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1. Introduction 
In an address to the annual Local Government Water Management Conference in Inverell in 
August 2007, the Minister for Water Utilities, the Hon Nathan Rees MP, announced an 
Inquiry into the institutional and regulatory arrangements by which town water supply and 
sewerage services are provided in country NSW.  

The last detailed review of the water supply and sewerage services for country towns was 
conducted in 1993. Since then, the operating environment of local water utilities has changed 
dramatically. Drought, climate change and sustainable extraction rules have reduced the 
yield of local water utilities’ water systems. Forecast population growth will place additional 
pressure on water yields and will require sewerage system enhancements and expansion.1  
A substantial capital expenditure program is underway to replace ageing assets. Additionally, 
local water utilities are experiencing shortages in the skills needed to plan and operate water 
assets. This situation will deteriorate further with the ageing of the workforce.  

These challenges will require substantial investment in both physical assets and skilled 
human resources to ensure efficient, reliable, affordable and safe water supply and 
sewerage services in the future.  

Performance of the NSW local water utilities is wide ranging. Some local water utilities are 
very well managed. These utilities have achieved broad compliance with the Government’s 
Best-Practice Management of Water Supply and Sewerage Guidelines and most have 
reasonable residential bills and operating costs per property serviced. They also have high 
compliance with the Australian Drinking Water Guidelines and low levels of water quality and 
service complaints. However, many utilities face constant challenges to plan for, and deliver, 
reliable, high quality water and sewerage services. Further details on the performance of the 
utilities can be found in Section 4 of this paper. 

The objective of the Inquiry is to identify the most effective arrangements for the long-term 
provision of cost-effective and sustainable water supply and sewerage services in country 
NSW. The guiding principle for the Inquiry is that every person in NSW is entitled to benefit 
from professionalism, cost effective service standards and regulatory safeguards in the 
provision of water supply and sewerage services. 

The Government has appointed two eminent members of the community to head the Inquiry: 
the former Deputy Premier, The Hon Ian Armstrong OBE, and the former head of the 
Premier’s Department, Dr. Colin Gellatly. The Inquiry’s Terms of Reference are attached at 
Appendix 1. 

The purpose of this paper is to encourage thought and discussion on the issues that local 
water utilities are facing and to examine opportunities to provide NSW country towns with 
cost-effective and sustainable water supply and sewerage services that optimise whole-of-
community outcomes, and achieve integrated water cycle management.  

Interested stakeholders are invited to make written submissions to be considered as part of 
the Inquiry. Submissions should be received by 7 March 2008.  

 
1 Inflows to reservoirs in NSW have been projected to decrease by up to 15% for just a 1°C increase in 
temperature (CSIRO, 2006)  
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Stakeholders will also be able to address the Inquiry at any one of the public hearings in 
early 2008. For information on how to present to the independent panel at one of the fifteen 
hearings to be held across NSW, please see Section Six of this paper for details.  

It should be noted that the Inquiry does not cover Gosford and Wyong Councils. These 
councils requested the NSW Government prepare legislation to enable the establishment of 
the Central Coast Water Corporation. Discussions are continuing following the passing of the 
Central Coast Water Corporation Act 2006.  
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2. Current institutional and regulatory arrangements 
Water, sewerage and stormwater drainage services in non-metropolitan NSW are 
predominantly provided by:  
• 97 general purpose local government councils;  
• four water supply county councils;  
• one water supply and sewerage county council; and  
• five water supply authorities. 

Approximately 1.8 million people rely on these providers for water supply and sewerage 
services. 

The obligations of council and county council owned water utilities are set out in the Local 
Government Act 1993.  The obligations of water supply authorities are set out in the Water 
Management Act 2000. Water utilities operating under these Acts are referred to in this paper 
as local water utilities.  

The Local Government Act establishes the operating areas of local water utilities. The 
boundaries are established on political / geographical criteria rather than commercial or 
water cycle criteria. Consequently, there are 107 local water utilities with customer bases 
ranging from 200 connections to over 65,000 connections. The utilities with large customer 
bases are generally well resourced, while the small utilities have difficulties in attracting and 
retaining essential skills such as business planning, financial management and engineering.  

