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ISSUES PAPER. 

The Assoc i a t i on  a p p r e c i a t e s  t he  oppor tun i ty  t o  comment 
on the  above I s s u e s  Paper. 

Before commenting on the  above I s s u e s  Paper ,  i t  seems 
neces sa ry  t o  r e f e r  t o  submissions made on previous  I s s u e s  Papers 
d e a l i n g  wi th  a l l i e d  s u b j a c t s  concerning the  the  supply  of water  
p r i c i n g  p o l i c i e s .  e.g. 

Submission da ted  2nd Fenruary 2004 on I s s u e s  Paper on 
"WATER PRICE S'TRUCTUKES I N  THE SYDNEY BASIN" 

*!The Assoc i a t i on  f u l l y  eodorses  the  opgning s ta tement  
of  the  I s s u e s  Paper  i n  para  2.1: "Sydney i s  f a c i n g  a  p o t e n t i a l  
water  supply s h o r t f a l l .  Demand f o r  water  i n  Sydney i s  o u t s t r i p p i n g  
t h e  s u s t a i n a b l e  supply  a v a i l a b l e  under water  supply system per for -  
mance s tandards ."  except  t h a t  the  supply  s h o r t f a l l  is n o t ,  o r  i s  
no longe r  p o t e n t i a l .  I t  i s  a c t u a l  qnd i t  has  a l r e a d y  become neces- 
s a r y  t o  t r y  t o  r e s t r d t t  l e v e l s  of  consumption. 

We a l s o  agree  t h a t  t h e  imbalance between supply  and 
demand i s  l i k e l y  t o  be even g r e a t e r  i n  the  n e a r  f u t u r e .  It i s  
a l s o  pointed o u t  i n  pa ra  2.1 t h a t  the  " t r a d i t i o n a l f l  response t o  
i n c r e a s i n g  demand and of populat ion growth, of  buildimg more s t o -  

1 
r a g e  dams i s  no l o n g e r  a v a i l a b l e ,  as the  NSW Government has ru led-  
out l th is  s o l u t i o n  on environmental  grounds, 

The o b j e c t  of the  Paper  i s  t o  i n v e s t i g a t e  how the  p r i ce  
mechanism might be used t o  reduce the  demand f o r  water  i n  the  
Sydney bas in .  

We f u l l y  agree  t h a t  t he  p r i c e  mechanism i s  a most e f f e c t i v e  
t o o l  f o r  r e s t r a i n i n g  was t e fu l  water  consumption. It i s  submit ted,  
however, t h a t  a n  e s s e n t i a l  f e a t u r e  of any i n t r o d u c t i o n  o r  exten- 
s i o n  of the  p r i c e  mechanism must be the  ex t ens ion  of the p r i c e  
mechanism aqd i t s  a p p l i c a t i o n  t o  ALL the  water  consumed, BY ALL 
consumers. I n  o t h e r  words, t he  "use r  pays" method must be ex- 
tended t o  a l l  consumers by t h e  f i t t i n g  of water  meters  t o  ALL 
premises  o r  i n s t a l l a t i o n s  where water  is being used/consumed, i n c l u -  
d ing  ALL r e s i d e n t i a l  houses,  f la t s  o r  u n i t s .  

From 1993 the  former p rope r ty  value based water  p r i c i n g  
was l a r g e l y  r ep l aced  by a tariff c o n s i s t i n g  of a f i x e d  "accessv  
component and usage charges  based on water consumed. This  was 
a d i s t i n c t  improvement f o r  ach iev ing  a more r e spons ib l e  water  
consumption, A very  l a r g e  and important  segment of t he  consuming 
popu la t ion  was, however,overlooked. Namely, t he  occupants of  strata 
t i t l e  and o t h e r  r e s i d e n t i a l  b u i l d i n ~ s ,  con ta in ing  a number of 
s e p a r a t e  dwel l ing  u n i t s / f l a t s / l o t s .  P r a c t i c a l l y  a l l  of these  b u i l -  
d i n g s  have ONLY ONE water  meter per  p roper ty .  The water  usage 



charges f o r  such bui ld ings  a r e  ayable n o t  b the consurners/users 
( t h e  r e s i d e n t s  o f  the ind iv idua l  f l a t s / u n i t s  3 but by the owners of 
the bu i ld ings ,  the owners corpora t ion  o r  the accomodation providers ,  
i , e .  non-consumers. Thus the water consumption of the a c t u a l  u s e r s  
i s  no t  r e s t r a i n e d  by the p r i ce  mechanism, Under the Res iden t i a l  
Tenancies Act, tenants  may n o t  be charged by the l e s s o r s  f o r  the water 
used i n  the premises, unless  the premises a r e  equipped with ind iv i -  
dual  water meters,  and even then, only i f  t h i s  ob l iga t ion  is  included 
as a  term of the Res iden t i a l  Tenancy A g r e e ~ e n t .  

It i s  considered t h a t  Sydney Water and IPART f a i l  t o  apprec ia te  
the  huge volume of water t h a t  escapes from the "user  paysn d i sc ip -  
l i n e  under the cu r ren t  system, I t  i s  s t a t e d  under para 2,3 t h a t  70% 
of water provided by Sydney Hater i s  f o r  r e s i d e n t i a l  purposes, The 
es t ima te  by Sydney Water t h a t  only 46.6% of the water i s  used by u n i t s /  
f l a t s  i s ,  however, very quest ionable .  

The fol lowing quotes from " S t r a t a  Schemes Management Actn 
"Report 2001 ( ~ e p t  of F a i r  Trading) demonstrates the a c t u a l  posi- 
tion: "Since the f i rs t  strata l e g i s l a t i o n  commenced i n  NSW w i t h  the 
Conveyancing ( s t r a t a  ~ i t l e s )  Act 1961 over 60jl00 ind iv idua l  s trata 
schemes have been r e g i s t e r e d  ...., as the a v ,  number of l o t s  i n  
strata schemes i s  est imated t o  be 10-12, there  a r e  believed t o  be well  
over 600,000 ind iv idua l  strata l o t s  i n  ex is tence .  ,,,, It is estima- 
ted  t h a t  c lose  t o  a q u a r t e r  of the population of NSW ( t o t a l  popula- 
t i o n  6.5 mi l l ion)  l i v e  i n  within a strata scheme," 

More r e c e n t  s t a t i s t i c s  a re  provided, i n  "LIVING I N  STRATA 
DEVELOPMENTS, I s sues  Paper,  Dept of F a i r  Trading, May 2003 

"By 2003 the number of s trata schemes i n  RSW has r i s e n  to  
over 65,000, with 700,000 o r  more ind iv idua l  strata l o t s  i n  ex is -  
tence. An av. of 10 new s t r a t a  plans a r e  now being r e g i s t e r e d  every 
day . 

