Productivity Commission 2011 Australia’s Urban Water Sector
Draft Report.
Comments with relevance to the Queensland Urban Wat Industry

Background

The Queensland Water Directoratgd{vater) is a membership-driven organisation for
the urban water industry in Queensland. Over 90%Quéensland local government
urban water utilities in SEQ and regional Queertlgidwateraims to strengthen the
urban water industry to maintain and improve théetga health, wellbeing and

sustainability of Queensland’s communities. The eDiorate actively promotes
collaboration and development across the industrigg aorks through providing

coordination, consistent advice and collective tnjio policy formulation in close

partnership with the Local Government Associatib@uoeensland (LGAQ).

gldwater provided initial comments to the PC Inquiry in fp@rship with LGAQ. The
following comments are providedon the Draft Regorteflect communication across
the local government urban water industry. Thesements are provided to be read in
conjunction with support of the LGAQ submission.

The Commission should be congratulated on a coreps#e and robust review of the
national water industry. It is clear that consuttathas been broad and a meaningful
effort has been made to respond to inputs fromesialklers. This review differs from
previous (and concurrent) national reviews in thigehce applied to understanding the
needs of the diverse Queensland urban water industr

In general, the comments and concerns of the Qlaaehsirban water industry have
been well captured in the Draft Report, even in tmwersial areas, and
significantrecommendations reflect the need fefditpurpose responses to this diverse
sector. Specific queries and further industry infation are listed below along with
some general comments. All page references refietiicrosoft Word version of the
Draft Report available from the PC website at
WWW.pc.gov.au/projects/inquiry/urban-water

General Comments

One general concern with the broad recommendatiotise Draft Report is that they
are holistic and interdependent. For example, miayhe pricing reforms rely on
equivalent reforms in taxation and transfer paymeatensure equity and affordability
of supply.lt is likely that jurisdictions will bel@v to implement some changes, while
others may be adopted relatively rapidly. This ddehd to inefficiencies.
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Importantly, the potential structural reforms ftwetmetro (Chapter 12) and regional
(Chapter 13) segments of the industry rely on mamegursor reforms to be effective.
This is recognised in the Draft Report (p. 326):

The analysis contained in chapters 12 and 13 asstina all of the universally
applicable reforms set out in chapter 11 have hegiemented, and that property
rights to water, wastewater, stormwater and reayal@ter products have been
clarified (chapter 6).

This should perhaps be emphasised further. Theofiskl hoc restructuring is a real one
and the report should further highlight the needHolistic reform rather than merely
restructuring the water utilities themselves. Bample on page 383 it is noted:

“it is important to remember that structural reforisinot the only way that
efficiencies can be achieved in the regional watmtor, and in most cases, pressing
ahead with structural reform in isolation of otheforms will be ineffective.”

gldwaterstrongly endorses this comment and suggestshisatiessage be emphasised
earlier in the report to avoid reactive or ad heform as has occurred in the past (see
point 1, below).

Specific Comments

Chapter 1
1. Drivers of change and inefficiencies.

On pp 2-3 the Report finds that “Although consitiéeareform has occurred over the
past three decades, the urban water sector hasubpelen stress in recent times.” The
stresses listed are:

* “alengthy period of unexpected low rainfall anflows”

» “heavy rain and floods in eastern Australia”

» “pressures from growth in demand,

« “ageing assets and reduced capacity to supply gristing rainfall dependent
sources”

* ‘“water quality problems [...... ] in some regional areas

It is suggested that some of these stresses hdve fgrolonged use of severe water
restrictions and consumption targets”, the “usemaindated measures or subsidies to
reduce the consumption” and “large investments &n rindependent supply
augmentation”. It is concluded that these “recemtegiences in the sector have created
further impetus for this inquiry”.

Notwithstanding the reality of this summary of sses and responses, this section
misses a key point in the analysis of the indusaignely:the major cause for recent
inefficiencies in the urban water industry are thecyclical and ad hoc responses to
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accommodate recurring or predictable stressellthough some of the responses

listed are unprecedented in magnitude, they arenoférely extensions of common

industry solutions. It is the timing, urgency angplanned nature of these responses
that have resulted in a range of sometimes verycoefficiencies

Most of the stresses listed are common and not medgnt, but also recurrent and
ongoing. Planning for droughts, floods, increassgmand and ageing assets are
standard processes in any well-managed water lassiheappropriate or inadequate
responses to foreseeable stresses should be utsaeepbut often reflects the
constraints of a politically motivated and reactg@verning framework for the urban
water industry.

Rushed and reactive responses of unprecedenteditut®yisuggest panicked rather
than deliberative decision making and inevitablysule in inefficiencies. By
overtlyrecognising this underlying issue for théam water industry, this Inquiry could
avoid reinforcing the cycle of heavy investmenidaled by general disregard for the
industry that has been common in the past.

2. Regional View of Water and other Essential Services

On p. 5 it is recognised that “water is often pesee to be different from other utility

services (electricity, gas, telecommunications arail) because water is ‘essential for
life””. However, the Report aims to de-politicideetissue of water supply by “adopting
the same approach as it would when consideringr atitities that also provide

‘essential services’, [in order to] arrive at pgliadvice that deals with the challenges
and legitimate concerns of the community in botntoy and metropolitan areas.” This
is a sensible approach but misses an important pbout water as an essential service.

In regional Queensland, electricity, communicatiand road services are viewed along
with water as essential services for small and tensommunities. As in other states,
some these services have often been developedriyirttaough the action of local
communities (often with Commonwealth and/or Stasistance) so there is a strong
sense of ‘ownership’ in their provision and histaii management. This perception
grounded deeply in the culture of many wester conitias.

Further water is seen as different from the othilities, not only because it is
“essential for life”, but for two important additial reasons.First, when other services
are unavailable from time to time (e.g. when amgils seasonal flooding are routinely
isolated), they can be substituted or done witfoutsome time. In contrast, water
services to urban areas are difficult to replaceafioy length of time. This places a
premium on reliant and self-managed water seniicegmote communities and also
complicates the cultural ‘ownership’ of water irftiaicture and its management.
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Second, water is generally the first essentialviset to have been developed and
indeed often forms the basis and defines the locaif remote communities. Although
modern services have developed on top of origirsémnsupplies, there are strong local
links with historical and cultural dimensionsfor tea supplies in remote (and
particularly indigenous) communities.

This cultural and practical complexity means thatew services are viewed differently
from other utilities. There is significant conceamong small and particularly remote
communities that increased centralisation of denismaking about water and

wastewater services will further distance them frdatision making processes (see
also Comment 56 below). Further, there is a reatem that even their basic needs
could be overlooked in favour of larger communiti€kis (real or perceived) risk is

tolerable with many services but unacceptable fatewsupply. Treating water as akin
to any other essential services is appropriate anynrespects but does not align well
with perceptions in regional Queensland with itemeuous remote communities.

Chapter 2

3. Inclusion of stormwater in the scope of the urbanndustry

The scope of the urban water industry is descrimedop 10-11(and elsewhere) as
including potable water, wastewater and stormwatenponentsgldwater supports
this definition on the grounds of best practicavimole-of-water cycle management but
it should be clear that in many places stormwasemanaged separately from the
potable and wastewater elements of the industry.

This issue is recognised in the Draft Report. F@naple Table 2.16 on page 48 shows
that stormwater is often managed by local governsmgnmany jurisdictions. Chapter
12 further distinguishes the differentiation of #termwater industry.

Even in Queensland where local government manaljedeanents of urban water,
there is a fundamental (though perhaps artificiil)ide between stormwater and
potable and waste water management. This shoustk®owledged in this chapter of
the Report because of the resultant complexity of @angoing discussions of
integration of these three elements.

4. Definition of recycled water and wastewater treatmet processes.

On pp 12-13, Box 2.1 and 2.2 give definitions fdfedent classes of recycled water
and also for standards of wastewater treatmentse definitions are routinely subject
to technical modification and industry and jurigdinal controversy. Inclusion of such
definitions in this high-level review is unnecessand likely to cause argument rather
than clarification. If such definitions must be luded, they should at least encompass
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the advanced wastewater treatment that occurs uthSBast Queensland which is
treated to a standard that exceeds ‘Class A’ redyalater and is ostensibly suitable for
potable reuse.

5. Direct potable reuse

The controversial and political nature of potabéise of wastewater means that
messages must be very clear. On page 13 the R&ptes that “in Australia recycled
wastewater and stormwater has been kept sepaoatetlie potable water supply” with
a few exceptions. It then goes on to claim ti&tis however, is not the case in other
countries’ and specifically site the case of Singapore wHegeycled water meets 30
per cent of Singapore’s water demand”. This statdmeay be seen as misleading
given the paucity of other examples of cities wheirect potable reuse is common
practice.

6. Breakdown of water and wastewater supply chain cost

The breakdown of the components of water and waster services on pp 14-15 is
useful but fails to mention economies of scale.exira dot point should be added to
express the fact that costs will be highly affedigdarge capital expenditures in small
communities. This is important to later argumemtigaigainst economies of scale, and
cross-subsidisation of small communities (see@agnment 56 below).

7. Cost of supply of bulk water

On page 15 it is noted that the “operating costsutk water supply could be expected
to rise in coming years. This is due to new supglgmentation options, such as
desalination, having relatively high operating spstompared with traditional supply
sources such as dams.” Although technically cortbese statements gloss over a wide
range of diversity relevant to regional urbane srea

First, although the cost of desalination is higtlen sourcing water from dams, this
cost is confounded with the costs of treating tretew In desalination plants, these
sourcing and treatment occur in the same process.

