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Dear Joe,

As an interested party we would like to take this opportunity to provide our thoughts on the
“Inquiry into Sewerage Charging draft report” in preparation for TasWater’s (TW) fifth
regulatory period. We fully welcome and congratulate the regulator for this enquiry into
sewerage charging, especially in relation to the methodologies being applied to non-
residential customers. As highlighted in the report’s executive summary, none of the previous
submissions including TW’s submission supported the Equivalent Tenement (ET) charging
approach, with the majority supporting either a variable or a fixed & variable approach to
charging for services. As highlighted in the report, most other water utilities apply a discharge
factor in relation to the variable element of a service fee which, again, we totally support.

A user pays approach is industry best practice as it supports other integral goals of water
utilities such as water wastage as customers, particularly commercial customers, can be
financially incentivised to be water-wise and prudent in their water use management. This
user pays approach to charging has been proven to create efficient water use by customers and
is industry best practice for this reason. We will no doubt see improvement in the
conservation of water use and reduced loads required from the TW infrastructure.

The report highlights that under a fixed and variable approach to non-residential customers
33% of these customers will pay more than what they are currently paying. In relation to
applying a Standard Discharge Factor (SDF) to customers TW can look to other water utilities
for a greater understanding of how to categorise customers who may use large amounts of
water for production but not be producing much load onto the sewerage system. Again, TW
need to be ensuring they are accurate in their charging and for those customers who are
placing a high load on the sewerage system they need to pay for that privilege.

It is noted in the report that 76% of TW costs are fixed, but this fact should not be used as a
determining factor to charge customers only fixed costs or higher fixed costs. Customers are
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also fixed in relation to what they produce and use in relation to water and sewerage, they will
not stop using water or stop producing sewerage. TW can easily use the historical and current
data they have on hand to forecast very accurately Tasmania’s consumption of water and
sewerage loads and this data should be used to create a user pays system. TW can use this
system to accurately recoup their costs and be fair and equitable to its customers. Further to
this point, TW cannot be expecting customers to cover the fixed costs of producing water that
TW then loses between production and the customer. The current loss amount is over 20%
which is unheard of from any water cooperation in Australia. TW should be incentivised to
improve their practices and infrastructure as 20% is an unacceptable loss amount.

Table #3 of the report outlines customers who will pay more and who will pay less as a result

of a fixed and variable charge.

. Accommodation category was one of the three categories to be paying more on average
than they are currently being billed. This is exactly correct! Tourism is an additional
load on all of Tasmania’s infrastructure that is not highlighted or understood enough.
Hotels & tourist accommodation place a massive additional load on the system that they
need to be paying for and controlling. Tasmanians should not be subsiding the costs
associated with having tourists visit our state. The companies and businesses profiting
from having tourists should be charged for the impact/load their guests are placing on
the system. This is no different to a food or takeaway shop with trade waste.

. Community — outdoor facilities category was another sector to be predicted to have an
increase cost. Community — outdoor facilities will need to be categorised correctly as
majority of their water use would go on to fields so we don’t believe they would have
an increase once an appropriate SDF is applied.

. The Aged Care Facilities category is also predicted to have an increased cost. It is
important to gain a better understanding of why their water use is so high would need to
be investigated further to ascertain how they are appropriately categorised for each
function. It could be because they have a range of operation on site including catering
and laundry, as well as residents.

In Section 8.3 of report, it is highlighted that there is a small portion of non-residential
customers who currently use over half the water consumed by all non-residential customer, an
yet only contribute 4% of sewerage revenue. These high-use customers need to be properly
investigated to understand the burden they place on the system and to ensure pricing is
accurate and appropriate. What percentage of the water consumed is then going into the
sewerage system? Are the rest of the non-residential customers currently subsiding this small
group? Again, the current inaccurate assessments and methodologies being used by TW allow
for these unfair and illogical charging of customers. This cannot be allowed to continue. As
the report outlines, further investigation into these customers needs to be conducted. We
would encourage the sharing of information from TW to regulator so that an accurate
assessment can be made in relation to these customers.
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Section 8.5 data integrity highlights some fundamental issues with TW business practices. It
is inconceivable that TW cannot have addressed the fact they have a significant number of
connected non-residential customers with zero water use, perhaps this might account for some
of the water loss that’s occurring! As we have highlighted to the regulator and TW, we often
come across businesses and building that are incorrectly categorised. This is why no other
water utility in Australia is using this outdated and inaccurate method to assess its customers.

We fully support the regulators and TW moving towards a user pays methodology for
charging its customers. The focus should be to continually reduce fixed costs, increase
variable costs and penalise TW for loss factors that are beyond customers’ control. This move
towards a user pays method was not implemented as part of the fourth regulatory period due
to a lack of time to accurately implement changes. This cannot occur again. Industry best
practice exists and many of the highlighted areas that need to be assessed in changing to a
user pays system are evident in other water corporations. TW need to utilise information and
data that they have on hand to propose a fair and equitable charging system.

We are, as always, willing and happy to provide further information or discuss further.

Yours sincerely
NEKON PTY LTD

\ \
Per:\
WA

ROBERT ROCKEFELL
Director

E: Robert@nekon.com.au

T: +61 (0) 3 6224 6511

M: +61 (0) 0418 764 924
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