Local water utilities are not subject to operating licences. Instead, the key driver for 
continuing improvement in local water utilities is the NSW Government’s Best-Practice 
Management of Water Supply and Sewerage Guidelines. The purpose of these guidelines is 
to encourage the effective and efficient delivery of water supply and sewerage services and 
to promote sustainable water conservation practices and water demand management 
throughout NSW. Local water utilities that achieve the outcomes outlined in the guidelines 
will satisfy National Water Initiative obligations, reinforce a commercial focus in managing 
and operating local water utilities and achieve continuing improvement in: 
• service levels and reliability; 
• service efficiency and affordability; 
• skills and technology; 
• maintaining infrastructure; 
• business planning; and 
• compliance with standards. 

Key elements of the guidelines are: 
• strategic business planning and long term financial planning; 
• water supply and sewerage pricing and developer charges (including liquid trade waste 

policy, approvals and pricing); 
• water conservation and demand management; 
• drought management; 
• annual performance reporting; and  
• integrated water cycle management. 
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 The guidelines are not mandatory but there are incentives for compliance.  

Water and sewerage pricing by Sydney Water Corporation, Hunter Water Corporation and 
Gosford and Wyong Councils is regulated by the Independent Pricing and Regulatory 
Tribunal. Pricing by the remaining 105 local water utilities is determined by local water 
utilities having regard to Best-Practice Management of Water Supply and Sewerage 
Guidelines. Only the prices established by Country Water, Fish River and Cobar Water 
Board require approval/endorsement from the Minister under the Water Management Act. 

Arrangements for water supply and sewerage service delivery in other states are described 
in Appendix 2. 
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3 The Challenges 
The current non-metropolitan urban water industry structure has largely been in place since 
the assent of the Local Government Act 1993. However, since then, a number of significant 
developments have, already, or will, impact on the operation of local water utilities. 

NATIONAL REFORM 
• In February 1994, the Council of Australian Governments (CoAG) adopted a strategic 

framework for the reform of the Australian water industry. In relation to urban water, the 
framework focused on institutional change, principally through requirements that urban 
water utilities be commercially focused and adopt water pricing reforms. 

• The successor to the original CoAG reform process, the National Water Initiative, 
requires Australian jurisdictions to develop water sharing plans that provide a greater 
share of water for the environmental health of rivers. This is done in consultation with 
stakeholders including local water utilities. This process effectively requires local water 
utilities to compete with all other users, including the environment, when seeking access 
to more water to meet future demand. The Department of Water and Energy estimates 
that water sharing plans will reduce the yield of affected water utilities’ assets by 20 to 30 
per cent. The impact will mainly be felt by local water utilities extracting water from 
unregulated rivers (mainly coastal NSW).  

CLIMATE CHANGE AND DROUGHT 
• The CSIRO predicts that annual rainfall in NSW is likely to decline permanently as a 

consequence of global warming. By 2070 the decline in annual rainfall in NSW is 
estimated to be between 10 to 20 per cent. A rainfall reduction of this magnitude is 
predicted to decrease stream flows by approximately 30 per cent. 

• The current drought has seen record low dam levels and stream flows in most of NSW. 
Current systems were not designed to provide security of supply under these conditions.  

DEMOGRAPHIC CHANGE 
• Based on Department of Planning figures, the population of coastal non-metropolitan 

NSW is expected to grow by 34 per cent during 2001 to 2031, while the population of 
inland NSW will grow slowly with some areas expected to see a decline in population.  

REPLACEMENT OF AGEING ASSETS 
• A significant proportion of existing local water utility assets will require replacement over 

the next thirty years as they come to the end of their economic life.   

SKILLS SHORTAGES 
• With the ageing of the labour force and the anticipated net decline in skilled labour in the 

next few years, local water utilities face a shortage of skilled people to adequately plan, 
maintain and operate water supply and sewerage systems across NSW. This could have 
serious implications for business efficiency, public health and environmental protection.  