Secondly, the statement also ignores the fact diegtlination is unlikely in most
regional areas, even in large coastal centreshdset urban areas costs are likely to
increase due to increased water security measumnds irereasing water quality
requirements and standards.

Finally, many regional towns source water from siete bores. In these towns the cost
of supply is not likely to increase as demand reaelatively constant. These towns
may be insulated even from costs of increasing matrlity standards if the water
source is of good drinking quality. However, in soareas additional treatment may be
required to meet standards for total dissolvedssafid aesthetic standardgdwater
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acknowledges the necessity of focus the examplabanReport on the large metro
areas of Australia particularly acknowledging thias difficult to get data from (say)
regional Queensland, but some of the regional lgugtions need to be recognised in
this section as the generic findings do not traadlanon-metro urban areas.

8. Energy Costs

Figure 2.2 cites a very high cost for water treatime Brisbane, but not the Gold
Coast. Does this data include the costs of therambchwaste water treatment plants and
desalination schemes? This could also explain ig@aportionately high cost of water
treatment in Perth. If so this data is confoundetth Whe connections created through
the SEQ water grid and by the timing of roll-outda&salination plants in major urban
centres and should not be taken a generic casg sfutie broader water industry in
any jurisdiction.

9. Summary of Urban supply and service arrangements.

Table 2.16 contains some errors in the informasigpplied for Queensland, namely:
e “Queensland Water Utilities” should be “Queenslaitdan Utilities”,

e ‘Bulk Supply’ column should also include “Linkwateand “Two Category 1
Water Boards” (namely Gladstone Area Water Boaxtl b Isa Water Board),
and “Wide Bay Water” a LG-owned corporation,

* ‘71 local water utilities’ In ‘Water Retail' and ‘astewater retail’ columns
should read “62 local governments, one LG-ownedp@ation, and several
privately owned service providers”, and

e ‘Stormwater’ column should read “73 Local Governisén

Chapter 3
10. Definition of Water Security

The definition of ‘water security’ on p. 60 shouktognise the need for maintaining
environmental flows. That is, water security pr@sdhe direct goods and services
provided from harvesting water and also the indigeods and services (including
environmental goods and services) provided by enuirental flows.
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11.0Objectives for the urban water sector

Chapter 3 summarises expected objectives for thenuwvater sector and concludes that
they can primarily be encompassed under a broatg of economic efficiency.
Hence Draft Recommendation 3.1is:

The Australian, State and Territory Governments usthoarticulate a common
objective for the urban water sector in relevaniggodocuments along the following
lines:

» The primary objective of the sector is to providatev, wastewater and
stormwater services in an economically efficienhne so as to maximise net
benefits to the community.

Economic efficiency should be defined broadly tduite environmental, health and
other costs and benefits that might not be pricecharkets.

The objectives included within this broad headirglested in detail. In general these
objectives align with the first 8 Principles oudohby LGAQ andjldwatedeveloped
by a water industry taskforce — see Appendix Yuiole reform of the Queensland
urban water industry which are treated in turn elo

Principle 1: Efficient and effective service delivery and resm use.
Strong agreement with suggested objectives.
Principle 2: Equitable and transparent water sharing acrad$atween regions.

Moderate agreement with suggested objectives.HAimgiple would likely be
endorsed by both the Queensland Taskforce andrtiduBtivity Commission
when economic efficiencies were demonstrablena@esolely for equitable
water availability).

Principle 3: Needs of individual communities to remain a vdaler of management,

policy and planning.
Some agreement with suggested objectives of ecomdiiciency but with the
requirement that individualcommunities’interests he overlooked emphasised.
This is an important point. While broad economitcafncy may not favour
equal water services across all small communities,Queensland Taskforce
implies that existing communities should not bergd on the grounds of
efficiency to the greater community. This statemeedgnises the inequity of
negotiating power and isolation of such communifiesn many decision
making processes and poor inclusion of such contreann decisions made
about services in the past.

Principle 4: Management of water businesses needs to degéuamns that allow for

appropriate asset renewal with a dividend on assaismed to the community through
Local Government (with no cross-subsidisation deotcouncil services).
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Strong agreement with suggested objectives witladl@ion that any dividends
should be returned to the community through loe#ther than state government
given their current role in provision of water se®s. However, given the low
or negative rate of return (see Comment 35 beldwgpme small service
providers, it might be expected that dividends wdnd small or negative.

Principle 5: No community to be substantially disadvantagedgonable price for
basic access).

Strong agreement with suggested objectives.

Principle 6: Water planning framework to be consistent actbesstate.

Strong agreement with suggested objectives. Thigatipn is that broad
planning for water supply be undertaken by theeStat

Principle 7: Water planning and management needs to be didadted with statutory
and land use planning activities of Local Governimen

Strong agreement with suggested objectives.

Principle 8: Long-term sustainable asset management (takiogaccount, for

example, Water Sensitive Urban Design, System Supgsses, Integrated Water

Cycle Management and maximising the benefits dicadrintegration).
Agreement with suggested objectives. These olgsdtidicate the need for
efficient management of assets for economicaliyierfit service and sustainable
management (through integrated water cycle managewmileich includes
stormwater). The Taskforce’s principles did notgala strong emphasis on
environmental protection likely because it was asst that this would be a role
for the State to set guidelines and standards wiwetld then be met by the
industry. This agrees with the Draft Report’s sugigd objectives but it should
be noted that the transparency of decision makimdjiaclusion of the industry
in determining appropriate and achievable environtaéstandards has been
poor in the past and needs strong attention paldidy to avoid ‘lobbying
Costs’.

The remaining two principles recommended by LGAQ aydwater referred to
governance structures and are dealt with elsewfiezee are no direct principles
aligning with the Report’'s suggested objectives infolvement in catchment
management or flood mitigation. This is likely besa of the diversity of involvement
with these processes at present in Queensland. Boalegovernments are involved in
these processes but others are not. All council@ hiasponsibilities for managing
stormwater, but they are usually undertaken throdigtinct processes that are not
aligned with other water services.There is theeefoo clear position on these matters
from the Queensland urban water industry.
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Chapter 4
12. Environmental Externalities

The statement on p. 79 that negative externaltiemn wastewater disposal) impact
downstream recreational users and “others thatatzoat the degradation of the
affected environment” is too narrow. Such dischaiggve the potential to negatively
impact the entire community through a broad rarfggngironmental goods and
services that are difficult to value but are pulgloods. Examples include breeding
grounds and nursery areas for (commercially) ingrdrspecies and environments such
as mangroves which provide a filtering functiongstuaries. The sentence should be
changed to reflect the contribution of broader goadd services.

13.Community Benefits and Cross Subsidisation

The section on ‘government’ involvement does nopesp to acknowledge local
government ownership and management of the wadkistry in regional areas. Local
government ownership has many benefits but alsks.ri@enefits include close

involvement of communities decisions about theitawand wastewater services, local
employment and the possibility of dividends retarn® local communities. The

realisation of these benefits and mitigation of embial risks require clear and
transparent processes to avoid negative crosseksduson or politically driven, short-

term decision making.

gldwatersupports with minor modificatioDyaft Finding 4.1:

It is the role of governments (elected representas) to:
e set objectives for policy development for urban araand relevant objectives for
each agency
« develop policy frameworks and principles in relatioto public health, the
environment and service delivery that are considtefith these objectives
« define property rights for water
* putin place institutional and governance arrangemis for:
= public health, environmental and economic regulatiorelating to
water
= service delivery of potable water, non potable wateastewater and
stormwater services.

Modifications suggested are:

1. This Draft Finding appears to be referring to goweent and elected
representatives at a state level and should befieddo distinguish the role of
local government elected members.
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2. The finding makes no mention of transparency, puldccountability or
communication with stakeholders. While this mayalssumed, the past lack of
transparency across the water sector required thateinforced.

Chapter 5

14.Good regulatory practice.

The Report’s findings about the need to make reiguaeffective and efficient and
appropriately resource regulators are sensible aigh with the desires of the
Queensland urban water industry. There is sigmfieaom for improvement in the
regulation of the Queensland industrygldwater strongly endorses Draft
Recommendation 5.1 (pp 95-96):

Urban water sector regulators should rigorously gpihe six principles of good
regulatory practice spelt out by the Regulationkfasce in 2006.

15. Water Pricing

The Report points out some dis-benefits of settmater prices through political means
and concludes with Draft Finding 5.1 (p. 99):

Price regulation is not an appropriate mechanisntéal with affordability concerns
or to ensure that urban water utilities fully re@s\costs.

The dysfunctional nature of the price-setting psses in parts of Queensland is
reflected by the recent announcements of additistractural changes in South East
Queensland on the grounds of community responseater pricing. Across the state
water prices are influenced not only by State Gowemt but also local government
politics and policy, creating uncertainty and ingéncies.

This is demonstrated by the range of water pri@nmgngements across the state (see
Figure 1). The range in customer bills represeitif®i-purpose pricing but in others it

is clear that prices are set at artificially lowedés and may not achieve cost recovery for
the provision of water services. A similar resutultl be demonstrated for sewerage
billing.
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Typical Residential Water Bill by Utility Size
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Figure 1. Typical residential water bill (based on averagder use) for Queensland utilities
grouped by utility size. Source: data submittedsbyice providers to the State-wide Water
Information Management (SWIM) system for the 09/&Porting period.

A potential benefit of the Queensland system is phige setting can be undertaken on
a fit-for-purpose basis across regions, but thiebemay not be realised in many areas
because of competing political needs. Whijldwater has no specific concerns with
Finding 5.1, in the absence of external pricessgtrrangements, the monitoring and
checks put in place for the industry need to bagtnt and transparent.