Even more recen t  s t a t i s t i c s  a r e  provided i n  the Second Reading 
Speech of the Minis te r  f o r  F a i r  Trading when in t rdducing  the S t r a t a  
Schemes Amendment B i l l  on 4-12-2003:nThere a r e  n e a r l y  70,000 strata 
schemes i n  NSW, ranging from simple two-lot suburban developments to  
massive 700 l o t s  high r i s e  complexes, Medium d e n s i t y  and high r i s e  den- 
s i t y  l i v i n g  i s  becoming more and more a p a r t  of urban l i f e ,  and strata 
t i t l e  is  by far tkhe p re fe r red  choice f m r  those who develop and market 
these bui ldings.  " 

Simi lar  views were expressed i n  our  submission on the I s sues  
Paper "WATER DEMAND - SVPPLY BALANCE", dated 23rd March 2004" 

"One can only agree with the summing up of the bas ic  p o s i t i o n  
by IPART, i , e ,  

nWater i s  a l i m i t e d  resource,so maintaining a balance i s  
c r i t i c a l ,  The l e v e l  of water i n  the water supply s to rages  has dropped 
t o  55% and demand f o r  water has exceeded the est imated s u s t a i n s i b l e  
y i e l d  a v a i l a b l e  from those s toragrages .  

Over t h e p a s t  20 years  demand has r e g u l a r l y  exceeded the e s t i -  
mated sus ta inab le  y i e l d  from the water supply s to rages  ,.,.. Sydney's 
s teady population growth of about 50,000 people each yea r , the re  is  a  
c l e a r  need t o  b e t t e r  manage demand f o r  water. 

The pos i t ion ,  as ou t l ined  by D A R T ,  c l e a r l y  demands the fo r -  
mulation of new p o l i c i e s  and of development p r o j e c t s ,  Not j u s t  n ibbl ing  
a t  the edges of the e x i s t i n g  pos i t ion ,  which i s  a l ready  n o t  working 
and w i l l  n o t  work without fundamental changes. 

Sydney Water seems t o  be unable and unwi l l ing  t o  introduce 
and implement new p o l i c i e s  t o  enable i t  t o  meet i t s  r e s p o n s i b i l i t i e s  
as the provider of water. Hence, i t  i s  subrniLted t h a t  i t  becomes the 
r e s p o n s i b i l i t y  of IPART to  examine how cQrren t  p o l i c i e s  and p r a c t i c e s  
need t o  be updated, Then impose new p o l i c i e s  and procedures on Sydney 



Water, i , e ,  i n  i t s  Operating Lincence, I n  order  t o  enable S,W, t o  
b e t t e r  meet i t s  r e s p o n s i b i l i t i e s  as the provider of r e l i a b l e  water 
s u p p l i e s  f o r  the consumers of Sydney, 

The Key ISSUES posed i n  the I s sues  Paper may be answered as 
follows: 

( a )  HOW CAN THE N3GUI;ATORY FWEWORK BE USED I N  THl3 MANAGEMEEJT 
08 SYDNEY'S WATER SUPPLY AHD DENAND BALANCE? 
ANSWER: A s  the supply i s  determined by the  weather and by government 
r e s t r i c t i o n s ,  DEMAND MUST BE RATTON$GISED by f u l l y  in t roducing  the 
"user  paysN pol icy ,  This pol icy  is  prevented from opera t ing  when about 
40% of consumers a r e  a t  present  exemp$ f r o m  the d i s c i p l i n e  imposed by 
having t o  pay f o r  the water used o r  wasted by them, 

(b)  WHAT ARE THE: APPROPRIATE LICENSE CONDITIONS? 
ANSWER: The Catchment Authori ty  i s  prevented from providing a d d i t i o n a l  
s to rage  f o r  water, Hence a v a i l a b i l i t y  i s  determined by c l i m a t i c  f a c t o r s  
and by government p o l i c i e s ,  Thus the a c t i v i t i e s  of the Catchment Autho- 
r i t y  cannot be con t ro l l ed  by l i c e n c e  condi t ions ,  

( c )  SHOULD DENAND MANAGEMENT TqRGETS CONTINUE TO BE INCLUDED? 
ANSWER: DEFINITEXIY, S t r i c t  p o l i c i e s  must be imposed on Sydney Water 
t o  obl ige  t h a t  organisa t ion  t o  urgent ly  introduce aeasures  f o r  con- 
se rv ing  a v a i l a b l e  water resources ,  The f i r s t  and most important 
measure should be t o  i n s t a l  i n d i v i d u a l  water meters f o r  a l l  premises 
(residential,cornmercial,industr~al) so  as to  s t r i c t l y  implement the 
u s e r  pays pol icy ,  i r r e s p e c t i v e .  - of the a l l e g e d  c o s t  o f  i n s t a l l i n g  
and reading these water meters, Water i s  a scarce  and precious commo- 
d i t y  t h a t  must be preserved, conserved and e f f e c t i v e l y  used, i r r e spec -  
t i v e  of the c o s t  of i n s t a l l i n g  such Q c o n t r o l  mechanism, A community 
without a proper water supply is  des t ined  t o  d i e ,  S imi la r ly ,  as w i l l  
be ou t l ined  i n  t h i s  submission, a l l  wastewater ,stormwater e  t c ,  should 
be recycled ,  preserved, pupi f ied  and re turned  i n t o  c i r c u l a t i o n ,  

( d )  SHOULD OTHER TARGETS BE IMPOSED I N  SYDNEY WATER'S LICENCE, 
SUCH A S  TO WDUCE WATER LOSSES,REUSE,RECYCLE,HARVES31 STORM WATER? 
DEFIMITELY, Sydney Water must be induced/forced t o  adopt and implement 
more s o c i a l l y  respons ib le  p o l i c i e s  t o  ensure t h a t  sca rce  and dimini- 
sh ing  water supp l i e s  a r e  no t  wasted and l o s t  t o  the community. 