• A significant proportion of engineers currently in the workforce graduated in the 1960s 
and 1970s and it is estimated that around 30,000 engineers will retire within the next 
decade. The Institute of Public Works Engineers estimates that retirements will result in 
losses of up to 50 per cent of engineers currently working in the field.  
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These are significant challenges for local water utilities and will require substantial 
investment in both physical assets and skilled human resources in the fields of planning, 
business and financial management and engineering.  
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4. Case for the Inquiry 
Well managed water utilities have achieved broad compliance with the Government’s Best-
Practice Management of Water Supply and Sewerage Guidelines and most have relatively 
low residential bills and operating costs (OMA – operation, maintenance and administration) 
per property. High performing utilities also have a high level of compliance with the Australian 
Drinking Water Guidelines and low levels of water quality and service complaints.  

The Government’s Best-Practice Management of Water Supply and Sewerage Guidelines is 
the key instrument for driving performance improvement by local water utilities. The level of 
compliance with the guidelines is high for the larger local water utilities. Over 85 per cent of 
utilities with more than 10,000 connected properties comply. Compliance by smaller local 
water utilities is significantly less:  
• Utilities with 3,001 to 10,000 connected properties – 71 per cent comply with the 

guidelines for water supply and 60 per cent for sewerage; 
• Utilities with 1,501 to 3,000 connected properties – 66 per cent comply for water supply 

and 51 per cent for sewerage; and 
• Utilities with 200 to 1,500 connected properties – 53 per cent comply for water supply and 

44 per cent for sewerage. 

Arguably, it is the smaller and marginally viable local water utilities that have the greatest 
need for adopting the guidelines to ensure long term business sustainability. Limited 
compliance with the guidelines is certainly a factor in the wide disparity in the performance of 
local water utilities. 

ANALYSIS OF THE PERFORMANCE OF THE NSW LOCAL WATER UTILITIES 

The key performance indicators for NSW local water utilities for the 2005/06 financial year 
are analysed in Tables 1 and 2. Each table shows the results for the median local water 
utilities, as well as the 20th percentile values (the top 20 per cent of local water utilities) and 
the 80th percentile values (the top 80 per cent of local water utilities). The tables also show 
the reported range of local water utility results for each performance indicator.  

With regard to water services (Table 1), the supporting calculations show that there are:  
• 20 local water utilities with operating costs over $400/property (Indicator 3) 
• 15 local water utilities with management costs over $150/property (Indicator 5) 
• 7 local water utilities without full cost recovery (Indicator 7) 
• 33 local water utilities with Typical Residential Bill over $500/assessment (Indicator 9) 
• 22 local water utilities with chemical water quality compliance under 95 per cent (Indicator 

12) 
• 20 local water utilities with microbiological water quality compliance under 98 per cent 

(Indicator 13) 
• 14 local water utilities with more than 30 water main breaks per 100km of main  

(Indicator 15). 

With regard to sewerage services (Table 2), the supporting calculations show that there are:  
• 8 local water utilities with operating costs over $400/property (Indicator 3) 
• 7 local water utilities with management costs over $150/property (Indicator 5) 
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• 5 local water utilities without full cost recovery (Indicator 7) 
• 18 local water utilities with Typical Residential Bill over $500/assessment (Indicator 9) 
• 10 local water utilities failed to comply with the 90 percentile limit of their biochemical 

oxygen demand (BOD) licence 
• 25 local water utilities failed to comply with the 90 percentile limit of their suspended solid 

(SS) licence 
• 15 local water utilities with more than 90 sewer main chokes and collapses per 100km of 

main (Indicator 14) 
• 10 local water utilities with more than 28 sewer overflows to the environment per 100km 

of main (Indicator 15). 