Chapter 6
16.Recommendation on balancing supply and demand plarimyg.

gldwatersupports Draft Recommendation 6.1 (p. 114):

State and Territory Governments should adopt pdatyings that allow the costs
and benefits of all supply augmentation optionsda@onsidered using a real options
(or adaptive management) approach.

Information on costs, risks and benefits to consarakall augmentation options
should be made publicly available and views ofctbamunity sought, especially
regarding sensitive options like potable reuse.

Bans on particular augmentation options (those iekpt stated and those that are
implied by government decisions) should be remawmetiiding those on:

* rural-urban trade (to allow water to be allocatedlits highest value use)
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* planned potable reuse (unplanned potable reusereammmonly without
any apparent ill-effects).

17.Recommendation on capital subsidies from State andCommonwealth
Governments

With the caveat that exemptions can be grantedspecific communities (see Draft
Recommendation 13.3 at Comment 58 belowjdwater supports Draft
Recommendation 6.2(p.119):

The Australian, State and Territory Governmentsusthoot provide subsidies for
supply augmentations and other urban water infrastire, except where:

« it directs a utility to invest to produce a partiauenvironmental outcome
unrelated to its service delivery responsibiliteesl the subsidy is
commensurate with the costs attributable to achiggpthe outcome

» aformal process has identified that a particulanemunity should be
exempted from the requirement to fully recoverstimbugh water charges
(see draft recommendation 13.3).

18.Impediments to achieving gains from an adaptive appach to supply
augmentation

gldwaterendorses the statements made by the report dicpbimpediments
interfering with adaptive planning for water supplygmentation. On p. 125, the
report states:

In the Commission’s view, the main impediment atisimg the gains available from
taking a real options approach to supply augmentats current institutional and
governance arrangements. In most jurisdictionselee characterised by:

» absence of clarity over the roles and responsiegibf cabinet, ministers,
government departments, water utilities and reguigtwhich can cause
delays and uncertainties that erode the benefitdlave from a real
options approach

» political involvement in decision making that caing with it an undue
level of risk aversion and other incentives thatknvgainst achieving a
least expected cost balancing of supply and demailustrated by the
Sydney example discussed above.

Recent changes proposed for the South East Quadnsider industry may
provide further unfortunate examples of this digcant.
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19. Fit-for-purpose Integrated Water Cycle Management

gldwaterstrongly endorses Draft Finding 6.1:

Integrated water cycle management initiatives dterodriven by the assumption that
increased water reuse and recycling, and decreaskghce on centralised water
supply systems are always in the community’s iateré\ better approach would be to
seek to remove impediments to integration (sucheabsence of appropriate
property rights for wastewater and stormwater amficiencies in the analyses, and
community awareness, of costs and benefits), thexdwving efficient recycling and
reuse projects to be implemented.

The one-size-fits all policy approach has beenragomg problem for the
Queensland urban water industry with much poliapdpelriven by best practice
improvements in south east Queensland. The vastgitiy and climatic range of
Queensland communities makes implementation of guheles difficult and
inefficient in some areas.

One item that the Draft Report appears to overleb&n considering changes to
property rights and inefficiencies of monopoly mgaaent of stormwater and
recycled water, are the potential health impacigooir management. Greywater
and recycled water regardless of its source presepbtential health issue not only
to direct users but to their neighbours. Part efittefficiency of centralised
systems for managing these potential sources ks issthat there is a clear line of
accountability for ensuring the community’s safégcentralisation and
outsourcing must be carefully managed to avoid sistls, potentially in the long
term when private companies or subsequent owneyesife systems become less
focussed or forgetful of safety requirements whemaging such systems.

20.Scope for efficiency gains in regional areas

Potential for efficiency gains in regional areadeslt with specifically from p. 145.
On p. 146 it is suggested that “it would appeat ithefficient asset management is
particularly prevalent in some regional areas, ug shortage of staff with
appropriate skills and experience and/or lackmriicial resources to undertake
asset upgrades.”"The Report generally recognisedivbesity of small regional
communities and also that it is difficult to tdlkhe increased operating costs are
due to difficult operating environments or undefpenance.

The Report goes on to state that “there is, howeedence to suggest that
substantial efficiency gains could be achieveddiye form of amalgamation or
alliance between small regional water utilitiesjefahcould be combined with
governance reforms”. The fact that regional Questtshnd NSW are serviced by
177 providers while the rest of the country by oBlyis raised as being “striking”
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(p 147). However, the potential for diseconomiewbble-of-state water utilities is
also raised.

Finally, the reliance of local governments andrtkemmunities on economies
provided by local water management are also ackesiyed. In general, this
section provides is a balanced summary of the faetfbecting regional
Queensland.

Chapter 7
21.Vertical Integration in Regional Queensland

Bulk water pricing in regional Queensland is disagson p. 153. It seems to be
assumed that water providers outside of south@aséensland are all vertically
integrated. In reality the system is more comple) some providers being
vertically integrated, some being supplied by tia¢usory Authority Sunwater and
four communities source bulk water from Water Bgaithmely Gladstone Area
Water Board and Mount Isa Water Board).

22.Bulk Water Pricing Signals

Section 7.1 outlines the benefits of flexible prgifor bulk water regardless of
whether an organisation is vertically integratesulting in Draft Finding 7.1.:

By more closely reflecting the opportunity cossubply, flexible (scarcity)
pricing of bulk water helps to facilitate a mordigént allocation of water
resources and more efficient supply augmentati@samns.

This section does not appear to consider respamssseof demand. As well as the
usual complexities of elasticity associated witititiggs and particularly essential
services (see e.g. p. 185 of the Report), wateradens strongly affectedby
information availability. For example the commormgtice of 3 monthly (or even
6-12 monthly billing) cycles and a traditional conmnity attitude of being unaware
of water prices means a significant change in gfowiof information from bulk
providers to retailers to consumers in order toeoehanage the risk as of
climatically variable water supplies.

There is also an assumption that there can be ddiapen bulk water supply (see
p. 158. In an earlier section the Draft Report canta on the unlikely entry of
significant competition into the bulk water markéthile small scale operations
may be possible (and examples already exist in states), wide spread bulk
competition is impossible, particularly if equitysupply of essential services is a
factor (see also Comment 45).
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23.Beneficiary Pays Approach for Recycled Water and $tm Water

The beneficiary pays approach discussed on p. fipdaas to ignore the
externalities of recycled water and stormwater eetiiere are benefits accrued to
the broader community associated with water savimgisnes of scarcity, reduced
environmental impacts and reduction of the urbanrenmental footprint.

24.Developer Charges

The Report’s findings on developer charges are sansed in Draft Finding 7.2 (p. 171):

There appears to be scope for efficiency gainsigueng that developer charges better
reflect the costs of service provision in new dgwelents. Upfront charges should be
used where the incremental costs of developmentaiteestablished and, in the case of
urban infill, benefits do not accrue to incumben#here the benefits also accrue to
incumbents, costs should be spread across all uksyagh rates, taxes or the fixed
part of a two-part tariff for water and wastewater.

gldwaterendorses this finding, noting that the recentsieniby the Queensland
Government to cap development charges may limiabikéy to manages such
charges in certain situations (e.g. small dwelljraydor high cost developments.

There is a request for further information on depetent charges on pp. 171-172.
Significant input was provided in Queensland tordeent review of development
charges which was released at the same time &rdftetReport and may be of
interest to the Commission.

25.Metering and direct charges.

The Report acknowledges the need to appropriatsigss the costs and benefits of
retrofitting meters in (either across unmetered ramities or in multi-unit
premises) rather than assuming that universal imgtar these circumstances will
be efficient. Common opinion is that it is unliketyoften be financially viable (at
least with current technology) so a cost benefilysis is essential and with this
caveatgldwaterendorses Draft Recommendation 7.1 (p. 176):

Metering technology should be introduced in all reémgle and multi-unit
dwellings. The case for retro-fitting existing dmgnd multi-unit dwellings
with separate metering technology should be asddsseitilities

and Draft Recommendation 7.2:

Utilities should charge tenants directly for all tea charges, both fixed and
volumetric, where water is separately metered. Whieis does not already
occur, State and Territory Governments might negulit in place
transitional arrangements to ensure that savingstalords are passed
through to tenants.
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26.Inclining Block Tariffs

Draft Finding 7.3 (p. 180) suggests:

The volumetric component of two-part tariffs isremtly distorted by inclining
block tariffs. Inclining block tariffs lead to irfefiencies and inequities. There are
substantial efficiency gains to be achieved fromingpto a flat volumetric retail
pricing structure.

Some utilities favour inclining block Tariffs suggag that they provide
affordability. The Draft Report argues against this relies on affordability issues
being addressed through other Government mechanisms

There is a broad range of tariff structures use@bgensland utilities. Some small
providers using Great Artesian Basin bores hawe dtlwwances with a single fixed
charge, but the majority of providers have a tveoad system (Figure 2). The two
tiered systems may have up to three inclining dodlere is little evidence to
suggest that the current structures have a signifienpact on water use broadly
across the state (see Comment 29 below) thoughidiil utilities report that
inclining block structures have been useful in rdg water use in some regions.

Variable tariff structure of Queensland water utilities.
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Figure 2. Tariff structure sued by Queensland water utdifiecludes free allowances, fixed pricing
and two-tiered systems with up to three inclinihgcks. Source: data submitted by service
providers to the State-wide Water Information Maragnt (SWIM) system for the 09/10 reporting
period.

27.Postage Stamp Pricing
Draft Finding 7.4 (p. 183) argues against widesgpirpastage stamp pricing’ where

there can be efficiency savings.
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Charging the same price for water over large geqipia areas irrespective
of the different costs of servicing individual ltoas within those
boundaries leads to inefficiencies and inequitiggere is scope for
efficiency gains in moving to more location-speqdifiicing, particularly
where cost differences within ‘postage stamp’ ar@asform pricing) are
currently large and easy to quantify. In such caties benefits are more
likely to outweigh the costs.

