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Flow zlcomes the opportunity to respond to IPART's review of the Sydney Water Operatir
Licence. In responding to the key questions on the appropriateness, design and administration
of the Licence, Flow be  res the following must occur to ensure NSW customers and
communities can access the best possible water .  vices and technologies to deliver liveability,
resilience, sustainability and downward pressure on pricing:

1. Recognition of a competitive market where future customers belong to the market, not
Sydney Water.

2. Removal of Sydney Water’s obligation to service new growth and prioritising its servicing
to areas where WIC Act participation is unlikely to occur

3. Need for an Independent Market Operator (IMO) (separate to IPART) to identify those
new growth areas best suited to market competition and to oversee the infrastructure
planning ar servicing strategies for these areas

4. Targets for zero ocean outfall and discharge to the environment and waterways.

These recomr itions are discussed in detail in the following sections.

In addition, Flow has included the recommendations from its submission to INSW Review of
Recycled Water in December 2017 (see Section 4). These recommendations are focused on
industry improvements which ay provide background for our recommendations to the
current revic  of Syt 2y Waters Operating Licence.

oy

W 2019 Sydney Water Operating Licence Review - Flow Response Page 4 of 21






Sydney Water should be obliged to allow WIC Act participants to develop innovative
wastewater treatment facilities in existing urban areas. This could be by way of innovation
rebates or “credits” to the minus element of wholesale pricir _ o recognise the benefits of
innovation and resilience that WIC Act participants can bring.
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4.71. Settargets to deliver zero sewerage ocean outfall.

With the environmental limits on the Hawkesbury-Nepean System (including South Creek), the
capacity constraints in the coastal transport systems (SWOOS), and the need to decrease
sewage nutrient discharges to the ocean, nil discharge targets are desirable. Local recycled
water schemes can meet these targets. NSW can learn from other global jurisdictions on how to
recycle wastewater to return high-quality recycled water to the environment.

For example, Finland has its own regulations concerning the treatment level of recycled water
to be released into oceans/ waterways — which exceeds European Union requirements.
Finland’s national legislation - Water Act: Licence to conduct wastewaters by Water Court
264/1961" - licenses plants and their treatment requirements to remove from wastewater 95
per cent of solid and oxygen-consuming matter and phosphorus, and 90 per cent of nitrogen.

QOver 80 per cent of Sydney’s wastewater is discharged to the ocean, with minimal treatment.
Approximately 0.5 per cent of Sydney's wastewater is discharged untreated to the ocean at
Vaucluse, Diamond Bay and Diamond Bay South. NSW must strengthen its commitment to
moving towards zero discharge to water.

The Sydney Water Act (s21(7)) has included a provision “to adopt as an ultimate aim the
prevention of all dry weather discharges of sewage to water including from ocean outfalls”.
Sydney Water's Operating Licence 1995e2000 cl 8.3.1 stated that Sydney Water must “reduce
discharges through non-potable reuse”. This clause has been removed from the most recent
operating licence.

The emerging WIC Act market can provide affordable alternatives to treating this waste at the
source for the generation of high-quality recycled water to meet up to 70 per cent of the
community’s daily needs along with complementary waste to energy from the organic by-
products of wastewater.,

! http://www.ielrc.org/content/e0107.pdf
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adjusted. (They) also agree(d) that competition in the water industry extends beyond wholesale
pricing.”2

2.1 tablish transparent pricing that values the broader benefits of IWM and
reduced impact on centralised infrastructure and reflects these benefits in tariff
structure.

2.2  Halt the application of the new retail-minus pricing framework finalized by
IPAIL. in June 2017 and due to begin from 1 January 2018.

2.3 Establish a new framework under which wholesale prices are based _.. the
efficient cost of delivering the services actually supplied.

2.4 Consider a pricing framework that incorporates the external benefits delivered
by IWM, including increased water security, avoided pollution from sewage
discharge, and any avoided augmentation of centralised infrastructure.

The NSW Government needs to implement a 21%"-century water policy that sets the framework to
ensure fair [PART recycled water pricing while encouraging a competitive market with multiple
players. A 21%-century water policy must foster new and emerging players into the market who
can bring innovation, customer focus and competitive pricing.