Conclusion 

The analysis shows a wide range of compliance with the Best-Practice Management 
Guidelines by local water utilities. In particular, the 52 utilities with fewer than 3,000 
connected properties have achieved 53 per cent compliance.  
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Table 1 – Analysis of 2005/06 Water Supply Performance of the NSW Local Water Utilities 
(LWUs) 

No Performance Indicator % of LWUs basis1 Range of LWU 
results 

  20th 
percentile2 

Median 3 80th 
percentile4

  

 UTILITY CHARACTERISTICS      

1 Connected properties 13,800 3,600 1,350 65,500 460 

2 Employees per 1000 properties 1.2 1.8 2.7 0.8 5.2 

 ECONOMIC – Efficiency       

3 Operating Cost (OMA) per property 
($/property) 

260 340 430 169 944 

4 Operating cost (OMA) per kL (c/kL) 50 80 115 19 200 

5 Management cost ($/property) 70 100 140 18 385 

 ECONOMIC – Financial       

6 Economic Real Rate of Return (%) 5 2 -1 12.6 -8.6 

7 Return on Assets (%) 4 2 0 8.7 -4.8 

8 Net Debt to Equity (%) -1 -12 -22 22 -90 

 SOCIAL – Charges/Bills       

9 Typical Residential Bill 2006/07 
[TRB] ($/assessment) 

340 435 570 216 998 

10 Typical Developer Charges 
2006/07 ($/equivalent tenement) 

4,150 2,700 1,700 9,230 400 

 ENVIRONMENTAL      

11 Average Annual Residential 
Consumption (kL/property) 

180 240 420 105 759 
(potable) 

 SOCIAL – Health       

12 Chemical Water Quality 
Compliance (%) 

100 100 94 100 45 

13 Microbiological Water Quality 
Compliance (%) 

100 100 97 100 57 

 SOCIAL – Levels of Service       

14 Water Quality complaints (per 1000 
properties) 

2 3 9 0 96 

15 Number of Main Breaks (per 100 
km of main) 

1 6 18 3 143 

16 Drought Water Restrictions (% of 
time) 

0 0 100 0 100 

17 Total Days Lost (%) 0 2 4 1 12 
1  Source: Appendix C, 2005/06 NSW Water Supply and Sewerage Benchmarking Report. 
2  The top 20% of local water utilities 
3. The median is the middle of a distribution: half the scores are above the median and half are below 

the median. 
4. The top 80% of local water utilities 
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Table 2 – Analysis of 2005/06 Sewerage Performance of the NSW Local Water Utilities (LWUs) 

No. Performance Indicator % of LWUs basis1 Range of LWU 
results 

  20th 
percentile 2 

Median 3 80th 
percentile 4 

  

 UTILITY CHARACTERISTICS      

1 Connected Properties 10,400 2,600 1,050 63,800 200 

2 Employees per 1000 properties 1.2 1.7 2.6 0.6 2.6 

 ECONOMIC – Efficiency      

3 Operating Cost (OMA) per property 
($/property) 

190 260 340 101 491 

4 Operating cost (OMA) per kL (c/kL) 85 110 150 24 263 

5 Management cost ($/property) 55 90 130 7 214 

 ECONOMIC – Financial      

6 Economic Real Rate of Return (%) 5.0 1.8 -0.4 17.2 -13.8 

7 Return on Assets (%) 4.5 1.7 0.2 10.6 -7.2 

8 Net Debt to Equity (%) 0 -18 -30 27 -98 

 SOCIAL – Charges/Bills      

9 Typical Residential Bill 2006/07 
[TRB] ($/assessment) 

300 385 495 178 930 

10 Typical Developer Charges 2006/07 
($/equivalent tenement) 

4,300 2,100 1,000 9,220 400 

11 Non-residential Sewer Usage 
Charge/kL 

140 100 75 262 15 

 ENVIRONMENTAL      

12 Compliance with BOD in Licence (%) 100 100 92 100 32 

13 Compliance with SS in Licence (%) 100 94 75 100 33 

14 Sewer Main Chokes and Collapses 
(per 100 km of main) 

13 44 75 0 351 

15 Sewer Overflows to the environment 
(per 100 km of main) 

4 9 28 0 113 

 SOCIAL – Levels of Service      

16 Odour complaints (per 1000 
properties) 

0.0 0.5 3.0 0 15 

17 Total Days Lost (%) 1 3 5 0 19 
1  Source: Appendix C, 2005/06 NSW Water Supply and Sewerage Benchmarking Report. 
2  The top 20% of local water utilities 
3. The median is the middle of a distribution: half the scores are above the median and half are below 

the median. 
4. The top 80% of local water utilities 
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5. Inquiry principles  
The Inquiry will be guided by a key principle: 

Customers of local water utilities are entitled to benefit from professionalism, cost-effective 
service standards and regulatory safeguards in the provision of water supply and sewerage 
services.  