This finding is relevant to Queensland where soreasahave set prices according
to sound financial principles, unhindered by resivns of regulated pricing
structures. There is a risk of cross-subsidising performers (rather than
supporting remote and small communities) if posttgenp pricing were
introduced.

28.Two Part Tariffs with Flexible Consumer Options

Draft recommendation 7.3:
More consumer choice in urban water tariff offesrghould be available. This would:

« allow consumers to express their preferences onrsg©f supply and price
stability

« provide an opportunity for water utilities to marademand better as water
availability changes over time.

Utilities would be required to provide default tyart tariffs with a single volumetric
component

would require service providers to adopt two pauriffs (a fixed component and a
component based on volume consumed). The volumeaoemt would be based
directly on volume used and not include an ‘incionblock’ structure where all
water use within a defined range is charged asdémee price.

In addition, it is recommended that flexibility peovided in how Tariffs are
applied. This could mean for example that consurceutd choose among a default
tariff with a fixed price over a contracted periad]exible tariff that would vary
from year to year to reflect scarcity or a mixediftavith fixed and flexible

elements. It is likely that this structure wouldeeate with many users because of
its similarity with fixed and variable rate homeis though as the Report states,
water utilities might need to build experience ettisig Tariffs to manage risk.

29.Queensland data on impact of tariff structures

It would appear that current tariff structures @ mecessarily influence water use
in all Queensland utilities. Figure 3 shows therétile relationship between
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average price and volume of water provided to esgidl premises despite the
majority of utilities having tariffs with a volumet component. There is also little
evidence that smaller utilities, where the costsesf’ice provision per capita might
be expected to be greater, charge a premium feetbervices or that economies of
scale in larger utilities allow for lower costs.

Average Supply versus Typical Water Bill
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Figure 3.Average volume of water supplied to residencesusercorresponding typical water
bill for that supply grouped by utility size. Soaraata submitted by service providers to the
State-wide Water Information Management (SWIM) egsfor the 09/10 reporting period.

The lack of relationship is highlighted furtherRigure 4, and may be due to
insufficient data, price inelasticity, ineffectivess of existing tariff structures or
arbitrary pricing policies in some utilities. Redhmss, it is likely that a review of
pricing and tariff structures across Queenslaridies would be beneficial.

Figure 4 also indicates that there may not be @ ckdationship between Tariff
structure and water use. Some utilities argueititdining block tariffs reduce
water use, but it appears to be relatively consisaeross larger utilities regardless
of the tariff type adopted.

There is also clear evidence for high variabilityooth typical bills and average
water use across smaller providers. There is icseifit data to determine whether
this variability reflects climatic or other locabrditions or cost of supply. It is also
possible that price setting in some areas may latafact of historical pricing
policy.
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Figure 4.Average annual supply to residential premisestgpidal residential bill overlain on pricing struce. Source: data submitted by service providers
to the State-wide Water Information Management (@Y\dystem for the 09/10 reporting period.
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30.NWI Pricing Principles

The Report finds the NWI pricing principles to beclear and request further
information on what should be included in an img@set of principles. Draft
Finding 7.5 is:

The National Water Initiative pricing principlese@unclear and provide scope
to implement pricing policies that are not necesgan line with the principles
of economically efficient pricing.

Whengldwaterand LGAQ were consulted in setting the Principtes,process was
rushed but as the principles were set at suchraleigl and were not immediately
binding, both organisations endorsed the NWI Ppies. Further consultation with
adequate time frames would be necessary to fuidicas these principles.

Chapter 8 Non-price demand management
31.Costs and Imposition of Restrictions

gldwateragrees with Draft Finding 8.1 that:

Although apparently reasonably well accepted bycttramunity, water restrictions
generate costs for households, businesses anathmenity. They do so by denying
consumers the opportunity to choose how to userwatke ways that are most
valuable to them. The evidence suggests that tts obrestrictions are significant and
can amount to several hundred million dollars peigdiction per year where they have
been in place.

Restrictions incur costs in some communities tloatok appear to be warranted and
which have not been justified on the basis on petht. Net benefits should include
efficient use of water resources which in many @g&ed towns must take into
account the arid and unpredictable climatic condgiand the resultant increased need
for water use to maintain quality of life. It isealr that the concept of ‘efficient use’
requires further definition in Queensland whereewnate varies markedly across the
state (Figure 5). Based on the limited data avks|dhis variation does not appear to be
directly correlated with climatic conditions.

This may indicate that high water use is not alwayselated with needs of the
community and that efficiency measures (rather thater conservation) could be
improved in some areas. In contrast in some aredéarwse is high for specific reasons
(e.g. in Mt Isa where irrigation is encouraged rtonpote ground cover which reduces
dust and the associated problem of poisoning (udatily of children) from the high
surface lead concentrations).
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Average Potable Water Supplied by Utility Size
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Figure 5.Average water use across a selection of Queenstries.

gldwateragrees with Draft Recommendation 8.1:

The use of water restrictions should be limitetines of emergency where a water
shortage arises unexpectedly, or in regional urbegas where there are no viable new
water sources available to augment supply and i&ins are needed to avoid running
out of water. Consumers should instead be abledocese choice in their water
consumption behaviour through an efficient priceehamism.

However, it is suggested that an agreed defintforunning out of water’ be
determined as it is dependent on expected levedsrofce. In Queensland some local
governments have been very efficient in managieg thater use through conservation
and efficiency measures selected to best fit tbeal circumstances. However, in some
areas water conservation has not been appliedesomrgh, leading to community
concerns over the security of water supplies. dusthbe noted that the size of the
council managing the water business and the sitgeafommunity concerned may be a
relevant factor, but it is clear that some smallewatilities are extremely good at
managing water security, while some larger comnmshave a poor record.

32.Support for the WELS Scheme

gldwaterstrongly endorses draft finding 8.2 (p. 209):

The WELS scheme has been successful at provigiputitic with an objective set of
information with which to make informed decisicansi should continue.

Stronger support and promotion of the WELS schem@ldvavoid some inefficiencies
in information campaigns on water savings and iefficwater use for the community.
It is likely that greater ongoing benefit would ledveen achieved from investment in
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WELS rather than the heavy investment in waterrgg/rebates over the past four
years in Queensland.

This campaign would be strengthened by linking \eitlergy efficiency. For example,
the strong promotion of rainwater tanks in the past years has often come at the
expense of consideration of energy efficiency ftbemimpact of water pumps. In some
scenarios gravity-fed water tanks may be highlyrgyefficient, but in others the long-
term costs and greenhouse impact will be high. Comwater efficiency and energy
efficiency ratings (or some combined rating) wopidvide a better signal to consumers
about which options are most efficient for thentha long term.

33.Moving away from Government-mandated Water Efficiercy and Conservation

Draft recommendation 8.2 (pp209-210):

Neither governments nor regulators should mandatemuse efficiency and conservation
activities, unless there is a market failure presard it is clearly established that the
social benefits of intervention exceed the so@ats

Government education and information campaigns Ishioe refocused to provide more
balanced information on the costs and benefitsaiénsaving activities, as well as the
relative merits of using prices, restrictions andter use efficiency and conservation
measures to manage demand.

is endorsed bygldwaterwith the caveat that market failures may be bro#uakn those
listed in the Draft report. Examples could incluawironmental benefits that are
difficult to cost or trade. The Commission’s vielwat environmental objectives are best
pursued directly (see Chapter 3) ignores the faadtthere are few levers that exist to
help value environmental goods and services sughates and its flow. Those

currently available through the water industry ddowt be abandoned hastily.

Another factor is that water use is subject torgjrdaily fluctuations that are not
matched with equivalent price signals. This codldrgge in the future with the
installation of smart meters in some part of Quisgrtsthat could allow water tariffs to
reflect daily demand cycles in a similar way tocalieity.

Generally, refocussing information on broader éficy measures taking into account
relative costs and benefits is strongly suppor®ath a campaign would need a degree
of centralisation to save on communication costsearsure efficiency of messages, but
would also need to be flexible enough to take adoount the diversity of situations,
climatic conditions and community issues acrosste such as Queensland.
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Chapter 9 Affordability and consumer protection
34.General consumer protection and rights to access wex

Chapter 9 recommends solutions to the universaterois of affordability and
consumer protection and suggests that these ishoesd be addressed through
centralised concessions. For example (p. 236):

Postage stamp pricing reform, as discussed in@egti4, might lead to significant
hardship in some country towns. The Commissiow&athat the costs of supplying
water and wastewater services vary considerablwéeh country towns, in some
extreme cases exceeding $30 per kL for water a@@@®per connection per year for
wastewater services (ERA 2006). A transition td peffective prices in these
circumstances would expose some communities tmdisant burden.

In these situations, the most efficient way of joliog assistance would be to provide
a lump sum payment to affected households, oh@sérvice to be subsidised
through a Community Service Obligation paymentatewultilities. In order to
maximise efficiency, whether subsidies are proviiezttly to households or to
utilities, they should be independent of the ackesl of consumption — the price of
water should reflect the marginal cost of provisiomthis way, it will not affect users
incentives to conserve water. Addressing affordgbgsues in this way might not be
feasible if high costs reflect high marginal, rattiean high fixed costs

These recommendations in general support theRifitciple outlined by the
Queensland Taskforce (see Appendix 1) that:

Principle 5: No community to be substantially disagantaged (reasonable price for
basic access).

