To the fullest extent permitted by law, the recipient of the Report shall be liable
for all claims, demands, actions, proceedings, costs, expenses, loss, damage and
liability made against or brought against or incurred by the Consultant arising
from or connected with the Report, the contents of the Report or the provision
of the Report to the recipient.

In the event that a recipient wishes to rely upon the Report that party must
inform the Consultant and, if the Consultant so agrees, sign and return to the
Consultant a standard form of the Consultant's reliance letter. A copy of the
reliance letter can be obtained from the Consultant. The recipient's reliance
upon the Report will be governed by the terms of that reliance letter.
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Research methodology

Barwon Water has been preparing its 2018 Price Submission for the Essential
Services Commission, of which a key component is the voice of their
customers. The process is nearly complete, and this study was designed to

Respondent Sample Structure

gauge the level of customer support for the outcomes Barwon Water proposes No. Pf 1M.ax
to deliver, the action they propose to take to achieve the outcomes, and the Interylews : Margins of
prices customers will pay across the five year requlatory period (2018/19 - (unwelghted) Proportlon Error
2022/23). +/-
The study involved 1,260 10-minute online interviews conducted between 5 1,260 -
and 23 July, 2017.
. s Residential 0 .
To be eligible for participation, all respondents were Barwon Water customers. - tenant 15% 7.0%
The final achieved sample structure is shown opposite. Type of Residential L 045 839, 3 0%
A link to the survey was made publically available on the "Your Say at Barwon Customer - owner ' )
Water" page dedicated to the 2018 Price Submission, alongside detailed NOU(; al 20 20, 21.9%
supporting information. The survey link was also included in an email sent to residentia
EL3,00Q custome‘rs‘. A chance to win one of five gift cards was offered as an 1t02 752 61% 3.6%
incentive to participate. Household
. . size 3to4 390 31% 5.0%
These promotional efforts were supported by: (residential)
5 or more 98 8% 9.9%

» issuing fliers to 68,400 customers

IMaximum margins of error shown are based on a research finding of 50% at the 95%

» engagement with key stakeholders inviting them to participate Confidence Interval

» social media promotion (including a 30 second animation inviting customers
to participate)

» an extensive media campaign utilising articles in local newspapers.

In this report, significant differences between subgroups are shown at the 95%
confidence interval. A significantly higher subgroup finding is indicated by A
and a significantly lower subgroup finding is indicated by V.
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Summary of results

There is a high level of comfort for all five
proposed outcomes amongst Barwon Water
customers.

Customers are most comfortable with
Outcome 1, (A reliable, secure water future
for our region) which they consider to be
Barwon Water's core business, and Outcome
2 (Timely, innovative services for our
customers)

Customers are least comfortable with
Outcome 4 (Stronger partnerships with our
community), but over four in five customers
(81%) are still comfortable with it.

Outcome 3: A healthier environment
for all <=,

% Comfortable

Support waterway and
catchment health 49% 90

Work towards zero
waste
Work towards ze'ro'net
emissions

Uncomfortable or very uncomfortable B comfortable

Outcome 1: A reliable, secure water
future for our region

Maintain secure water
supplies

Collect and treat
wastewater in a
responsible way

Encourage greater use
of recycled water

Provide clean, safe
drinking water

\

% Comfortable

42% 88

Outcome 1

Outcome 4: Stronger partnerships

with our community

Work collaboratively
with stakeholders and
industry

Build two-way
community relationships

o

% Comfortable

for our customers

Outcome 2: Timely, innovative services @

Be easy to deal with

Provide a positive
service experience

% Comfortable

89
88

Outcome 2

9°

possible for all of our customers

Outcome 5: Bills that are as low as §§§

Help customers to
manage their bills

Work hard to keep
our costs down

% Comfortable

85
)

Outcome 4

Very comfortable

Outcome 5

Note: ‘Neither comfortable nor uncomfortable’ not shown
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Outcome 1: A reliable, secure water future for our region

» Barwon Water customers have a high level of comfort with all of the proposed actions under Outcome 1.