As a minimum, the Government expects water supply and sewerage service providers to 
meet a range of standards and objectives. These are outlined below.  

1. RESPOND PROFESSIONALLY TO CHALLENGES  

Water utilities need to have sound strategic planning skills and business management skills 
to address these challenges. Utilities must also establish and achieve appropriate service 
standards in consultation with their communities.  

2. BE FINANCIALLY SELF-SUFFICIENT 

Water utilities should: 
• achieve full cost recovery pricing practices that includes provisioning for asset renewals 

and growth (also a key requirement of the National Water Initiative); 
• make use of appropriate funding options (e.g. debt, equity);  
• develop a commercially focused business; and  
• optimise the business’ structure and customer base.   

The Inquiry must examine: 
• the benefits of pricing oversight by the Independent Pricing and Regulatory Tribunal or a 

similar body; 
• the benefits of introducing expert and professional governance and dedicated 

management to all local water utilities; 
• different business structure models including corporatisation; 
• the minimum scale required for water utility viability in terms of connections, revenue, 

staffing and service delivery capabilities; 
• the impact of any changes on the financial sustainability of councils; and 
• the socio-economic impact of any changes on communities.   

3. BE ABLE TO COMPLY WITH INCREASINGLY STRINGENT ENVIRONMENTAL 
AND PUBLIC HEALTH STANDARDS 

Utilities should implement a risk management approach to satisfying environmental and 
water quality requirements. In addition, water utilities need to employ sufficient scientific and 
technical skills to adequately plan, maintain and operate water supply and sewerage systems 
within regulatory requirements. 
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4. IMPLEMENT COST EFFECTIVE SERVICE STANDARDS 

Utilities should provide cost-effective service standards to their customers. In addition 
performance indicators should be reported annually. Consideration may be given to 
extending the current requirements for independent auditing of performance indicators.  

The complete Terms of Reference for the Inquiry are at Appendix 1.
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6. Inquiry process 

The Inquiry into arrangements for water supply and sewerage in non-metropolitan NSW will 
be conducted in three stages:  

Stage 1. Release of discussion paper and call for written submissions 

Submissions are invited from any interested person or organisation addressing any issue/s 
within the terms of reference for the Inquiry and may include: 
• Facts 
• Opinions 
• Arguments 
• Recommendations for action. 

In preparing a submission, consideration should be given to addressing the matters outlined 
in the terms of reference (Appendix 1). Submissions will alert the Inquiry to relevant facts or 
information. It is preferable that a submission is written and in electronic format, although this 
is not essential. Other formats such as video and audiotape are acceptable. If you are 
making a submission on behalf of an organisation, please indicate who has authorised it, for 
example, the executive committee, president or chairperson. Please ensure that your name, 
address and phone number are included with your submission.  
 
Submissions should be sent to waterinquiry@dwe.nsw.gov.au or posted to:  
 
Local Water Utility Inquiry 
Department of Water and Energy 
GPO Box 3889 
SYDNEY  NSW  2001 

Submissions must be received by the Department of Water and Energy by close of business 
on Friday 7 March 2008. All submissions will be posted on the Department of Water and 
Energy website at www.dwe.nsw.gov.au 

Stage 2. Conduct hearings 

After receiving written submissions, a series of hearings will be conducted across NSW 
commencing March/April 2008 to enable interested parties to make presentations to the 
Inquiry. Hearings will be conducted in regional NSW at the following fifteen locations as 
shown in Figure 1.  

• Albury • Cowra • Orange 
• Bourke • Dubbo • Tamworth 
• Broken Hill • Forbes • Temora 
• Coffs Harbour • Griffith • Tweed Heads 
• Cooma • Nowra • Wagga 
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Figure 1 – Locations for Inquiry hearings 

 

 

 

 

 

 

 

 

 

 

 

 

For more details about hearing times and locations, please visit the Local Water Utility 
Inquiry site at:  www.dwe.nsw.gov.au 

If you would like to make a presentation to the Inquiry at a hearing, you must register at 
www.dwe.nsw.gov.au or contact the Department of Water and Energy on (02) 8281 7319. 

