< S>>

WATER SERVICES

ASSOCIATION OF AUSTRALIA

29 April 2026

SUBMISSION TO DRAFT REPORT - PRICES FOR CENTRAL COAST COUNCIL’S
WATER AND WASTEWATER SERVICES FROM 1 JULY 2026

The Water Services Association of Australia (WSAA) is the peak body representing the water
sector. Our members provide water and wastewater services to over 24 million customers in
Australia and New Zealand and many of Australia’s largest industrial and commercial
enterprises. In New South Wales, WSAA represents 37 local councils, WaterNSW, Hunter
Water and Sydney Water, who service around eight million customers across the state.

We welcome the opportunity to provide a brief submission to the Draft Report - Prices for
Central Coast Council’'s (CCC’s) water and wastewater services from 1 July 2026. WSAA
previously provided a submission to the Review in December 2025 and has participated in the
water price reviews by IPART for Hunter Water, Sydney Water and WaterNSW.

CONTEXT

Investment in capital and operating expenditure is increasing significantly across the water
sector. WSAA’s Report Water in Transition, released in March 2026 argues that the global
water industry is undergoing a major transition akin to the energy transition. The full report
outlines price and investment trends, drivers of transition and the economics of the water
transition and can be read here.

IPART has made a draft decision to set CCC Water's total capex allowance to $577.8 million,
accepting all of CCC Water’s proposed capex over 2026-31.

IPART has also made a draft decision to set CCC Water’s total opex allowance to $727.4
million, accepting 93% of CCC Water’s proposed opex over 2026-31. Of this, IPART has
determined that:

. $699.8 million in opex should be funded by CCC Water’s prices

. Remaining $27.6 million for CCC Water’s proposed sludge management activities
and disposal of biosolids can be funded by its internal contributions.

Across both decisions, IPART acknowledged the risk of under-investment, particularly in
renewals and maintenance, and the potential impacts on increasing asset failures and
declining service performance. IPART has sought feedback from stakeholders on whether
additional expenditure is required to address declining customer outcomes, asset condition,
maintenance rates and service quality.

COMMENTS

The investment challenge

We welcome IPART recognising this risk and the need to invest to avoid further impacts on
future service performance, even within the context of CCC Water’s history and concerns
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about current under-performance. As has previously highlighted by WSAA and in other price
reviews, investment across the water sector in Australia is currently undergoing a major
industry transition, with utilities facing many challenges from ageing assets, to population
growth and climate change.

The water industry is in the midst of a step change in the level of investment to provide
services for current and future generations and WSAA expects significant further increases in
investment across Australia over the next decade.

The latest data from the National Performance Report shows that capital expenditure in water
and wastewater was $11.2 billion in 2024-25. This has almost doubled from only three years
before. Combining the roughly doubling of annual capital expenditure in real terms between
2013-14 and 2023-24 with WSAA projections of expenditure rising another 50%, to over $12
billion a year in 2026-27, it is clear that a step change is underway in the industry.

Consequences of inadequate investment

At the same time the sector faces a once in a generation transition it also has a rapidly ageing
asset base; an issue being faced by all utilities in Australia. Unfortunately, underinvestment in
water infrastructure inevitably leads to a water crisis and the industry is seeing this unfold
across the globe with reviews of legislative and regulatory frameworks triggered in both the
UK and New Zealand in recent times.

Critically, an unsustainable level of renewals and maintenance can increase the risk of asset
failures, resulting in more frequent and costly emergency repairs or replacements, and
significant customer impacts, such as interruptions to water supply, unsafe drinking water, or
poor environmental performance.

Cost of living pressures

Managing affordability and the cost-of-living crisis is front of mind for water utilities. The water
sector has well developed programs to assist those who are not able to pay. In addition, NSW
water utilities have worked directly with customers to understand what further assistance may
be necessary.

IPART remains well placed to consider the cost of living impact, the effectiveness of existing
rebate programs and the deliverability of the proposed capital plans. In the light of the step
change in investment that is required in Australia, and the experience of the UK when
investment is inadequate, WSAA sees considerable risks if investment is deferred purely for
cost-of-living pressures. Rather, targeted assistance measures are a better approach to help
those who struggle to pay their water bill.

Applying a Base-Trend-Step approach

In reaching its draft decision on CCC Water’s opex allowance over 2026-31, IPART has
carefully reviewed CCC Water’s proposed costs, using a Base-Trend-Step (BTS) approach.
This marks the first time IPART has applied a BTS approach for CCC Water under its new
3Cs framework, since it was introduced in 2022. In our 2023 Report, Understanding Efficiency,
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WSAA discusses the benefits and case studies of the use of the BTS methodology as a top-
down framework that enables the regulated business and the regulator to focus on key
elements of the forecast operating expenditure.

Despite some concerns around baseline expenditure, IPART has importantly set out a number
of key principles for the application of the BTS approach to forecast operating expenditure.

This includes:

. customer connections as an accepted measure of output growth, and some
guidance as to the evidence required to demonstrate a relationship between
growth and operating expenditure

. the application of Wage Price Index (WPI) as an appropriate real input price
escalation factor for labour costs, and

. additional clarity around acceptable step changes, especially for new regulatory
compliance obligations.

We welcome IPART setting out these principles, which will promote greater consistency of
application of the BTS approach across utilities in the NSW water sector and set up best
practice for future price determinations. Over time, there could be value in IPART releasing
more detailed guidance and clarity on acceptable methodologies and assumptions regarding
baseline, trend and step expenditure, as well as how a particular cost may fit into the BTS
approach. IPART’s approach could be informed by the guidance provided by the AER for the
energy sector here.

Contact

WSAA welcomes the opportunity to discuss this submission further.
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