It is essential that any other institutional changerist be predicated on these
community protection measures being implementedpaogen. With this caveat,
gldwatersupports Draft Recommendation 9.1 (pp235-236):

COAG should commission a review of concessiondility gervices across all levels

of government. The review should assess:

» the appropriateness of existing arrangementgpforiding concessions, including
eligibility criteria

» the merit of and scope for abolishing concessamt providing relevant
assistance to all low income households via otlements of the tax and transfer
payments system.

and Draft Recommendation 9.2:

COAG should develop a set of best practice conspnaéection principles for
water utilities. These could be included in any met@rgovernmental water
agreement. At a minimum, the principles shouldidel
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e access to an independent dispute resolution propesterably by a
specialist utilities industry ombudsman

» the establishment of an industry code definingiserstandards and
provisions to assist consumers facing hardship.

35. Customer Service Standards in Queensland

Table 9.4 (p. 241) lists urban water consumer ptime arrangements and does not
reference specific arrangements for regional QuardsRegional service providers are
required under legislation to have published Custo&ervice Standards (CSS —
seeWater Supply (Safety & Reliability) Act 2008 @tex 2, Part 4, Division 5, s 115.).
CSS apply to all urban WSPs (s 114) unless theg haservice contract with all
customers, or an exemption because they are ssnbdi). Moreover, all service
providers must be registered (s 20).

While the licensing and industry customer codesudised in the text differ from these
requirements for regional Queensland service psrsidhe table is misleading in
suggesting that there are no consumer protectramgements in place. Moreover, in
many regional councils, the local government predeself provides a direct
engagement process for consumers that may be rmece tthan an industry
ombudsman (see also Comment 36 below).

Table 9.1  Jurisdictional comparison of urban water consumer
protection arrangements

Independent Licensing of  Industry Independent

economic water utilities customer code dispute

regulator resolution
NSW (metropolitan) . . .
NSW (other) .
Victoria (metropolitan) . . . .
Victoria (other) . . . .
Queensland (south-east) . . . .
Queensland (other) .
Western Australia? . . .
South Australia® .
Tasmania . . . .
Northern Territory . .
ACT . . . .

AWestern Australia and South Australia are currently reviewing their customer protection arrangements for
water and wastewater services.
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36.Consumer Advocacy

Draft Recommendation 9.3 (p. 248) states:

COAG should progress implementation of measurssgport consumer advocacy
and research consistent with Recommendation 1if8ofommission’s 2008
Review of Australia’s Consumer Policy Framework.

It should be recognised that consumer advocacydsmiaken in a widespread
mechanisms through the provision of water servigelsocal Governments. The
responsiveness of councils to the needs of themmeonities is often strong and capable
of reflecting local and regional diversity. Thicoenmendation would appear to be
aimed at large urban or metro areas and wouldfggntly change how consumers in
regional Queensland express their preferences.

Chapter 10 — Framework for Reform
37.Need for context-sensitive change

Chapter 10 summarises the framework and need flamme Theqldwaterposition is
that change is required in some aspects of theri@lared urban water industry, but
wholesale reform is likely to ignore or remove bigeeand efficiencies associated with
the current industry structure. Consequerglgwaterstrongly endorses the statement
on pp 254-255, that:

The available literature on economies of scale sempe, and views expressed by
many inquiry participants, suggest that significafficiency gains could be achieved
by increasing the effective size of small utilitigarticularly in New South Wales and
Queensland. Many of them, however, are operatddday governments and it is
possible that in some cases their remaining funstiwould become less efficient if
water were separated out into larger regional éetit The reform challenge,
therefore, is to more fully exploit available ecames of scale, while recognising
possible impacts on the efficiency of local governinand the benefits that local
provision can have for consumers

Chapter 11

Chapter 11 sets out a series of recommended instiad reforms that should be
common to all jurisdictions. The Draft Report susigehat these reforms should be
implemented regardless of specific jurisdictioreibrms advocated in Chapters 12
(metro areas) and 13 (regional areas).

38.Charter for Water Utilities

gldwaterendorses Draft Recommendation 11.1:
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Retail-distribution utilities should be assignedpensibility for meeting security of
supply standards and procuring water supply andises.

and Draft Recommendation 11.2;

State and Territory Governments should draw up trarfor urban water utilities
incorporating best practice governance arrangememis governments’ requirements
for the performance of utilities.The charter woskt out details about:

» obligations to serve (security of supply and oHiigrato procure)

» transparent processes and procedures for choosipglg augmentations
(public consultation, tenders for supply, publipoeting of the decision, and
monitoring by an independent body)

» principles for pricing and service offerings

» transparent processes and procedures for settingeprthat involve public
consultation, public reporting of decisions andipdrc review by an
independent body

* borrowing and dividend policies

» customer service standards/hardship policies

» risk allocation (between consumers, governmentedi@ders and private
suppliers)

» nature and funding of Community Service Obligations

There should be public consultation regarding tbatents of the charter, and
independent economic regulators in each jurisdictiuld also be well placed to
provide advice to the government. Independent enanegulators, or some other
appropriate government agency in each jurisdictiamyld oversee reporting against
the charter.

Indeed these recommendations align well with Ppileci0 expressed by the joint
gldwate/LAGQ taskforce (see appendix 1):

Principle 10: Creation of autonomously governed and managddisable water businesses to
ensure among other things:
* Accountability;
* Management and technical capacity to appropriagspond to changing economic and
technical regulatory frameworks (including repagtwbligations);
» Capacity to provide for ongoing training, skillshremcement and development needs of
staff; and
» Skills/experience based, independently appointeddigovernance with minority

representation by local councillors.

One important exception is the Taskforce’s findingt Boards should include
‘minority representation by local councillors’ whienay not be guaranteed under the
recommendations of the Commission (see p. 268Ramdmmendation 11.3 (see
comment 39 below) which specifies independenceeafds.

39.Governance Arrangements

Draft Recommendation 11.3 is that
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Governments should further improve governance ayeaments for publicly owned
urban water utilities. Areas for improvement incud

* governments setting overall water security anbdity objectives, and
requirements for wastewater, stormwater and flodtiyation

» further separation between Ministerial and bogalernance

» greater definition and alignment of objectiveslassignment to appropriate
agencies

» implementing procedures to ensure independenbearfis

» regular reviews of Community Service Obligati@yments

* regular reviews of board performance

» greater flexibility regarding dividend paymentsansure they are consistent with
investment intentions. Initial recommendations aprpents should be made by
boards.

gldwatersupports this recommendation in line with the Eigles outlined by the
Queensland Taskforce (Appendix 1) with two imparexceptions. These are (1) that,
dividends should be returned directly to commusit&local governments that own the
water utilities and (2) that board membership stieutlude minority local government
representation (see also comment 38).

40.Rejecting Economic Regulation?

gldwateragrees that (p. 273):

Independent economic regulation of urban wateitig#l has been seen as important
in the absence of competitive markets becausdtéraative has traditionally been
high levels of political interference in pricinghi§ has meant prices have often been
set at levels well below cost recovery levels, ipbskeading to inefficiently high
water consumption and probably resulting in undeestment and deferred
maintenance.

but questions the conclusion (p. 275) that “goveceaarrangements are likely to be
more effective than regulation in dealing with umdeovery”. This conclusion relies on
widespread adoption and implementation of the rexendations of the report. If
implementation is instead patchy over space and tiran the recurrent issues of
inappropriate price setting will remain in the isthy (see also Comment 1).
Independent price regulation could remove this f@mbwvith more certainty and
rapidity.

Draft Recommendation 11.4 :

State and Territory Governments should move away fiegulatory price setting to a

price monitoring regime (where some form of prioesrsight is considered

necessary). Within five years of moving to a pniamitoring regime, all State and

Territory Governments should initiate independeiews (not by regulatory

agencies) to determine:

» whether water utilities are abusing their marketver and, if they are, what action
should be taken to deal with this

» whether ongoing price monitoring would likely puece net benefits to the
community and, therefore, whether it would stillrbguired. If such benefits
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cannot be demonstrated, all price regulation shdadcabolished and replaced by
a self-reporting regime to be overseen by an appatge government agency in the
relevant jurisdiction.

Rather than proceeding to implement a price settaggme, Queensland should

continue with its interim price monitoring arrangents until it undertakes a review of
whether price regulation produces net benefithtodommunity.

The National Water Initiative pricing principles@hld be amended to remove any
reference to independent regulatory price sett@xgept where it can be demonstrated
that a more light handed approach as described abeould be unlikely to prevent an
abuse of market power.

is endorsed bygldwateronly on the grounds that other Recommendationadwopted
and uniformly implemented such that appropriateegoance arrangements for water
are in effect first (and with the caveats expresgembmments 38 and 39).

41.Consumer involvement in setting water industry diretions

The Draft Report argues that consumer involvemedecision making is often limited
and “in the absence of such information, decisi@kens have to simply ‘make up’
consumer preferences as they have no other soLimt®nation” (p. 281)gldwater
accepts that consumer engagement can always bevethrbut argues that the local
government model in Queensland is very responsivemnsumers (see also comment
36).

Local Governments closely monitor consumer prefegerand do so at a local scale.
Indeed, one of the common arguments against hdakaggregation is the loss of this
local focus (see below at point 56). Despite thatéitions of this model it is highly
guestionable whether a new consumer representaioug would provide a better
model for expressing consumer preferences. Conadgugidwaterdoes not support
Draft Recommendation 11.4:

In urban water, there is no competitive market-loasechanism to reveal the
preferences of individual consumers regarding piaéservice offerings, such as the
willingness of individual consumers to pay foreliént levels of reliability and
security of supply. One possible way to facilitéke revelation of such consumer
preferences is through the use of representatimswoer groups.