» Although “providing clean, safe drinking water” doesn't have the highest overall proportion of customers who were at least “comfortable”, one in two customers
are very comfortable with this action - the highest of any action across the five outcomes.

%
Comfortable

Maintain secure water supplies.
Deliver actions from our Urban Water
Strategy (a 50-year plan outlining
actions to manage demand and ensure
sufficient supplies of drinking water
across our service region).

88%

Collect and treat wastewater in a
responsible way. Repair and replace
aging sewerage infrastructure by using
innovative, risk-based software

88%

Encourage greater use of recycled
water. Partner with industry to find
more productive uses for recycled water
across our region.

87%

Provide clean, safe drinking water.
Build and upgrade water infrastructure
to service new developments at
Armstrong Creek, Torquay and Spring
Creek.

87%

m Very uncomfortable m Uncomfortable m Neither comfortable nor uncomfortable = Comfortable m Very comfortable

Base:  Total (n=1,260). Data labels not shown where proportion is less than 3%.
Q1. To what extent are you comfortable with each of these actions being pursued by Barwon Water, in order to deliver this outcome?
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Outcome 2: Timely, innovative services for our customers.

» Customers have a high level of comfort with the actions that make up Outcome 2.
» Less than 5% of customers are uncomfortable with either of the actions.

%

Comfortable
Be easy to deal with.
Maintain options to easily talk with us in 0

) 89%
person or by phone and provide new
options to interact with us digitally.
Provide a positive service experience.
Minimise the impact of planned and

88%

unplanned water supply interruptions by
keeping customers informed and
restoring supply within five hours.

m Very uncomfortable m Uncomfortable m Neither comfortable nor uncomfortable = Comfortable m Very comfortable

Base:  Total (n=1,260). Data labels not shown where proportion is less than 3%.

Q2. To what extent are you comfortable with each of these actions being pursued by Barwon Water, in order to deliver this outcome?
© 2017 Ernst & Young. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation
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Outcome 3: A healthier environment for all. &,

» At least three in four customers are comfortable with all of the Outcome 3 actions.

» "“Working towards zero net emissions” is the action with the lowest proportion of comfortable customers across all outcomes (77%), and also has the largest
number of “very uncomfortable” customers, although this is still low in absolute terms at 4%.

%
Comfortable

Support waterway and

catchment health.

Invest in better waterway and catchment
health outcomes for the Barwon and
Moorabool Rivers through partnerships
with local catchment management
authorities

90%

Work towards zero waste.

Develop and implement an accredited
action plan to reduce waste across our
business.

86%

Work towards zero net emissions.
Invest more than $25 million in
renewable energy projects, including
construction of a new solar plant at the [RailEX
Black Rock Water Reclamation Plant.

15% 7%

m Very uncomfortable m Uncomfortable m Neither comfortable nor uncomfortable = Comfortable m Very comfortable

Base:  Total (n=1,260). Data labels not shown where proportion is less than 3%.
Q3. To what extent are you comfortable with each of these actions being pursued by Barwon Water, in order to deliver this outcome?
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Outcome 4: Stronger partnerships with our community. [6“

» At least four in five customers are comfortable with each of the actions that make up Outcome 4.

%
Comfortable

Work collaboratively with stakeholders
and industry.

Work with other agencies, especially
local Councils, on joint initiatives and
projects to deliver better value to local
communities.

82%

Build two-way community
relationships.

Continue to invest in education
programs with schools and invest in
more water efficiency programs across
our community.

81%

m Very uncomfortable m Uncomfortable m Neither comfortable nor uncomfortable = Comfortable m Very comfortable

Base:  Total (n=1,260). Data labels not shown where proportion is less than 3%.
Q4. To what extent are you comfortable with each of these actions being pursued by Barwon Water, in order to deliver this outcome?
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Outcome 5: Bills that are as low as possible for all of our customers § $

Most customers are comfortable with the actions that make up Outcome 5.