3. Mandate recycled water

There are no statutory planning requirements for next-generation water management. The
Metropolitan Water Plan has no statutory authority, and nor do the Greater Sydney
Commission (GSC) Regional plans®. In a retail-minus water future, the market will not be able to
deliver next-generation water solutions, jeopardising the NSW Government’s ability to secure
resilience, livability and sustainability objectives for Western Sydney.

31 indate recycled 1 and IV as  inimumr dards for new growth &
cor 2 u ;toconnect through B, ._IX.
Mandating recycled water for non-potable use in all new developments will catalyse
investment in water innovation in NSW while driving local resilience.

A household investment in a recycled water scheme delivers an alternative water supply that is
unaffected by water restrictions and not dependent on rainfall, unlike a household investment
in a rainwater tank. Considering this is a significant household investment, recycled water will
drive a greater return on that investment. A 2013 study by Marsden Jacobs found houses
accessing recycled water were found to have a 0.7% or $5000 median uplift to the value of

property”4.

2 https://www ipart.nsw.gov.au/files/sharedassets/website/shared-files/pricing-reviews-water-services-metro-
water-legislative-requirements-wholesale-pricing-for-sydney-water-corporation-and-hunter-water-
corporation/final-report-prices-for-wholesale-water-and-sewerage-services-june-2017.pdf

3 https://www.greater.sydney/draft-greater-sydney-region-plan-page

4 https://www.metrowater.nsw.gov.au/sites/default;  s/resources/Economic%20Viability%20-
%20Marsden%20Jacob%20%26%20Assc  tes.pdf
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Square stormwater and recycled water schemes are examples of successful procurement
approaches.

As WIC Act licensee’s prices are regulated by IPART and capital works costs are a commercial
arrangement between the developer and provider (apart from any DSC funding), procurement by
negotiation and comparison with BAU, rather than tender, should be permissible. Tendering would
be time-consuming and inhibit providers in participating in pre-commitment concepts and pricing,
thus negating private sector competitiveness and ownership of intellectual property.

There also need to be pathways created for Local Government to participate in the procurement
and management of recycled water assets including for maintaining public assets, and to facilitate
the mandating of recycled water (and embedded energy) in the DA process. Canada Bay Council
East Rhodes Growth Area, and Northern Beaches Council Ingleside Release Area are examples.

In addition, Priority Growth Areas have not been assessed as to their capacity to be serviced by
traditional utilities nor the opportunity for alternative utility provision, including recycled water
(which could reduce demand for drinking water by up to 70%).

5.3  Make Sydney Water & Hunter Water capital investment forecasts and servicing
data transparent and available to the market.

The lack of transparency and access to Sydney Water capital investment forecasts and servicing
data makes any comparison-of BAU challenging and often results in less reliable third-hand data
sources.

6. Developer Service Charges (L s) for IWM

DSCs should be considered on a precinct basis and have the ability to be dedicated to IWM. At a
minimum, DSCs could be set at the current CAPEX amount allocated by Sydney Water and Hunter
Water, hypothecated over the relevant Growth Area on an ET basis. This amount would be
contributed by developers to the relevant service provider. If the traditional methodology is
utilised to determine DSC, the finance and augmentation cost components which would be
deferred with a WICA provider could be made available as DSC to the WICA provider. This would
be cost neutral to the developer.

&~ 1sure any DSCs are precinct-ba 1 and can be dedicated = IV

7. A< stattt for IWM in _anning | v/

No equal powers, entitlements and expectations as Public Authorities. Currently only registered
‘Public Authorities’ are entitled to participate in planning gateway processes with developers
and NSW Planning. While private companies (e.g. Telstra, Jemena) are listed under the 'Public
Authorities” schedule, WICA licensees are not. This means alternative water and energy
providers along with their solutions are shut out, entrenching BAU utility choices and blocking
faster, cheaper and more innovative ways to release land.