REFERRING t o  the I s sues  Paper under cons idera t ion  by the Tribunal ,  
i t  seems t h a t  the person o r  persons prepar ing ,edi t ing  e t c .  t h i s  PKPER 
have f a i l e d  t o  s tudy and take i n t o  cons idera t ion  some r e p o r t s  and 
resea rch  s t u d i e s  conducted and published by IPART i t s e l f  e,g,  "THE 
DETEF@lINANT$ OF URBAN RESIDENTIAL WATER DEMAND I N  SYDNEY,THE BLUE 
MOUNTAINS AND ILLAWARHAfl (IPART S e c r e t a r i a l  Working Yaper,Apr%l 2004) 
The a u t h o r ' s  own summary:" The r e s u l t s  show t h a t  the PAMvlENT OF WATER 
USAGE CHARGES by the household has the  MOST SIGNIFICANT impact on ave- 
rage  annual water demand. Households a r e  est imated t o  use an average 
99% more water i f  they do no t  pay water usage charges,  The r e s u l t s  
a l s o  show t h a t  the number of occupants of a household has a s i g n i f i -  
can t  and l a r g e  impact on average annual water demand, Income has a  
s i g n i f i c a n t  ,but  small e f f e c t ,  t' 

Some r e l e v a n t  s ta tements  i n  the IPAKT Working Paper: 
t?The survey d a t a  has allowed the Tribunal t o  ga in  a b e t t e r  

understanding of the c h a r a c t e r i s t i c s  of water used by households, by 
conducting a p a r t i a l  a n a l y s i s  of the r e l a t i o n s h i p s  between income, 
consumpfAon and household s i z e  amongst o t h e r s ,  This paper takes the 
a n a l y s i s  a s t e p  f u r t h e r  by considering the independent r e l a t i o n s h i p s  
between various end useB and household  characteristic^,^^ 

e r  is  used f o r  dr inking  purposes t o  s u s t a i n  l i f e ,  
t h i s  i s  a very small  proport ion of o v e r a l l  water demand i n  a community, 
Most water i s  demanded f o r  i n d i r e c t  uses ,  such as f o r  garden watering, 
c l o t h e s  and d i s h  washing, f l u s h i n g  toilets,swimming pools and spa  uses  
and c a r  washing among o the r s ,  Water therefore  is an inpu t  t o  the en- 
joyment of a range of o the r  benef i t s  around the house ," 



Another IFART publ ica t ion  on the s u b j e c t  i s  ~ ~ S I D E N T I A L  WATER 
USE IN SYDNEY, THE UE MOUNTAINS AND ILLAWARRBtf Resul t s  from the 2003 
household survey, earch  Paper RP2, A p r i l  2004, 

Key f indings :  "The s t a t i s t i c a l  model suggests  t h a t  the household s i z e  
and NOT RECEIVING A WATER USAGE BILL a r e  the MOST INPORTANT dr iversbf  
household water use,  The survey d a t a  themselves i n d i c a t e  t h a t  house- 
hold composition and dwelling type a r e  a l s o  important,  .., ,, a houm- 
hold which does not  pay t h e i r  water usage charges,  a l l  o the r  things 
equal ,  uses  an average of 19% more water compared t o  households t h a t  
do, It a l s o  i n d i c a t e s  t h a t  i f  these households were able  to  reduce 
t h e i r  water consumption t o  the same as equiva lent  households who do 
rece ive  a water usage b i l l ,  then approximately 18 GL of water could 
p o t e n t i a l l y  be saved," 

flKe f ind ings  a re :  
(ay. Larger households g e n e r a l l y  consume more water than 

smal ler  households. 
( b )  Households t h a t  l i v e  i n  houses consume more water than 

those t h a t  l i v e  i n  u n i t s ,  
( c )  Households t h a t  r e n t  publ ic  housbng tend t o  use more water 

than those who r e n t  p r i v a t e l y  o r  own o r  a r e  paying o f f  t h e i r  own h a h e *  
(d )  Households loca ted  i n  the I l l a w a r r a  region use l e s s  water 

than those loca ted  i n  Sydney. 
Larger households make up 18% of the a c t u a l  households i n  

Sydney Water's a r e a  of opera t ion ,  but  47% of those t h a t  used more M a q  
500kL of water per  annum, Large households consumed an est imated 7@GL 
of water i n  2005 which represented  13% of Sydney Water's t o t a l  water 
demand f o r  t h a t  year ,  

Households t h a t  r e n t  publ ic  housing use an a v ,  o f  50&L more 
water per annum than those t h a t  r e n t  p r iva te  housing and an average 
of 27kL more p/a, than households paying o f f  t h e i r  own houses, 

4- 

The 2003 survey a l s o ,  found t h a t  the d i s t r i b u t i o n  of consumpkon 
within income groups is  h ighly  v a r i a b l e  and not  a l l  high-consumptian 
households have a high income,e,g, around 53% o f  low income househiBlds 
consume more than the average of 250kL p e a , ,  while the same p r o p o r a o n  
of high income ea rne r  hkgseh&s consume l e s s  thm the average. 
Other household c h a r a c t e r i s t i c s  a r e  more important thgn household income 
i n  in f luenc ing  water use,  We found t h a t  f o r  low income group, the 
high consumption households were more l i k e l y  t o  r e n t  publ ic  Uousing 
than low income households i n  general ; -  55% of high water use r s  r e n t  
publ ic  housing compared to  22% of a l l  low i n c  ouseholds. The High 

P Q 4 h  water u s e r s  were a l s o  much l e s s  l i k e l y  pay wa e r  a rges ,  - * -  .-- ' 1 - 
only 44% of low income, high consumpton households paid water usage 
charges,  compared t o  88% of a l l  low income households and 90% of a l l  
high income households, 
,;Does paying water usage charges inf tuence  water use? 
Key f indings :  ( a )  around $074 of households do no t  pay t h e i r  water usage 
charges , ( b )  households t h a t  l i v e  i n  houses and do not  rece ive  a water 
usage b i l l  use 4% more water on average than those t h a t  do. 