42.Third Party Access

gldwatermakes no comment on Draft Recommendation 11.5:

The Australian Government should proceed with theduled independent review of
the National Access Regime. This review should eoeno later than 31 December
2012. The terms of reference should include an &ain of all state-based access
regimes, including those for the urban water sector

but requests that the Queensland urban industephsulted meaningfully in the
review should it proceed.
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43.Governance arrangements for regulators

Draft Recommendation 11.6:

Environmental and health regulators should be nimaasparent and accountable in
their decision making. Except in matters where otgriblic or environmental safety
issues are involved regulators should also puldistft decisions and seek public
comment on these. They should publish the reasotisdir decisions in a similar
manner to economic regulators and governments ghautsider the development of
appropriate decision review mechanisms.

refers only to environmental and health regulatous,in Queensland, the Office of the
Water Supply Regulator has a major impact on thamumwater and sewerage industry.
The recommendation is supporteddigwaterif it is expanded to encompass this area
of water industry regulation which is also in neddeform.

44.Water trading

gldwatermakes no comment on Draft Recommendation 11.7:

All remaining impediments to rural-urban trade, peularly volumetric restrictions
and excessive termination fees, should be remavedan as possible.

or Draft Recommendation 11. 8:

Any bans (legislated or otherwise) preventing tradeveen regional water utilities
should be independently reviewed and, if it cam@oshown the bans provide net
public benefits, they should be removed.

Chapter 12
45. Additional bulk water suppliers in large metro markets.

‘Option 2’ (Section 12.2, p. 327) proposed in th@fDReport calls for greater
competition in the bulk water supply segment ofwhaer cycle in large metro areas:
“Importantly, this option encourages private bul&ter service providers to enter the
market for service provision” (p. 332). It is nde¢ar from the limited examples
provided that this option is viable. General comtadrom the Queensland industry
have been that because of the initial setup rksiping costs and ongoing uncertainty
of supply and demand, that real competition amari Wwater entities is unlikely.

Some of the evidence provided in the Draft Repmrbknefits for horizontal
disaggregation of bulk water functionsis unconwungciFor example, the description of
the Queensland Water Commission’s determinatioat ‘tthere was benefit in having
multiple entities rather than a single bulk watesvider (it was ultimately determined
that two bulk water supply businesses be estaldlishsouth-east Queensland —
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WaterSecure and SEQWater” (p. 339) was reversddniitvo years of establishment.
This is actually noted on the following page (pOBdf the Draft Report which notes
“in late 2010 the Queensland Government determiinatdit would be cost effective to
reintegrate the two bulk water supply businesseatthat “that the merger would give
rise to cost savings in the range of $18 million yesar”.

It is also difficult to link the “VCEC'’s decisiorotretain the separation of the retail-
distribution function in metropolitan Melbourne, spéte the cost savings on offer [from
their amalgamation]” (p. 339) to the horizontal aepion of bulk water entities in
general.

Overall, the case for horizontal separation of lwiditer in large metro areas is
confusing in the Draft Report and not well suppdrtdore viable examples or analysis
need to be provided to support this element ofoop? which currently detracts from
the arguments for vertical separation of bulk agtdil water functions.

46.0ption 3 Wastewater treatment separation

Separation of sewage treatment is not opposedhgoas it is undertaken after a
rigorous cost benefit analysis. Two important casesnot mentioned in the Draft
Report. First is the impact of third party ‘sewanmg’ on the flows and the treatment
processes at sewage treatment plants. This impaatadditional cost that needs to be
borne by the current owner of the sewage colledimhtreatment systems.

Second, given the potential for commercial failur@ competitive market, there are
risks and costs to local or state governmentssomeng control of failing enterprises
and re-integrating treatment into base flows armd$oof a sewerage system. This cost
should be recognised and accounted for in any sisaly

47.Horizontal separation of retail-distribution

Option four has been an issue of intense deba@reensland, particularly in the south
east corner and it would be beneficial to see samadysis of size thresholds at which
economies are realised and diseconomies avoidediobgs decisions on the scope of
horizontal aggregation appear to be primarily pedity motivated and objective
criteria are difficult to source.

Chapter 13: Reform in Regional Areas
48.Distance between regional schemes in Queensland

On p. 373 in referring to the difficulty of achieg economies of scale through
aggregating regional communities it is noted thagional water utilities generally
have limited options for diversification due to ithecation — for example,
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establishing physical linkages between water suppdyems may not be feasible or
cost-effective”. It should be noted that therefase townships in regional Queensland
that can be effectively connected due to the laggmration (and often small size) of
the schemes.

This issue needs to be recognised more strondheimeport, given that many
economies of scale arise through connected netveoritdhat the report recognises that
distance between networks e.g. p. 319:

it would be inappropriate to expect the same soafgacts in a water system where
new customers are connected to a separate netwegecially if the new network is
located at a considerable distance from the exgstiatwork).

49.Variable sustainability among Queensland providersand capacity for change
in very small providers.

The Inquiry found that “in many areas — regionatavaitilities are financially sound,
compliant with regulatory and legislative requirertgeand responsive to changing
demand and supply conditions, and that serviceprareded to customers in an
efficient and effective manner” (p. 375). This etainly true of parts of regional
Queensland where there are examples of best pramtiseyond among local
government utilities. The recognition of high-perfers is essential and is reflected in
the recommendations in the Draft Report which faxaoase-by-case cost benefit
analysis of reform in regional Queensland.

This is particularly important for very small orrygemote communities where water
services may be unsustainable solely becauseefsid location of a community. This
is repeatedly acknowledged in the Draft Report e.§.76:

“It is important to recognise that the capacityreform (of all kinds) to remove or
even reduce some of the challenges facing regiwatdr utilities is limited. Indeed,
some small, remote regional water businesses feicereely challenging
circumstances that are beyond the control of tligytand are unlikely to change
irrespective of the reforms adopted.”

These statements highlight importance of recommmgnchange that is ‘fit-for-
purpose’. The variability in Queensland serviceviters is highlighted in data on
Economic Real Rate of Return for a number of cdarbat have provided data via the
State-wide Water Information Management (SWIM) egstTable lists the median and
range of values for Queensland utilities in therfat reported in the Draft Report. The
Queensland data are more recent but use the satne asghe National Performance
Report that is reported in Table 2.15 of the DR&port.

Table 1.Economic Real Rate of return (median and rang®)rted in the PC Inquiry
draft report versus recent Queensland data.
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Number of Economic Real Rate of Return (%) Numb'e_r_of
connected 2008/2009 2009/10 cle diclliies
properties National Utilities™ Qld Utilities? in each
median (range) median (range) CeuEge
> 100,000 2.4 7.8 3
(1.2 -9.9) (3.2 - 10.3)
50 - 100,000 0.9 35 4
(-1.0-6.8) (0.1 -11.1)
20 - 50,000 0.85 4.0 3
(-2.3-5.7) (-3.00 — 4.2)
10 - 20,000 0.9 2.6 2
(-2.3-5.9) (1.7 - 3.6)
< 10,000 no data 0.1 9
(-3.4—3.9)

1. PC Inquiry Draft report (Table 2.15)
2. SWIM data reported tgldwater.

It is clear that there is a broad range in therfai@ returns across Queensland service
providers. However, many (though not all) smallrdls struggle to provide
significant returns from their water business. Tikidue to a range of issues including
size and remoteness that cannot be remedied thstughural reform. It could be the
case as is suggested in the report that “in ext@memstances, assistance from
government may be required to ensure compliande mwéndatory standards” (p. 383).

50. Potential benefits from horizontal aggregation of ativities

It is suggested that through horizontal aggregatioperating costs might reduce if
neighbouring water businesses are able to shavanes (such as skilled labour,
corporate services or administrative functiongxploit economies of scale
efficiencies, all else equal. Alternatively, aggatagl utilities might be better placed to
access debt capital relative to stand alone entitigdwaterstrongly supports this
statement.

Queensland water service providers have for a tiomg undertaken cooperative
projects and shared resources both formally araanmlly. The Water Directorate

itself was started by the industry and is fundedhegyindustry for this purpose and has
for some years been building joint capacity throaghaborative approaches in the
areas of skills, and technical and managerial sesviThis work has been undertaken in
partnership with LGAQ whose progranister alia, increase efficiency amongst local
governments in administrative and corporate sesvice

Specifically, over the past year, a joint Memoramdaf Understanding among
gldwater, LGAQ and the Department of Environment and Resmianagement has
seen the roll out of a number of projects to inseeeapacity and collaboration across
the industry. It is difficult but essential thattbenefits arising from existing
collaborative arrangements along with the econowiiesope resulting from shared
resources within local governments (see e.g. p.ol@se Draft Report) be examined in
any cost benefit analysis of further horizontal reggtion.
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51. Skills shortages

The issues relating to the current and increadiilly shortage issues are well
summarised for Queensland. This is seen as o ddely priorities for the state and
this recognition is reflected in the Skills FornoatiStrategy hosted mldwaterwith a
steering committee consisting of senior manageddeaders from SEQ and regional
Queensland representing all State and local govemharban service providers. This
Industry Leaders Group has strong links with thigonal skills programs and has
representatives on the Water Industry Skills Tasiddand its subsidiary Water
Industry Skills Advisory Group), and the Water Isthy Advisory Committee for the
Industry Skills Council responsible for water (ndyn@overnment Skills Australia).

In the past three years, joint projects administénggldwaterto improve skilling

across the urban industry have amounted to antimees of nearly $1 million and have
influenced the entire industry. In addition througdgotiation between the industry and
the Queensland Department of Education and Traiomeg $1 million in additional
training places have been provided to the indu3ing national programs listed in the
Draft Report are essential but are generally faggent and have not yet seen
significant investment in improving skills developnt for the urban water industry in
Queensland.