Interestingly, although 83% of customers are comfortable with the action “work hard to keep our costs down"”, 7% are uncomfortable with it - the equal highest
proportion of uncomfortable customers. From the open-ended responses, it seems that some customers support Barwon Water to spend more money on various

projects, such as reducing environmental impact or increasing storage capacity.

Help customers to manage their bills.
Reducing fixed charges for residential
customers and provide even more help ¥ 10%
and support to customers that may have
difficulty paying bills.

Work hard to keep our costs down.
Reduce our capital expenditure by $63
million over five years and set ourselves
a target to save nearly $4 million a year
- or almost $20 million over five years - EEICHIR{V]
in operating efficiencies, without
compromising service delivery.

m Very uncomfortable m Uncomfortable m Neither comfortable nor uncomfortable = Comfortable m Very comfortable

%

Comfortable

85%

83%

Base:  Total (n=1,260). Data labels not shown where proportion is less than 3%.
Q5. To what extent are you comfortable with each of these actions being pursued by Barwon Water, in order to deliver this outcome?
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All outcomes

» At an overall level, Barwon Water’s customers are comfortable with all five proposed outcomes.
» Customers are most comfortable with Outcome 1: A reliable, secure water future for our region (93% comfortable).
» No outcome has more than 1 in 20 uncomfortable customers.

%

Comfortable “| think these are great
initiatives for the future,
especially in the area of

recycled water.”

A reliable, secure water future for our region.
» Provide clean, safe drinking water

» Treat wastewater in a compliant manner 93%

» Encourage greater use of recycled water

» Maintain secure water supplies “I like these questions
and feel this is heading

Timely, innovative services for our customers. in the right direction for

» Provide a positive service experience 90% Barwon Water"

> Be easy to deal with

“The health and future
of the area should be the
88% first concern. However,
keeping costs down is
very important too. |
would think the use of
recycled water could be
extended and more
81% encouraged.”

A healthier environment for all.

» Work towards zero net emissions

» Work towards zero waste

» Support waterway and catchment health

Stronger partnerships with our community.

» Build two-way community relationships

» Work collaboratively with stakeholders and
industry

“| believe what is

Bills that are as low as possible for all of our
customers.

purposed is for a better
future. We need more

88% recycling, more healthier
> i ’
. \If'Volrk hartd to ke?p our COStStth.WS.” environment and for
elp customers to manage their bills costs to drop as
everyday living has
m Very uncomfortable mUncomfortable ® Neither comfortable nor uncomfortable m Comfortable mVery comfortable become expensive
Base:  Total (n=1,260). Data labels not shown where proportion is less than 3%. been repeated here as a reminder.
Qé. Now that you have seen some information on each of the five outcomes, please rate your Qéb. Could you please elaborate or provide reasons for your levels of comfort with the five
level of comfort with each outcome below. The actions associated with each outcome have outcomes? Are there any other comments you would like to make about the proposed outcomes?
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Billing context provided to customers

» Before testing the levels of comfort with proposed bill impacts, customers were provided with context about Barwon Water’s increasing costs. This context is
reproduced below.

» Level of comfort with the proposed pricing was also tested with non-residential customers, although due to the small base size (n=20) these results have not
been shown in this report. Of the 20 non-residential customers, 17 are comfortable or very comfortable, and 2 are very uncomfortable.