WHAT FACTORS a r e  the key d r i v e r s  of household water use? 
( a )  the l a r g e s t  and most s i g n i f i c a n t  f a c t o r s  inf luencing  a householdts 
water use a r e  i t s  number of ocnupants and *%ether o r  not  i t  $ays i t s  
own water usage b i l l .  

t3 each a d d i t i o n a l  member inc reases  a household's water use, 
not  r ece iv ing  a water usage b i l l  i nc reases  a householdls water uQe 

by approx, 19%. Households t h a t  a re  considered no t  t o  pay t h e i r  water 
usage b i l l  include those t h a t  t h a t  l i v e  i n  u n i t s  without: , separalte 
meters ,  those l i v i n g  i n  premises owned by the Dept, of Housing a n d h o s e  
l i v i n g  i n  p r i v a t e l y  rented  premises where the landlord  does no t  pass 
on the water usage component of the b i l l ,  



I - 5 -  

COMMENTS ON TIFE CURRENT ISSUES PAIER,  

1-2 MATTERS TO BE CONSIDERl3D, 
With r e s p e c t ,  the "broader i s s u e ~ ~ a n d  tlkey agency mattersff  do 

not  seem t o  ~ m p h a s i s e  the major i s s u e s  a f f e c t i n g  water supply problems 
t h a t  coneex% the consuming publ ic ,  such as providing an adequate water 
supply t h a t  i s  r e l i a b l e  regarding the q u a n t i t y ,  q u a l i t y  a t  a rmsonab le  
p r i ce  t o  the consumer, Also t h a t  the p r i c e  s t r u c t u r e  should be equikble 
i , e ,  t o  f u l l y  adopt the "user  paysti p r i n c i p l e  of an ind iv idua l ly  m&ered 
water supply t o  consumers, 

1-3 SUPPLY LEVEES. 
It i s  well  recognbsed t h a t ~ s y d n e y  i s  f a c i n g  a s i g n i f i c a n t  water 

supply c r i s i s ,  a s h o r t f a l l  i n  both the s h o r t  and long term, 
It i s  akso well  recognized t h a t  water p r i c i n g  i s  an important elament 

i n  demand management, The f i rs t  s t e p  i n  considering the e f f e c t  o f .  
price,however, is  t o  ensure t h a t  a l l  water used i s  i n d i v i d u a l l y  me 
Moreover t h a t  a l l  consumers a r e  i n d i v i d u a l l y  metered, so  t h a t  the 
p r i ce  e f f e c t  i s  allowed t o  e x e r t  i ts  inf luence ,  It i s  repor ted  i n  
IPART surveys t h a t  40% of water used ( a  conservat ive e s t ima te )  i n  t h e  
Sydney region i s  used by consumers whose water use is  no t  metered. 
T h i s  es t imate  was probably made before the mushrooming of l a r g e  ap&t- 
ment blocks with 100-300, even 700 u n i t s .  So, the l o g i c a l  f i rst  s t e p  
i n  any e f f o r t  t o  secure respons ib le  water use,  should be the f i t t t p g  
of ind iv idua l  water meters t o  a l l  consumer household un i t s .  Thus to  
ensure t h a t  the p r i ce  mechanism can e x e r t  i t s  e f f e c t  i n  secur ing  more 
r a t i o n a l  water consumption p r a c t i c e s ,  

It should be emphasised t h a t  water i s  a highly valuable commodi- 
t y ,  t h a t  should be conserved a t  a l l  c o s t s ,  i , e ,  the c o s t  of i n s t a l l i n g  
ind iv idua l  water meters t o  stem r i s i n g  consumption, should no t  be a 
key f a c t o r  i n  deciding t h i s  bas ic  long term pol icy  ob jec t ive ,  The key 
ob jec t ive  i s  to  achieve a r a t i o n a l  and economical use of a  sca re  
but e s s e n t i a l  commodity. 

The planning and in t roduc t ion  of higher  water charges under the 
present  system, where 40% o r  more water use r s  do not  pay f o r  i t ,  would 
no t  ensure a r e s t r a i n  on water consumption,but would only increase  the 
c o s t  burden of non-consumers, e ,g ,  of strata corpora t ions  and the pro- 
v ide r s  of r e n t a l  accomodation, 

1 * 4  CONTEXT* 
It i s  r e i t e r a t e d  t h a t  the major problem confront ing the community 

i s  not  c o s t  pressure on the supplying a u t h o r i t y ,  but p r e s m r e s  crea ted  
by supply/demand imbalance, The way t o  reduce the supply-demand imbal- 
l aace  i s  no t  by inc reas ing  the p r i ce  of water,  but t o  bri:ng a l l  water 
used under the p r i c e  mechanism, IVART surveys have shown t h a t  households 
t h a t  do no t  pay f o r  water,use much more water than those t h a t  pay f o r  
i t ,  So, by applying the e x i s t i n g  p r i c e  t o  AEL consumers, l e s s  water 
w i l l  be used/wasted, Moreover the income of the supplying a u t h o r i t y  w i l l  
a l s o  automat ica l ly  inc rease ,  

Thus, the review of the cu r ren t  p r i ce  s t r u c t u r e  i s  P;REMATURE, u n t i l  
the e x i s t i n g  p r i c e s  have been f u l l y  implemented and appl ied  t o  ALE water 
consumers/users. 