Stage 3. Inquiry Report 

Once the Inquiry has received submissions, heard from interested parties at the hearings 
and surveyed relevant documentation, a report will be prepared with recommendations for 
the Government’s consideration. The report will identify the most appropriate regulatory 
arrangements for the non-metropolitan water supply and sewerage industry in NSW based 
on the Terms of Reference of the Inquiry. The Government will then determine how these 
recommendations will be acted upon in order to achieve the objectives of the Inquiry.  
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Summary of Inquiry Process 
 

Stage Detail Date 

Public submissions 
closed 

Members of the public invited to make 
submissions based on the terms of 
reference of the Inquiry. 

7 March 2008 

Public hearings Fifteen hearings conducted across 
NSW inviting people to make verbal 
representations to the Inquiry Panel.  

March/April 2008 

Inquiry Panel’s 
recommendations to 
the NSW 
Government 

Information presented to the panel in 
written submissions and verbal 
presentations will be used to inform the 
Inquiry’s recommendations to the NSW 
Government.  

June/September 2008 

NSW Government 
reviews report and 
responds to 
recommendations 

The NSW Government will respond to 
recommendations made by the Inquiry.  

November 2008 

 

NSW Department of Water and Energy, January 2008  15 

 



Inquiry into secure and sustainable urban water supply and sewerage services for non-metropolitan NSW – Discussion paper 

Appendices 

APPENDIX 1. TERMS OF REFERENCE 

OBJECTIVE 
• To identify the most effective institutional, regulatory and governance  arrangements for 

the long term provision of water supply and sewerage services in country NSW; and  
• Ensure these arrangements are cost-effective, financially viable, sustainable, optimise 

whole-of-community outcomes, and achieve integrated water cycle management.  

THE TASK 

The State’s 107 local water utilities are facing growing challenges, posed by drought, climate 
change, environmental water allocations, demographic shifts, technological advances and 
skill shortages. 

In view of the challenges facing the utilities, the Inquiry is to identify the most appropriate 
institutional and regulatory arrangements for the water supply and sewerage industry in NSW 
in order to ensure that services are efficient, reliable, affordable and safe.  

In particular, the Inquiry should identify arrangements that will enable customers of water utilities 
in regional NSW to benefit from a secure water supply, professionalism, cost effective service 
standards and regulatory safeguards in the provision of water supply and sewerage services. 

As a minimum, the Government expects water supply and sewerage service providers to: 
• respond and plan in advance to the challenges facing the industry; 
• be financially self sufficient; 
• be able to comply with appropriate stringent environmental and public health standards; 

and  
• implement cost-effective service standards. 

In considering the merits of any new industry arrangements, the Inquiry should take into 
account: 
• the historical structure of the industry and its performance record to date; 
• the current and future challenges facing the industry; 
• the present capacity of the industry to address those challenges; 
• alternative industry arrangements used in other states; 
• the impact of any changes on the financial sustainability of councils; 
• the socio-economic impacts on the community, including indigenous communities, of any 

new institutional and regulatory arrangements; 
• the relative performance of other states and their experience with industry reform; 
• the institutional and regulatory options available, including the relative merits and  

drawbacks of each; and 
• the role local, state and federal governments should play in further improving services. 

The Inquiry is to focus on the provision of urban water supply and sewerage in rural and 
regional NSW. Sydney Water, Hunter Water, Gosford City Council water supply authority and 
Wyong Shire Council water supply authority are excluded from the Inquiry. 
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APPENDIX 2.  WATER SUPPLY AND SEWERAGE SERVICE DELIVERY  
IN OTHER JURISDICTIONS. 

Victoria 

In 1994 the Victorian Government established thirteen regional urban water authorities to 
replace the water supply and sewerage service provision role of 120 water boards and local 
councils. The authorities serve a population of about one million and their areas of operations 
are generally based on catchments, allowing complete integration of water resource planning 
from source to tap. The authorities are subject to economic (price) regulation by the Essential 
Services Commission and must comply with their statement of obligations and operating 
licences. The Essential Services Commission is also the statement of obligations and 
operating licence regulator.  