Current |Year1 Years2to 5
. . 2020/2021 ‘ 2021/22 ‘ 2022/23
Barwon Water's costs are increasing by ‘ 2017/18‘ 2018/19 ‘ 2019/20 ‘
more than $17 million a year, so that we Owner / Occupier
can:
i $912 $917 $922 $926 $931
»  Deliver what our customers and the 12 . —
community has asked for, includin R 1$893  Billis $19 morethan . - Y :
Y ' g 110 kL/year in2017/18 Bill increases by an average of $5 (or 0.5%) per year, excluding
action on climate change ($1.4 million excluding inflation | Inflation
per year)
$1,006 $1,015 $1,025 $1,034 $1,043
Ensure water security by paying our 3-4 people = - -
fair share of costs of being linked to the 160 kL/year $1,006 SST%TQ aesxlgluding Bill increases by an average of $9 (or 0.9%) per year, excluding
. & . s . Lo inflation
Victorian water grid ($8.0 million per inflation
year) $1,285 $1,307 $1,330 $1,354 $1,378
Support sustainable water g(;spiﬁi)lee;r $1,341 Billis $56 less than | Bill increases by an average of $23 (or 1.8%) per year, excluding
v 2017/18 excluding | inflation
management across the state by inflation
paying an increased environmental :
contribution levy to the Victorian R Tenan
government ($1.4 million per year) - $187 $217 $227 $237 $249
Pay for internal and external resources 1-2 people = il
to \Clleliver e e e 110 kL/year 169 iB;I!g;l/‘ignore than Bill increases by an average of $15 (or 8.2%) per year, excluding
R inflation
legislatively required to provide ($6.4 excluding inflation -
million per year). $281 $315 $330 $345 $361
R e x 3-4 people = . .
But we are committed to minimising price 160 KL /year | 2281 ;?)Ts/bllg aesxlauding Bill increases by an average of $20 (or 7.1%) per year, excluding
impacts on customers and not passing these inflation inflation

costs onto customers in full. To achieve this
we.a.re sgttmg targets for gch|evmg : 5+ people =
efficiencies in our own business operations. 308 kL/year

$560 $607 $635 $665 $696

$616 Bill is $56 less than in
2018/19 excluding
inflation

Bill increases by an average of $34 (or 6.1%) per year, excluding
inflation
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Bill impacts for residential customers

» At an overall level, two in three (64%) residential customers are comfortable with the proposed changes in Year 1 and this proportion remains relatively consistent with
Years 2 to 5.

» However, at a sub-group level, there is a notable drop in comfort amongst households of 5+ individuals reducing by 18 percentage points from Year 1 (73%) to Years 2 to
5 (55%).

% %
Year 1 Year 2 to 5
Comfortable Comfortable
() [) 0,
Total (n=1,240) EMEEIINEL 64% 60%
1to2
02 -752) LY 58% ¥ 59%
people
3 to 4 0, () 0, 0, 0,
(n=390) AT 74% A 18% 62%
people
>t (n=98) [REUEREL 73% 55%
people X :
m Very uncomfortable ~ ®mUncomfortable  ®Neither comfortable nor uncomfortable = Comfortable  ®Very comfortable
Base:  Residential customer (n=1,240). Data labels not shown where proportion is less than 3%.
Q7a. Below is some information on how the Year 1 bill for households similar to yours is likely to change. Please note that estimated future bill amounts do not include increases due to inflation.
Q8a. Below is some information on how the water bills in Years 2-5 for households similar to yours is likely to change. Please note that estimated future bill amounts do not include increases due to inflation.
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Bill impacts for residential owners

» In Year 1, nearly three quarters of customers in households of 3 or more people are comfortable with the proposed bill impacts (72% for 3 to 4 person households, 73%
for 5+ person households). Households of 1 to 2 people responded differently, with 60% saying they are comfortable and 20% saying they are not. This reflects the
relative impact on bills - smaller households will see a larger increase in Year 1.

» InYears 2 to 5, around two in three customers in households of 1-4 people are comfortable with the proposed impacts (64% for 1 to 2 people, 66% for 3 to 4 people).
Larger households of 5+ people are slightly less comfortable (59% comfortable, 22% not comfortable)

% %
Year 1 Comfortable Year2to5 Comfortable

Total (n=1,045) RMEEINNEL 65% 6% 12% 64%

plet)oplze (n=640) EZI1); 60% ¥ 6% 12% 64%

setoopr; P 6% 18% 72% A 5%10% o6
5+ _50) MMV 73% 59%
veople =80 ZZUBELY b 4% 18% ’

m Very uncomfortable ~ ®mUncomfortable  ®Neither comfortable nor uncomfortable = Comfortable  ®Very comfortable