7.1 Change current out = "ite vay proc  u 1ablir~ WIC £ licens " utilities
to be i tunc ec 4 & 56(2)(d) EP&A Act.
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Licensed utilities need to be defined as public authorities, so they enjoy the same responsibilities,
have the same powers and have the same input to development planning as traditional public
utilities. (Appendix A 160209 Gateway statutory + procedural change).

7.2 Include WIC Act licensees in the Conveyancing Regulations so that they are able to
create and hold easements in gross under the Conveyancing Act.

The Industry was advised this issue would be addressed in WICA 2.1 by deeming category A

scheme operators to be ‘authorised’ operators. However, if it is not included in the WICA 2.1,

WIC Act licensed operators must be included in the Conveyancing Regulations so they can

create and hold easements in gross under the Conveyancing Act. This is critical to the delivery

of WIC Act projects.

8. Chant water management from centralised to localised IWM

The NSW Government should consider the establishment of an Independent Water Market
Operator to transition the outdated water market into a 21%-century leader.

The NSW Government established an independent gas market to break AGL’s monopoly over
the gas market and deliver diverse services to consumers in 2000, the NSW Government can
take a similar approach to water. A Water Market Company will remove decision-making from
public water utilities and Government and put it rightly with an independent body capable of
protecting consumers interests and encouraging a fevel playing field for the delivery of a safe a
reliable water supply in a competitive or contestable environment. It would:

Local IWM, utilising recycled water, is completely integral to the delivery of the GSC’s Vision to
2056° and its 10 Directions including Directions 8 & 9 resilience and efficiency®. Without IWM
and recycled water the NSW Government will be unable to create and maintain a ‘Western
Parkland City" and a ‘Central River City’ which rely on an affordable, sustainable high-quality
local water supply. IWM will deliver the public’s strong desire for cleaner waterways to support
swimmable waterways and water activities such as Our Living River’.

Defining IWM and set a new framework for an IWM water imarket is critical to making the
transition away from a centralised market. An IWM management approach must align this with
the Metropolitan Water Plan and importantly GSC plans by ensuring competitive growth areas
are large enough for viable IWM business (around 3,000ET). Larger areas can be serviced by
multiple decentralised water facilities.

® https://gsc-public-1.53.amazonaws.com/s3fs-public/draft_gsrp_structure_plan_-
_the_three_cities_a4_landscape.pdf

& https://www.greater.sydney/directions-greater-sydney

7 http://www.ourlivingriver.com.au
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European Union requirements. Finland’s national legislation - Water Act: Licence to conduct
wastewaters by Water Court 264/19612 - licenses plants and their treatment requirements to
remove from wastewater 95 per cent of solid and oxygen-consuming matter and phosphorus, and
90 per cent of nitrogen.

Over 80 per cent of Sydney’s wastewater is discharged to the ocean, with minimal treatment.
Approximately 0.5 per cent of Sydney's wastewater is discharged untreated to the ocean at
Vaucluse, Diamond Bay and Diamond Bay South. NSW must strengthen its commitment tc  1oving
towards zero discharge to water.

The Sydney Water Act (s21(7)) has included a provision “to adopt as an ultimate aim the
prevention of all dry weather discharges of sewage to water including from ocean outfalls”.
Sydney Water's Operating Licence 1995e2000 cl 8.3.1 stated that Sydney Water must “reduce
discharges through non-potable reuse”. This clause has been removed from the most recent
operating licence.

The emerging WIC Act market can provide affordable alternatives to treating this waste at the
source for the generation of high-quality recycled water to meet up to 70 per cent of the
community’s daily needs along with complementary waste to energy from the organic by-products
of wastewater. '

o ) Commit to and enforce existii  targets in the Sydney Water Act to deliver
zero sewe . _Je ocean outfall.

il s e lic sed WIC Act businesses to access surplus wastew er to treat
and reuse.

5. Conclusion

Flow willcontinue to work witlf IPART, Gbvernmentand S = sy Water to achieve a sha
undergtanding of IWM and the operatior{al and techni lir el totransit 1t NSW
watey sectoy to the future.

Founder and Executive Director

+low

& http://www.ielrc.org/content/e0107.pdf
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