The authorities are managed by professional skill-based boards and are structured on a 
similar basis as state-owned corporations in NSW. The authorities pay dividends to the 
Victorian State Government. 

South Australia 

SA Water is responsible for the delivery of water and wastewater services to 1.4 million 
people across the State. It has a turnover of $750 million, assets valued at $6 billion and 
1300 staff. SA Water is a statutory corporation. 

Sewerage services to the 200,000 non-metropolitan population in South Australian towns are 
provided by local government councils. 

The Essential Services Commission of South Australia is the State’s economic regulator. 
Water and wastewater services are not regulated. However the Treasurer can direct the 
Commission to undertake inquiries and has done so on four occasions in regard to water 
prices. 

In 1996 the SA Government awarded United Water (shareholders are Veolia Water 95 
per cent and Halliburton KBR 5 per cent) a fifteen year contract to manage and operate 
the metropolitan Adelaide water and wastewater systems on behalf of SA Water. United 
Water is responsible for management and delivery of the capital works program, 
development of the asset management plan, emergency planning and environmental 
management. SA Water remains responsible for the collection of revenue, managing 
customer relationships, managing catchments and setting service standards. SA Water 
owns the infrastructure assets and controls capital expenditure. 

Queensland 

Until recently, local government was responsible for the state-wide provision of water and 
sewerage services to Queensland communities. These services were provided by 156 local 
utilities.  

The Queensland Government recently announced significant changes to the institutional and 
regulatory arrangements for the supply of water and sewerage services in south-east 
Queensland. Bulk water assets currently operated by twenty-five separate entities would be 
separated from the rest of the water supply system and ownership transferred to two 
catchment-based state-owned entities. The “retail” component of water and sewerage 
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services which are council-owned and operated and comprise seventeen separate 
businesses are to be consolidated into no more than ten council-owned retail businesses. All 
water and sewerage reticulation, service pipes and meters will be owned and operated by a 
single council-owned distribution business.  

Water pricing is not directly regulated. However, the Queensland Competition Authority has 
powers to conduct investigations into water pricing. 

In April 2007 the Queensland Government established a Local Government Reform 
Commission to make recommendations on the most appropriate structure and boundaries for 
local government in Queensland. All local governments were reviewed, excluding Brisbane 
City Council. 

On 27 July 2007, the Commission provided its recommendations to the Queensland 
Government on the name, class, boundary and electoral arrangements for the new local 
government areas. The Queensland Government accepted the Commission’s boundary 
recommendations, which will reduce the number of councils in Queensland from 157 to 73 at 
the next council elections in March 2008. 

Western Australia 

The Western Australian water services industry serves almost two million customers in over 
300 towns and communities throughout the State. Water services include potable and non-
potable water supply, sewerage, irrigation and drainage.  

The Water Corporation is by far the State's largest water service provider. Other industry 
participants include the Bunbury and Busselton water boards. Sewerage services to the 
200,000 non-metropolitan population in Western Australian towns are provided by local 
government councils. 

The regulatory framework for the water services industry was established under the Water 
Services Licensing Act 1995 (the Act). The Economic Regulation Authority is responsible 
for the functions outlined in the Act which include licensing and monitoring the performance 
of water industry service providers.  

The licensing function includes processing licence applications and amendments and in 
doing so sets minimum service and performance standards to safeguard the longer term 
interests of consumers and the management of assets. 

Under the licensing scheme, applicants apply for a licence and the Authority assesses 
whether applicants have the financial and technical ability to operate the service and that the 
application is not contrary to public interest. 

The monitoring function aims to ensure that water service providers meet relevant standards 
which may include:  
• Drinking water quality standards;  
• Drinking water pressure and flow standards;  
• Drinking water continuity standards;  
• Sewerage service standards;  
• Irrigation water quality and delivery standards;  
• Drains and drainage standards;  
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• Customer service and complaint handling standards.  
The regulatory structure for the water industry separates water service provision from 
water source allocation and protection.  