Base:  Residential customer - owner / occupiers (n=1,045). Data labels not shown where proportion is less than 3%.
Q7a. Below is some information on how the Year 1 bill for households similar to yours is likely to change. Please note that estimated future bill amounts do not include increases due to inflation.
Q8a. Below is some information on how the water bills in Years 2-5 for households similar to yours is likely to change. Please note that estimated future bill amounts do not include increases due to inflation.
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Bill impacts for residential tenants

» Amongst tenants, around half of the customers in households of 1 to 2 people are comfortable with the proposed bill impacts in Year 1 (47%). This is somewhat lower than
the levels of comfort seen in households of 3 to 4 and 5+ (85% and 78% respectively indicating that they are comfortable)

» InYears 2 to 5, comfort amongst tenants drops by 28 percentage points to 35%. This reduction in the proportion of those comfortable is consistent across household size
(30% for 1 to 2 people, 43% for 3 to 4 people, and 39% for 5+ people)

% %
Year 1 Year 2 to 5
Comfortable Comfortable
0 () [)
Total (n=195) |HAEEIINEEL 63% 35%
1to2
pet)ple n=112) ALY 47Ny S0
3to4
people (N=65)  E¥IRT 85% A 43%
5 + - * 0, 0,
people (n=18%) EEUANEL] 78% 39%
mVery uncomfortable  mUncomfortable  mNeither comfortable nor uncomfortable = Comfortable mVery comfortable
ase: esidential customer - tenant (e.g. renting from a landlord) (n= . Data labels not shown where proportion is less than 3%. *Caution, small base size, interpret results with caution.
B Residential cust t t( ting f landlord) (n=195). Data label t sh h tion is less than 3%. *Cauti II'b. ize, int t Its with ti
Q7a. Below is some information on how the Year 1 bill for households similar to yours is likely to change. Please note that estimated future bill amounts do not include increases due to inflation.
Q8a. Below is some information on how the water bills in Years 2-5 for households similar to yours is likely to change. Please note that estimated future bill amounts do not include increases due to inflation.
© 2017 Ernst & Young. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation
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Service charges

» Two thirds of residential customers (67%) are comfortable with the proposed changes to the split between variable water volume charges and fixed water service charges.

» Open ended responses suggest that the idea of being able to reduce the charges on a water bill by reducing usage appeals to customers, while some customers are
pleased to see water saving measures incentivised.

» Although only a small number of non-residential customers were captured for this survey (n=20), most of these are comfortable with the proposed changes.

Proposed changes to fixed and variable charges - residential Comments regarding bills over the next 5 years
%
Comfortable Key themes
0, () 0, o . .
4 21% 67 Support changes “It is good to see a reduction in
to service / fixed costs. This enables people
volume charges more control over their charges
m Very uncomfortable m Uncomfortable by reg(-”atlng thelr Water usage. "
m Neither comfortable nor uncomfortable Comfortable
lVerycomfortabIe T T T T T T T T T T T
Charts presented to customers in survey as context: ) )
Fixed water service and water volume charges as a proportion of your bill sl “You seem to have it all in hand,
New pricing is &l o ] 3
reasonable an e I’ISG.IS, In price seem
reasonable.
m Variable water e e e e e e e e e e e e e e e e e e e
volume charge L .
9 “l wish it wasn't going up but |
m Fixed water Accepting of price accept that it is. Keep up the
service charge increases as good work giving householders
inevitable tips on recycling and reducing
their usage.”
Q9a Base: Residential owners (n=1,045). Q10a. Barwon Water proposes that water and sewerage prices for non-residential customers will not
Q11 Base: Total (n=1,260) increase over the next five years, excluding inflation.
Q9a. Barwon Water proposes to change the split between water volume charges and fixed water Q11. Do you have any comments or concerns that you would like to share about proposed bills
service charges on your bill, to give you greater control over the charges incurred. Fixed water over the next five years?
charges will form a smaller portion of overall bills, while the water volume portion will increase. *Caution: small base size (<30)
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