The s tatement  t h a t  "The Tribunal  i s  aware a9 and concerned about 
p o t e n t i a l  p r i c i n g  irn#pgt on vulnerable customer groups, such as pensio- 
ners,low income households and l a r g e  householdsfl i s  apprec ia ted ,  but i t  
i s  misdirected,  Water is  an e s s e n t i a l  commodity, but s o  :is e,g, t h ~ .  
supply of e l e c t r i c i t y  and gas,  Yet these servic ,es  a r e  i n d i v i d u a l l y  
metered and the consumers have t o  pay f o r  what they use/consume o r  the 
supp ly ' s  disconnected. There i s  no reason why s p e c i a l  coinsiderations 
o r  co k cess ions  should apply t o  water, The Tribunal should a l s o  take 
i n t o  cons idera t ion  t h a t  a high % of s t r a t a , u n i t  owner r e s i d e n t s  a r e  
e l d e r l y ,  many a r e  ill and i n v a l i d ,  most a r e  pensioners,  They a r e  habitu- 
a l l y  low water u s e r s ,  y e t  as u n i t  owners,they have t o  pay higher s trata 



l e v i e s  because the funds a r e  requi red  t o  pay f o r  the water used by 
younger r e n t e r s  who h a b i t u a l l y  a re  high water userd (without paying 
f o r  i t ) .  The u n i t  en t i t l ement s  for  strata l e v i e s ,  have no relatibnship 
t o  water consumption by r e s i d e n t s ,  The strata corpora t ion  is  not  all@- 
wed t o  pass-on t o  r e s i d e n t s  the water r a t e s  pa id ,  

2. REVIEW PROCESS. 
It i s  noted t h a t  ex e r t  advice w i l l  be sought on mat ters  such 

as handling waste water f sewerage) and stormwater, This is  t imely 
and very imp%tant, A l l  mat te rs  concerning the conservat ion of water 
resources  should be c l o s e l y  examined and consddered. It i s  suggested 
t h a t  IPART should examine the proposal by f tServices  Sydney" company 
f o r  tpaa t ing  and recyc l ing  v i r t u a l l y  a l l  of Sydney's waste water/se- 
werage and r e t u r n i n g  &he t r e a t e d  water i n t o  c i r c u l a t i o n ,  Thus probably 
so lv ing  Sydney's immediate water problem, saving some 1000 mil l ion  l i t ,  
per  day from being discharged i n t o  the s e a  and thus being l o s t  from 
r e c i r c u l a t i o n ,  The proposal has apparent ly  been under cons idera t ion  
(he ld  up) by Sydney Water s ince  1998. (see? Daily ~elegraph,17-3-2004) 

4,2 INCENTIVE REGULATIONS 
It i s  s t a t e d  i n  the Paper t h a t  a c r i t i c a l  element of the pr iee  s e t t i n g  
process is the determinat ion of the revenue requirement of the regu- 
l a t e d  businesses ,  It i s  no t  c l e a r  how IPART can determine the revenue 
requirement,  when i t  i s  c l e a r  " &rom IPARIP's own surveys,  t h a t  a t  
l e a s t  40% of water use r s  do no t  pay f o r  the water used. Would'nt i t  
be logic&$, as a f i r s t  measure, t o  s t o p  the revenue l e a k  o f  the water 
system, i n s i s t  t h a t  t h a t  a l l  water consumers should have ind iv idua l  
water meters i n s t a l l e d  and be requi red  t o  pay f o r  the water used, 
I r r e s p e c t i v e  of the c o s t  of i n s t a l l i n g  the meters,  the increased 
revenue gained w i l l  more than pay f o r  the i n s t a l l a t i o n ,  Once the 
revenue l e a k  has been e l iminated ,  the opera t ions  of the water indus t ry  
w i l l  be on an e n t i r e l y  d i f f e r e n t  bas i s ,  Water p r i c i n g  can then be r e v  
viewed on a sound and equ i t ab le  bas is .  

4 . 3  SERVICE QUALITY, 
The f i r s t  requirement of a soundly based se rv ice  q u a l i t y  i s  t o  ,'_._ 

i n s t a l  ind iv idua l  water meters,  so  t h a t  a l l  water u s e r s  should pay 
f o r  the water used and a11 use r s  a r e  t r e a t e d  equal ly ,  

4.4 SYI)ENY CATCHMENT AUTHORITY, 
The a c t i v i t i e s  of the Authori ty  i n  providing adequate - 1  high 

q u a l i t y  water i s  i n h i b i t e d  by $he government p roh ib i t ion  on bui ld ing  
a d d i t i o n a l  s to rage  dams o r  inc reas ing  the holding capac i ty  of exisBing 
dams, 

4.5 CUSTOMER IMPACT. 
Comment has a l r eady  been provided under para 1.4 t h a t  concexb of 

the Tribunal  on how pr ice  inc reases  w i l l  a f f e c t  vulnerable  consumer 
groups, while apprec ia ted ,  is misplaced, Water i s  no t  the only com- 
modity widely d i s t r i b u t e d @ @  consumption;-i t should n o t  be the s u b j e c t  
of s p e c i a l  concern, e l e c t r i c i t y ,  gas e t c ,  a r e  a l l  s e p a r a t e l y  metered 
and u s e r s  have t o  pay f o r  the amount used by them, Also, under cu r ren t  
circumstances,  occupants of publ ic  housing do q o t  pay f o r  the water 
they use ,  the Dept, of Housing does,  s o  p r i c e  mcreases  w i l l  no t  
a f f e c t  them. 



5, HNENUE EIEQUIREMENTS, 
~ b v i o u s l y ,  the supplying a u t h o r i t y  r e q u i r e s  adequate revenue to  

meet i t s  opera t ing  costs.  Therefore, one would expect i t  t o  explgre 
a l l  avenues f o r  inc reas ing  i t s  revenue. The f a c t  t h a t  a t  l e a s t  40% 
o r  more of water consumers do no t  pay f o r  e .water they use ,  s o  the 
c o r r e c t i o n  of t h i s  de fec t  i n  management should be a l o g i c a l  first a c t i o n  
by the supplying a u t h o r i t y ,  sy$ney Water, t o  explore and develop. 
One would normally expect them to  promote such p o l i c i e s  ( ind iv idua l  
metering) insbead of obs t ruc t ing  them. There i s  obviously a need f o r  
a po l i cy  s h i f t  towards developing and improving such obvious sources 
of a d d i t i o n a l  revenues. The suggested easy opt ion of j u s t  increas ing  
water r a t e s  w i l l  no t  have the des i red  e f f e c t  of reducing water consump- 
t i o n ,  while such a l a r g ~  segment of consumers has no incent ive  f o r  
reducing consumption, when they do no t  pay f o r  the water, i r r e s p e c t i v e  
of i ts  cos t ,  I t  i s  most s u r p r i s i n g  t h a t  the re  do no t  appear t o  be any 
proposals f o r  plugGing such an obvious d e f e c t  ( l a c k  of ind iv idua l  &ers$ 
while proposing plans f o r  increased prices,which w i l l  n o t  have the 
des i red  e f f e c t  on consumption, 