The skills crisis for the water industry will nog Isolved simply through institutional
restructure although there could be some benéfitaigh regional collaboration.
Regardless, it is agreed that “shortages at theabpeal level will not necessarily be
solved via amalgamation” (p. 397).

52.Compliance with public health standards

Compliance with public health standards and uptdkbe Australian Drinking Water
Guidelines (ADWG) is patchy across Queensland.néigcated in the draft report,

small and remote councils in particular can ha¥icdity in demonstrating

compliance. The barriers to achieving full comptiarmre numerous but notably, do not
include diligence or focus on public safety by watelustry workers themselves. Often
issues are unexpected.

For example, many small and remote councils in @slaad have difficulty in
transporting water samples for the measuremendthiogenic bacteria to appropriate
laboratories within the requisite time for suchide&ven when this is possible, the
results of such tests can be returned too latppoopriately influence ongoing
management actions. In respordwaterand LGAQ have been promoting the use of
instantaneous testing kits with appropriate quaggurance through regular lab
validation. This model has been supported by theainent of Environment and
Resource Management (DERM) and Queensland Departhetealth.

DERM are currently rolling out Drinking Water QuglManagement Plans
(DWQMPs) for all potable water service providers ane collaborating strongly with
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gldwaterand LGAQ in this process. In fact the developndm@WQMPs, which will
essentially bring all service providers in linelwihe ADWG has been one of the most
collaborative and fit-for-purpose programs implete€erby the regulator in some time.
Regardless, it is likely that some small provideils struggle to achieve compliance
with the full guidelines (i.e. beyortd. colicompliance). It is not clear that aggregation
will overcome such problems as is suggested on page

aggregation is expected to provide utilities witkaer financial capacity to
undertake efficient investment, and better acaeskitled staff, which in turn should
improve utility performance against these standards

Indeed, as is stated on p. 391:

Regional water utilities face a range of complegremmic, demographic and
geographic challenges, and there is no ‘one sizeafl’ solution to addressing these
issues. In certain cases there may be no soludi®spme of these issues reflect the
reality of water supply and wastewater service giow in regional areas, and will
not be removed or even alleviated via reform.

53.Regulatory and administrative burden

Issues of regulatory and administrative burdeedisin pp 390-391 are certainly true
for Queensland. A large raft of legislative reqments introduced over the past five
years appear to have been created without any ngfahregulatory impact analysis or
consultation with the industry resulting in expemsand time consuming requirements
that are beyond the ability of some service prawde incorporate in the required
timeframes.

The industrygldwaterand LGAQ have sought a more inclusive and cooperatodel
to jointly address key regulatory issues facingitiaistry. This cooperation has
improved immensely over the past year with thetaeaf a joint MOA among
gldwater, LGAQ and DERM. It is essential that future chafigeluding that
potentially arising from the PC Inquiry) be undé&da in a collaborative manner that
fully involves the industry rather than revertirmgtbkenistic communication.

54.Economies of scale efficiencies from horizontal agggation in Queensland

Potential economies are discussed on p. 394 wétlsulygestions that “an aggregated
business may be able to service all customers asiagvastewater treatment plant in
place of multiple plants, or deal with all customaemplaints via a single complaints
department. An aggregated utility may also reasenomies of scale in procurement,
administration and training”. The benefits of shgradministrative structure such as
complaints departments would need to be assess@tsathe current economies of
scale achieved through sharing such functions a@dscal government business.
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Many of these potential benefits are real and anmegoincreasingly explored by through
regional collaboration among Queensland utilitles avoid confusion it should be
stated that in Queensland the practicality of stgaieatment plants is low. In
Queensland, unlike in Tasmania (and perhaps ph¥gtria), separation of water
schemes is often one of distance rather than niees“on a map” (p. 395). The
geographical scale covered by horizontal aggregati@ueensland may not negate but
will certainly mitigate potential benefits. Thisige is specifically recognised in the
Draft Report on p. 397 where it is stated that ‘fthegnitude of scale benefits (if any)
from horizontal aggregation must be assessed asealuy-case basis, with due regard
to the specific circumstances of the region”.

The suggestion that “the aggregated utility is &lspected to take a more region-wide
approach to water system planning relative to tieegcessor local council utilities” (p.
400) is unlikely to provide a significant benefitQueensland where regional water
resource planning is currently undertaken by tla¢eSh consultation with local
governments and other stakeholders.

55. Yardstick competition

Queensland has been criticised for a lack of pld#iechmarking. This issue is being
remedied through the State-wide Water Informatican®ement (SWIM) system
which has been collecting data from an increasiunmgher of service providers over the
past three years. Over 80% of non-indigenous cinoiwv report through the SWIM
system which uses NPR indicators and definitionsragra group of over 200
indicators. Not all indicators are currently suliedtby all councils but this voluntary
reporting has increased significantly since th&t fpear of reporting. This year will see
the first voluntary public report of benchmarkimgarmation by a self-nominated
group of councils. For the past three years, cdsiheive been able to benchmark their
performance anonymously against medians of othemals of similar size, similar
climatic region or similar soil size.

In the absence of current public benchmarking dlifiscult to speculate on the extent to
which yardstick competition takes place among cdsiat present and whether this
would increase following horizontal aggregation.

56.Real and perceived concerns and costs for aggregati

Some of the key concerns of Queensland servicadevare recognised in the Draft
Report as potential costs of horizontal aggregatiorouncils. These include:

* “impacts it might have on the financial sustaindpibf councils and on local
and regional economies and employment”, (p. 403)

* “more costly and difficult [attraction of] skillestaff to local government
councils once responsibility for water is transéel’;, (p. 406)

35
Queensland Water Directorate (gldwater), Level 1, 25 Evelyn Street, Newstead Qld 4006. p: 07 3252 4701
w: www.gldwater.com.au e: enquiry@gldwater.com.au




* “loss of jobs in areas as new utilities seek td@xthe benefits of greater
scale”, (p. 407)

» ‘“fear that aggregated regional utilities will beddocussed on — and
accommodating of — the particular circumstancasdifidual communities
leading to the deterioration of service qualityd, 407).

In recognising these potential costs the Draft Repancludes that precise benefits and
costs need to be assessed on a case-by-case basis”

there may be merit in corporatising the stand alatikty, or conversely, adopting a
more informal approach to resource sharing, suclaasgional alliance
Alternatively, the best solution may be to rethi@ current local council water utility
model, pending implementation of the various refoset out in chapter 11 [of the
Draft Report]. In extreme cases, direct fundingireelevant State and Territory
Governments may be necessary to ensure adequatsiproof services, especially in
relation to drinking water quality.

One common concern of service providers, and pialesdst of aggregation, is the
consideration of unequal cross subsidisation betvaggregated councils. While the
Draft Report focuses on the potential benefits sandngs that can be achieved through
scale, there is also a perception that aggregatenely distributes funds from larger or
better performing utilities (communities) to crasdsidise smaller/less financially
viable towns. High performing Queensland serviaes/jalers have expressed a concern
that this amounts to a penalty for ‘doing the ritfiihg’ and receive pressure from their
communities to focus rate income ‘on their own byakd’ rather than diluting it across
distant ‘satellite’ communities.

This perception has been heightened by regularnrdbsuggestion by the State
government that larger utilities should be assjstiearby communities that have lesser
capacity. In reality, this already occurs to a éaegtent and is often seen as a defining
feature of the resilient and supportive naturhefQueensland urban water industry.
The disconnect lies in the equal pressure fortigslito be performing in a more
transparent economically efficient manner whichuess the likelihood of purely
altruistic sharing of resources (as has been tbe icethe SEQ institutional changes).

To the extent that cross-subsidisation is likeljolwing horizontal aggregation, it
represents an inefficiency. Communities with higtegpacity may end up supporting
those with a lesser capacity in an unequal faspiacing a greater burden on some
regions than others. In jurisdictions such as WA 8A where a single state-wide

entity manages the water business it is underdtwaidarge metro areas cross-subsidise
small regional communities. This is not possibl®umeensland because of the erratic
but entirely independent restructure and ‘corpeaditbn’ of the metro area in SEQ.

Caution should also be promoted by the local gawemt amalgamation process that
occurred in Queensland in 2008. The Draft Repasithat “Queensland has also
made significant progress toward utility consolidatin recent years (as part of a
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broader local government reform program), partidyl@ south east Queensland”. it
should be noted that even during this wholesaldgan@ation process many of the
small population but large area councils in wes@ueensland were not combined due
to reasons of practicality. Moreover, the restreegun Queensland have been costly
and politically complicated and have not yet sdttea stable state.

57.Potential models
The potential models considered for regional Quieadsand NSW are:

* regional water corporation, (p. 411)
» county council, (p. 413)
* regional alliance model, (p. 415) which is eitherding or voluntary (p. 416).

The county council model is unknown in Queenslamictihere are four local
government-owned corporations/ statutory authariframely Wide Bay Water, and
the three distributor-retailers in SEQ), and a nendj voluntary regional water
alliances (e.g. the Cairns, Townsville Mackay alti@ and the RAPAD group of
councils).

While the Draft Report considers the costs and fitsra@f which of the models it does
not specify a specific model for any particularioegpreferring as case-by-case
analysis as per Draft Recommendations 13.1:

There is a strong case for undertaking aggregatibemall water and wastewater
utilities in regional areas of New South Wales &@ukensland. The precise approach
— including identification of affected councils aheé preferred grouping of councils
— should be assessed and determined by relevast@&btaernments, in consultation
with Local Governments and affected communities.