Regulatory agencies, in addition to the Economic Regulation Authority which play a role in 
the WA water industry include the Department of Water and the Health Department: 

• The Department of Water is responsible for protecting and managing the State's water 
resources, including management of the licensing system for water source allocation.  

• The Authority licences and monitors water service provision.  
• The Health Department regulates health standards for drinking water supplied by the 

service providers.  

Tasmania 

Water supply and sewerage services are provided by twenty-eight local councils to serve a 
population of 400,000.  

The Tasmanian water industry provides water and associated services to approximately 90 
per cent of Tasmanian households. The portion of the population who do not have access to 
these services rely on rainwater and septics or composting toilets. 

Three bulk water authorities - Hobart Water, Esk Water and Cradle Coast Water - supply 75 
per cent of the population with fully treated water.  

 All the water authorities have some spare capacity in supply although the existing 
infrastructure is not always capable of meeting peak summer demands. Some of the non-
metropolitan areas experience water restrictions during the summer months owing to low 
flows in water supply streams, as well as boil water alerts. A major issue for Tasmania is that 
the urban water supply schemes are highly dispersed and managed and funded by local 
councils; therefore there is little opportunity for economies of scale in infrastructure planning 
and provision of technical expertise. 

The supply of water industry services including bulk water supply, reticulation and 
wastewater treatment and disposal is the responsibility of the bulk water authorities and local 
councils. Local government is responsible for all town sewerage schemes including sewage 
and wastewater management. A number of industrial and commercial users pump waste 
directly into council sewerage systems. 

The Government Prices Oversight Commission has powers to investigate the pricing policies 
and practices of government business enterprises, government agencies and local 
government bodies that are monopoly, or near monopoly, suppliers of goods and services in 
Tasmania. 

In December 2006 the Tasmanian Government established the Ministerial Water and 
Sewerage Taskforce to identify long-term improvements in Tasmania’s water services and 
sewerage infrastructure. 







































































 



altrPlease Quote 
Council Ref: Development Servicing Plans Water & Sewerage; Water 

Supply - General; Terms of Reference; Sewerage 
Management - Planning 

 
Your Ref No:  
For Enquiries 
Please Contact: Mr Mike Rayner 
 
Telephone Direct (02) 6670 2415 l12jj1.doc

 
12 November 2007 
 
 
The Hon Nathan Rees MP 
Minister for Water Utilities 
Level 25 
9 Castlereagh Street 
SYDNEY  NSW  2000 

 
Dear Minister 
 
Water Reform 
 
I refer to your letter dated 12 October 2007 requesting comment on the draft terms of 
reference attached to your letter. 
 
Water management in Australia continues to undergo significant change.  Increasing 
community interest and advocacy is generating on-going policy and operational refinement at 
all levels of government. 
 
A review of structural arrangements in NSW is warranted given the increasing complexity and 
profile of the industry. 
 
A fundamental pre-requisite to any review is the need to have an understanding and 
acceptance of the increasing integrated nature of the industry. 
 
Water management is no longer just about water supply and sewerage.  Contemporary 4th 
generation water management will be built around whole of water cycle solutions that deliver 
long term sustainable outcomes.  This integration will include but not be limited to: 
 

• Land use planning (growth and catchment) 
• Development control standards 
• Stormwater harvesting 
• 3rd and 4th pipe solutions 
• Household demand management 
• Water and power usage optimisation 
• Plumbing regulation 
• Climate change initiatives 
• Riparian land management 

 
Recent structural changes in other states have ignored this aspect and in many respects are 
yesterday's models.  The "economy of scope" offered by multi-purpose Councils should not 
be undervalued or dismissed. 
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Equally, "economy of scale" is required if sustainable whole of catchment outcomes are to be 
achieved.  Over half of the water utilities in NSW have less than 3,000 connections.  This is 
not sustainable. 
 
It is my view that the fundamental challenge of the review is to achieve a balance between 
"economy of scope" and "economy of scale". 
 
On this basis, I believe the objective of the review should be amended to give some emphasis 
to achieving integrated outcomes. 
 
Tweed Shire Council looks forward to actively participating in the review process. 
 
Yours faithfully 

 
Mike Rayner 
GENERAL MANAGER 
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