5 1 OPERATING EXPENDITURE 0 

The I s sues  Paper s t a t e s :  flyhe Tribunal is  seeking t o  determine the 
c o s t s  t h a t  an e f f i c i e n t l y  opera t ing  business  would i n c u r  i n  operat@$ 
the business  e f f e c t i v e l y ,  without com~romising se rv ice  q u a l i t y H ,  
Obviously, a s e r v i c e  provider o r  business  i s  no t  opera t ing  e f f i c i e n t l y  
when, 40% o r  more of i ts  customers doe n o t  pay f o r  the product consu- 
med by them, It i s  equal ly  obvious t h a t  the f irst  s t e p  i n  rec t i fy$lg  
t h i s  i n e f f i c i e n c y  should be t o  i n s t a l  ind iv idua l  water meters to  
c o l l e c t  the revenue due ( and a t  the same time conserve sca rce  water 
resources  by reducing wasteful  water consumption), 

5.2 CAPITAL EXPENDITURX should be d i r e c t e d  at  achieving e f f i c i e n t  
water use and s o  a l s o  censerve a scarce resource,  

The f irst  e s s e n t i a l  s t e p  i n  a r a t i o n a l  pol icy  should be t o  
r e c t i f y  the c u r r e n t  i n e f f i c i e n t  method of charging f o r  water,  i , e ,  
by i n s t a l l i n g  ind iv idua l  water meters f o r  a l l  consuming u n i t s ,  whether 
they a r e  residentia1,commercial  o r  i n d u s t r i a l ,  T h i s  w i l l  increase  
revenue and induce respons ib le  water using p r a c t i c e s ,  The c a p i t a l  
expenditure  involved can be expected t o  be recovered by the increased 
revenue and a t  the same time reducing the need f o r  f u r t h e r  huge c a p i t a l  
expenditures  f o r  the cons t ruc t ion  of dams and o t h e r  water s to rage  
f a c i l i t i e s .  

The second important measure r e q u i r i n g  c a p i t a l  expenditure 
i s  the cons t ruc t ion  of f i l t r a t i o n  p l a n t s  t o  pur i fy  waste water - 
sewerage and storm water - and recycle  i t  f o r  r e c i r c u l a t i o n  i n  the 
water system, This would a l s o  s t o p  the present  h ighly  objec t ionable  
p r a c t i c e  of p o l l u t i n g  the s e a  by pumping i n t o  the s e a  waste water which 
has been ba re ly  t r e a t e d  t o  remove p o l l u t i n g  substances,  These t r e a t -  
ment p l a n t s  should be loca ted  a t  s t r a t e g i c  l o c a t i o n s  throughout the 
suburbs and s o  avoid the huge c o s t  of pumping waste water t o  the sea- 
bord f o r  d i sposa l  i n t o  the sea ,  

It was repor ted  i n  the press  t h a t  the r e c e n t l y  completed water- 
pipe t o  take ra inwater  run-off t o  the North Head numping s t a t i o n  and 
d i sposa l  i n t o  the sea  has c o s t  some $0 m i l l i o n  d o l l a r s ,  This was a 
completely wasteful  expenditure ,  The money should have been spent  on 
a f i l t e r i n -  p lan t  (Aust ra l ian  invent ion)  f o r  r ecyc l ing  and thus 
inc reas ing  the water a v a i l a b i l i t y  f o r  the population of Sydney, 

Treatment p l a n t s  shauld a l s o  be i n s t a l l e d  i n  indus- 
t r i a l  p l a n t s  using l a r g e  q u a n t i t i e s  of water,  r e su l -  

%3.@ 1b.%WTH3~lrarge of l a r g e  q u a n i t i e s  of e f f l u e n t .  The e f f l u e n t g o m  
such i n d u s t r i a l  es tabl ishments  should be t r e a t e d  i n  s i t u  on the p r d -  
ses .  The t r e a t e d  water should then be recycled  f o r  re-use i n  the p lant  
under r e fe rence ,  Thus, no waste water w i l l  be discharged from such 
p lan t s  i n t o  the sewer system and no pol lu ted  water w i l l  be discharged 
i n t o  t h e  sea ,  



5,3 COST PRESSURES, 
These a r e  i n e v i t a b l e ,  They involve long term supply and 

demand requirements. It i s  obvious t h a t  demand can be expected t o  
inc rease ,  while the supply is  s t a t i c ,  even dec l in ing ,  Therefore 
c a p i t a l  ewpend i  t u r e s  must involve long term planning f o r  the f m t u ~ e ,  
The obvious demand i s  f o r  the conservat ion and e f f i c i e n t  u t i l i s a -  
t i o n  of e x i s t i n g  and f u t u r e  water reslpurces, i , e .  immediately s t o p  
the wasteful discharge of bare ly  t r e a t e d  waste wat i8,fnto the  sea. 
Future c a p i t a l  resources should be used i n  the mos e  f e c t i v e  
manner, i n  order  t o  conserve and recycle  water resources ,  

6.1 PRICE STRUCTURE AND TRANSITION. 
The Issue  Paper s t a t e s :  !'The Tribunal w i l l  shor, t ly complete 

a  review of water pr ice  s t r u c t u r e s  f o r  the Sydney  ash, which ana- 
l y s e s  whether changes t o  the c u r r e n t  wholesale and r e t a i l  p r i ce  
s t r u c t u r e  could help reduce the demand f o r  wateru 