This process should consider the relative meriltefnative organisational
structures, including:

e county council

* regional water corporation

» regional alliance (or regional organisation of caouils).

and 13.2:

The New South Wales Government should providengafaesponse to the
recommendations of the Armstrong and Gellatly ingas a matter or priority.

The Queensland Government should commence a spnieess, in consultation with
Local Governments and communities, to considecdisés and benefits of different
structural reform options for the urban water sedtoregional Queensland (outside
of south-east Queensland).

However, the Draft Report is clear that “on balaribe Commission considers that
establishing a voluntary regional alliance williglel more modest benefits relative to
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utility aggregation and corporatisation, all elsg&” (p. 419). Similarly, with respect
to county councils: “despite the merits of both rg@eghes, the Commission considers
that where aggregation of regional water utiliiedetermined to be efficient, a
corporation structure is preferable to the coumtyncil model” (p. 414).

gldwaterendorses Draft Recommendations 13.1 and 13.2ifoihlg process is
undertaken with the requisite cost-benefit analysigartnership with local
communities as represented through local governsmnicils, and subject to
government funding (see point 44). In addition@esensland Taskforce (see
Appendix 1) specifically stipulated local governrhewnership of water entities under
any new modelRrinciple 9: Local Government to retain ownership).

58. Government Funding For Specific Circumstances

The Draft Report sets out specific cases wherergovent funding is required to
support the regional water industry (p. 421). These

* uneconomic regional utilities, (p. 421)

» short-term capital works assistance, (p. 423)

» financial incentives for reform to encourage exébrenefits, and
» financial assistance/compensation for reform.

These findings lead to Draft Recommendation 13.3:

Jurisdictions should identify those regional uigl# that are unable to provide safe
and secure water and wastewater services for ecan@asons. In doing so, the
relative merits of alternative supply options (imting moving to a system of self-
supply) should be considered.

State and Territory Governments should subsidisgtbvision of water supply and
wastewater services in regional areas where itneaonomic for the utility to provide
these services safely and efficiently. This fundimguld be granted via an explicit
Community Service Obligation, and subject to pedodview.

The case for providing subsidy funding for capitalks, financial incentives for
reform and assistance for affected local coundilsudd be determined by State and
Territory Governments.

It is worth noting that some local government alties that have formed voluntarily in
Queensland have been motivated by medium and &snggavings through economies
of scope and scale but have required initial fugdonovercome immediate transaction
costs.gldwaterand LGAQ are jointly seeking to create further @ppnities for
alliances by assisting with bridging this initiarbier to collaboration.
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59. Specific Needs of Aboriginal Communities

Specific challenges faced by indigenous communéiesconsidered (p. 424) and it is
concluded that “It is essential that water supplg wastewater outcomes in Indigenous
communities are assessed on the same metrics¢hased for non-Indigenous
communities (and likewise, that public reportingvester and wastewater outcomes is
consistent across both groups).” The correspondnagt Recommendation 13.4 is that:

State and Territory Governments should undertageles, public reviews of water
and wastewater outcomes in Indigenous communWeser and wastewater services
should be assessed against the same metrics thatsad to measure service quality
in non-Indigenous communities.

gldwateragrees in principle with this recommendation Inypriactice equity cannot be
achieved because of perverse incentives and iittiilif$erences existing in some
indigenous communities.

One example is that the existing financial framewfor gldwater’'saboriginal council
members. While the two Torres Strait Island couwnaften perform well compared

with other similar councils, aboriginal council€éaa range of additional difficulties. In
particular, the funding structure for the coun@ilhich have no water rates) is such that
bulk funding is provided to the council on a regulasis with no hypothecation of
funds to water and sewerage services.

As well as this disconnect in funding there ar@adieno price signals for water and this
is compounded in some communities by cultural p®roes of water as a free resource.
In addition, many aboriginal communities have peof$ of attraction and retention of
staff that are additional to other small and renoat@munities. These factors combine
to mean that these communities often have diffycmltprioritising and maintaining
infrastructure in a way that differs from many atemall and remote towns.

Assessing Queensland’s aboriginal communities aidiegother remote regional
communities is highly desirable, but will not imnieely remedy the specific problems
associated with water services in these communilieis recommendation also ignores
all previous discussion on the costs and inefficies of maintaining small

communities in contrast to horizontal aggregatihof the pressures listed in the draft
report for small communities are common to the migjo@f aboriginal communities.

60. Compliance with the Australian Drinking Water Guidelines

Draft Recommendation 13.5 is strongly endorsedltdwatelp. 427):

Compliance with the health critical elements of #ustralian Drinking Water
Guidelines should be mandatory, and implementetkegialation.

Utility performance against all elements of the #aigan Drinking Water Guidelines
should be publicly reviewed and reported on anryiyl State and Territory
Governments. Sanctions should apply if water igflilo not comply with the
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mandatory elements of the guidelines, and direatoigther accountable persons
such as councillors should be personally liabletfa risks associated with non
compliance.

Utilities that do not comply with the non-healthtical elements of the guidelines

must develop and implement a risk management plagpr@ved by the relevant health

department) that will move the utility toward faimpliance with all elements of the
guidelines.

61.Disaggregation of jurisdiction-wide public water caporations

gldwaterhas not comment on Draft Recommendation 13.6 ¢ckutavledges the
Commission’s holistic analysis compared with othational reviews that seem to
automatically assume that jurisdiction-wide watetitees are viable options.

Draft Recommendation 13,6 states (p. 429):

The Governments of Western Australia, South Aistaald the Northern Territory
should consider the costs and benefits of replattiegsingle, jurisdiction-wide public
corporation model with a regional water corporatiapproach (horizontal
disaggregation).

In undertaking this analysis, relevant State andii@y Governments should
consider factors other than scale, including oppaities for yardstick competition,
the proximity of utilities to the customers thegveeopportunities for more location-
specific pricing arrangements and the effectivernésgater resource management
and water system planning.

Chapter 14 — Implementing reform and monitoring progress.
62.Implementation of Universally Applicable Reforms

gldwatersupports the Draft Recommendation 14 .1 (p. 434):

Governments should implement the universally agbplereforms to policy,

governance and institutions identified by the Cossion. These should be the highest

priority for reform of the urban water sector agyhpresent the greatest scope for
efficiency gains, and are an essential precursguosuing structural reform. These
universally applicable reforms centre on:

* setting an overarching objective for governmentgyoin the sector for the
provision of water, wastewater and stormwater sgwiin an economically
efficient manner to maximise the net benefits éoctimmunity

« developing appropriate policies and principles thign with this objective

e putting in place best practice institutional, regtdry and governance
arrangements.
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with the qualifications listed above. In effectsl@mounts to implementing the reforms
recommended in Chapter 11 of the Draft Report wik&ing the specific
recommendations for large metro areas (Chapteard@Yor regional Queensland
(Chapter 13) to be implemented at the discretiosagh jurisdiction.

63.Immediate State and Local Government Action

gldwateragrees with Draft Recommendation 14.2 (p. 440):

Agreement across all jurisdictions is not neces$aryhe State and Territory
Governments to pursue the recommendations madehlydmmission as most relate
to implementation of best practice. The State asmitdry Governments should
immediately commence enacting reforms unilaterally.

but notes that this must be sensitive to regioratls and be undertaken with
appropriate consultation. The process of suddemmedith limited consultation of

local government and the water sector in Queensiardthe past five years has left a
legacy of distrust and ill-will among all stakehetd. Sustainable change that meets the
needs of regional communities can be achievedthnbugh collaborative approaches.

This is particularly important in regional areasam “governments have often failed to
deal with the social dislocation that can occuhvetonomic reform” (p. 441yldwater
strongly endorses the statement that “the Comnmssiasiders that it is important to
recognise up front any adjustment or distributicmmisequences of reform, and to
agree up front about the general principles thatkhapply to the provision of any
transitional assistance that might be providedhtsé affected” (p. 441).

64.Monitoring and Review.

The final two draft recommendations are supportedlwaternamely Draft
Recommendation 14.2 (p. 443):

Progress against COAG agreed water reforms shoeldubject to monitoring. The
National Water Commission would be the most lodicaly to undertake such
monitoring.

and Draft Recommendation 14.4 (p. 444).

An independent public review of the reform packslymuld take place after five years.
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Appendix 1 — Queensland Taskforce Principles to Gde Reform of the
Queensland Water Industry

LGAQ andgldwaterbelieve these principles can provide guidancelteatls of
Government in determining objectives for the urbeater sector. These principles were
derived by an industry taskforce, ratified by tHeAQ executive and presented to the
State Government. They were also provided in tigetral LGAQ andgldwater
submission to the Inquiry.

1. Efficient and effective service delivery and reseuuse.

2. Equitable and transparent water sharing acros®etveeen regions.

3. Needs of individual communities to remain a vitaler of management, policy
andplanning.

4. Management of water businesses needs to delivenssthat allow for
appropriate assetrenewal with a dividend on asstimed tothe community
through Local Government (with no cross-subsidisatf other council
services).

5. No community to be substantially disadvantageds@eable price for basic

access).

Water planning framework to be consistent acrosstate.

Water planning and management needs to be didedtlsd with statutory and

land useplanning activities of Local Government.

8. Long-term sustainable asset management (takingactount, for example,
WaterSensitive Urban Design, System Supply Lossegtated Water Cycle
Management and maximising the benefits of veriidagration).

9. Local Government to retain ownership.

10. Creation of autonomously governed and managedisabta water businesses
toensure among other things:

» Accountability;

* Management and technical capacity to appropriagsdgond to changing
economicand technical regulatory frameworks (ingclgceporting
obligations);

» Capacity to provide for ongoing training, skillsremcement and
development needs of staff; and

» Skills/experience based, independently appointegdigovernance with

minority representation by local councillors.

N
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