It has  been repeatedly  s t a t e d ,  even qs a r e s u l t  of I P A R T  
surveys t h a t  p r i ce  i s  the most important f a c t o r  inf luencing  water 
consumption. It must, h&ver, also be emphasised t h a t  tk pr ice  
f a c t o r  cannot exe rc i se  i t s  inf luence ,  when 40% o r  more consumers 
do not  have t o  pay f o r  the water they use,  I n  such a s i t u a t i o n ,  
a s  e x i s t s b n  Sydney to-day, a p r i ce  increase  w i l l  n o t  reduce the 
r a t e  of consumption, as most of the increase  w i l l  be payable by 
non-consumers, such as the strata corpora t ion  and the accomodation 
providers .  Under such circumstances,  the p r i c e  increase  w i l l  miss 
i t s  t a r g e t ,  i , e ,  the water consumers, 

6,2 CONSUMPTION FORECASTING AND KEVENUE: VOLATILITY, 
I t  is submitted t h a t  i t  i s  no t  r egu la to ry  changes t h a t  a r e  

requi red  i n  the water indus t ry ,  but a simple change i n  pol icy  and 
i t s  implementation, I , e ,  i n s t a l  ind iv idua l  water meters f o r  a l l  
consumer u n i t s ,  w h a h e r  r e s i d e n t i a l ,  i n d u s t r i a l  o r  commercial, T h i s ,  
by i t s e l f ,  w i l l  r a d i c a l l y  change the consumption p a t t e r n  and the 
t P t a l  volume of water used, I f  subsequently t o  t h i s  bas ic  requi re-  
ment, the p r i ce  of water is  var ied ,  t h i s  w i l l  a f f e c t  the consumption 
of a l l  c l a s s e s  of consumers, Consequently, i t  w i l l  a l s o  have the 
des i red  e f f e c t  on the amount of water used, I n  Sydney, water is :  a 
scarce  commodity, The incent ive  of the s u p p l i e r s  - Sydney Water - 
should not  be t o  maximise p r o f i t s ,  but t o  provide water supp l i e s  t o  
consumers at  an economically adequate p r i ce  and s o  meet the requi re-  
ments of both the s u p p l i e r  and the market, If  p r i ce  inc reases  a r e  
considered necessary t o  reduce excess consumption, then t h i s  should 
be introduced only af ter  the ind iv idua l  water meters have been ins-  
t a l l e d ,  - i n  order  t o  ensure t h a t  the p r i ce  f a c t o r  w i l l  a f f e c t  
consumption ( i . e ,  i t  i s  no t  imposed on non-consumers). 

6,3 STORM WATER. 
The primary purpose of storm water management should be to  con- 

serve  t h i s  water resource f o r  r ecyc l ing  and f o r  adding t o  the water 
a v a i l a b l e  f o r  r e t i c u l a t i o n ,  I ,e .  the po l i cy  regarding  storm water 
should be t o  preserve and use i t  and NOT how t o  g e t  r i d  of i t ,  

A s  the  water i s  needed f o r  r ecyc l ing ,  the  i n s t i t u t i o n a l  
r e s p o n s i b i l i t y  f o r  c o l l e c t i n g  and f i l t e r i n g  i t  should be t h a t  of 
Sgdney Water, S t n m  water is  a valuable  commodity t h a t  should not  
be wasted by pumping i t  i n t o  the sea ,  

6.4 MISCELLANEOUS CHARGES, 
I n d u s t r i e s  whose procedures r e s u l t  i n  t rade  waste , i , e  . pol lu ted  

waste water,  should be encouraged, even compelled o r  subs id ised  - 
t o  i n s t a l  f i l t e r i n g  and p u r i f i c a t i o a  equipment i n  t h e i r  premises, 
t h a t  w i l l  enable them t o  re-use the water, Thus the water w i l l  be 
recirculated within the factory o r  p l a n t ,  This w i l l  e l iminate  o r  
a t  l e a s t  reduce the use of potable water f o r  i n d u s t r i a l  purposes - 
and a t  the same time, e l imina te  f a c t o r y  waste from p o l l u t i n g  the 



the sewerage system, which r e s u l t s  i n  the need f o r  e l abora te  
f i l t e r i n g  and p u r i f i c a t i o n  processes a t  publ ic  wate r  plants ,  

6,7 FIRE SERVICE CHARGES. 
It i s  considered t h a t  a reasonable method and r a t e  of charges 

be examined and introduced, When a f i r e  occurs ,  huge volumes of 
water a r e  used up. It is  reasonable t o  expect t h a t  the supplying 
a u t h o r i t y  should rece ive  recompense f o r  making potable water 
a v a i l a b l e  fgm t h i s  se rv ice  and publ ic  purpose. 

6.8 RECYCLED WATER PRICING PRINCIPLES AND SEWER M I N I N G ,  
It  i s  laudable t h a t  !!The Tribunal wishes t o  encourage water 

businesses  to  promote and expand the use of recycled water", 
It is  considered t h a t  ttsewer mining" i s  an unfortunate  term, 
g iv ing  an i n c o r r e c t  image t o  the  procedure and process,  " U t i l i -  
s a t i o n  of waste waterf1 might be a b e t t e r  term t o  descr ibe  a very 
d e s i r a b l e  development i n  the t o t a l  u t i l i s a t i o n  of a resource ,  t h a t  
otherwise would be wasted a t  g r e a t  handling c o s t s ,  P a r t i e s  i n t e -  
r e s t e d  i n  undertaking such i n d u s t r i a l  development should be en- 
couraged - even subs id ised  a t  hhe i n i t i a l  es tabl ishment  s t age  - 
r a t h e r  than use i t  as a  source of revenue, as suggested,  and thus 
discourage t h i s  highly d e s i r a b l e  development i n  u t i l i s i n g  waste 
ma te r i a l s .  This i s  a h ighly  u s e f u l  and b e n e f i c i a l  development 
from every aspec t  of the c a m ,  

It i s  necessary t o  r e f e r  t o  the a r t i c l e n 2 b n  PZANT TO PUT 
sewerage t o  b e t t e r  uset1 Dai ly Telegraph of 17 March 2004, 
A group c a l l e d  Service Sydneg has apparent ly  been i n  d iscuss ion  
with Sydney Water s ince  1998 about i rn~lementing the p r o j e c t ,  T h i s  
p r o j e c t ,  i f  imlemented would be designed vto s t o p  almost a l l  
Sydney's sewerage waste going i n t o  the ocean and d i v e r t  i t  t o  
western Sydney f o r  i r r i g a t i o n ,  domestic use and r i v e r  flowsu It 
i s  claimed t h a t  ' f t h i s  p r o j e c t  would c lose  th ree  main sewerage 
o u t f a l l s  - Bondi,North Head and Halabar", It is  s t a t e d  t h a t  Sydney 
water i s  s t i l l  "considering" the proposal by a p r i v a t e  consortium 
of us ing  the sewerage which apparent ly  Sydney Water claims t o  
flown", I t  i s  understood t h a t  the case has gone t o  the National 
Competition Council f o r  reviewing Wvdney Water1 s apparenkclaim 
of monopoly, which i t  fa i l s  t o  u t i l i s e  f o r  the b e n e f i t  of the 
publ ic  and s o c i e t y ,  

Reference should a l s o  be made t o  the pub l i ca t ion  "WATER 
REUSE PROJECTION TO 2000" published by Sydney Water i n  May 1995, 
This publ ica t ion  o u t l i n e s  the pos i t ion  and p o s s i b i l i t i e s  f o r  u t i l i -  
s i n g  waste water,  but nothing appear ,  i n  f a c t ,  t o  have been imple- 
mented during the p a s t  10 years .  

The fol lowing quotes from Sydney Water's own publ ica t ion  
might i l l u s t r a t e  the pos i t ion  as i t  was i n  1995: 

Itto p r o t e c t  the environment, sewerage treatment p l a n t s  have 
t r a d i t i o n a l l y  been requi red  t o  remove suspended s o l i d s  and o the r  
oxygen demanding substances and a r e  no t  designed t o  remove l a r g e  
amounts of t o t a l  d isso lved  s o l i d s ,  Some p o t e n t i a l  markets i n  in- 
d u s t r y ,  however r equ i re  water t h a t  has a  low t o t a l  dissolved s o l i d  
content ,  To overcom i s  obs tac le  Sydney Water through i t s  
t r a d i n g  arm AUSTRAL1 TER TECHMOLOGIES and ITS AQUA REUSE BUSI- 
ness  is  r e f i n i n g  i t s  product mix t o  match the q u a l i t y  des i red  by 
various markets", ( t h i s  i s  understood t o  be the reverse  osmosis 
process developed and marketed by MEMTEC). 

"AQUA REUSE has developed a t r anspor tab le  and compgct 
Itsewer mining" system incorpora t ing  invent ive  Aust ra l ian  made 
technologies ,  t h a t  allows naw sewerage t o  be ex t rac ted  d i r e c t  
from pipes f o r  processing, The Aqua Reuse System a l s o  allows the 
t r ade  waste water produced by many i n d u s t r i e s  and businesses  t o  



, ' )  - 10 - 
be processed,  recla imed and reused  on s i t e " .  

Reference could a l s o  be made t o  WEST CAMDEN SEWERAGE 
TRFATEMENT PLANT UPGRADE AND AMPLIFICATIONfl publ ished by Sydney 
Water i n  1999. e.g. 

"The s t u d y  concluded t h a t  op t ion  C ,  c e n t r a l i s e d  t rea tment  
w i th  the  p o t e n t i a l  f o r  r e c y c l i n g  i s  the  op t ion  t h a t  b e s t  met the  
f u t u r e  q u a l i t y  and growth requirement f o r  the  Hawkesbury- Nepean 
River  systemn 

Many PLANS, p r o j e c t s  and BRAVE WORDS, bu t  NO ACTION t o  
u t i l i z e  t h i s  obvious r e sou rce  and t o  conserve the  t r e a t e d  water fcr 
u s e f u l  economic purposes. 

The p r e s e n t  p r a c t i c e  i s  f u t i l e  and belongd t o  the  1 9 t h  cen- 
t u r y ,  when t h e r e  was p l e n t y  of water  and a low popula t ion  dens i ty .  
It is  obvious ly  uneconomical and h o r r i b l y  was t e fu l  t o  p rocess  water  
t o  po tab l e  s t a n d a r d s ,  use  on ly  2% f o r  d r i n k i n g  purposes ( ~ y d n e y  
Water ' s  own f i g u r e ) ,  then d i scharge  i t  i n t o  the  ocean, a f t e r  mini- 
mal c l ean ing  t r ea tmen t ,  t hus  n o t  on ly  wast ing a va luab le  r e s o u r c e , & d  
p o l l u t i n g  the  s e a  f o r  many mi l e s  from the  underwater o u t l e t s .  The 
o b v i o u s , l o g i c a l  and economically sound procedure should be t o  p r o p  
p e r l y  t r e a t  and f i l t e r  ( t h e  s u i t a b l e  p l a n t  is a v a i l a b l e  i n  ~ u s t r a l i a )  
t o  make i t  s u i t a b l e  f o r  r euse  through 2 u t  t he  community,as requi red .  

CONCLUSION. 
It is apprec i a t ed  t h a t  the  I s s u e s  Paper i s  concerning mainly 

wate r  p r i c i n g ,  while t he  comments i n  t h i s  submission d e a l  mainly 
w i th  t he  supply/  demand problem, which, i t  i s  considered should be 
d e a l t  wi th  before  p r i c i n g .  

It is  cons idered  t h a t  p r i c i n g  m a t t e r s ,  i . e .  i n c r e a s i n g  the 
p r i c e  of water  is i n e f f e c t i v e ,  un l e s s  ALL water provided t o  consu- 
mers is i n d i v i d u a l l y  metered and the  c o s t  charged d i r e c t  t o  those 
consumers. 

Consider ing water p r i c i n g  before  i n d i v i d u a l l y  meter ing 
a l l  water  supp l i ed  and charging the c o s t  t o  t he  a c t u a l  i n d i v i d u a l  
consumers amounts t o  an "upside down" and i n a p p r o p r i a t e  procedure.  

Submitted f o r  t he  c o n s i d e r a t i o n  of the  Tribunal/: - - 1 
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