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OVERVIEW

This report summarises the Regulator’s decision following its Inquiry into TasWater’s trade
waste charging approaches.

The Regulator’s decisions on the charging approach for TasWater’s commercial trade waste
customers, industrial trade waste customers, as well as other related matters, are
summarised in Table 1.

Table 1: Regulator's decision on TasWater's trade waste charging approach and other related matters

Component | Regulator’s decision Chapter
Reference
Commercial | The Regulator does not believe that the case has been made for | 6.1
trade waste | fundamental changes for the trade waste framework for the
customers | following reasons:
= The Regulator acknowledges the progress TasWater has
made to its trade waste practices and categories over time,
reducing the number of complaints relating to trade waste
charging.
= The Regulator received limited feedback from stakeholders
in relation to trade waste charging issues.
=  TasWater has proposed adopting a fixed and variable trade
waste charging approach, but modelling to assess the
impacts this approach would have on customers is currently
not available.
= The Regulator considers that adding more customer
categories to the current risk-based charging approach
appears to be a simple to implement response at this time
which should address the issues raised by some
stakeholders. If further data and evidence is provided during
PSP5 for additional change, this can be considered at that
time.
Industrial As set out in the Regulator’s Statement of Reasons published on | 6.2
trade waste | 22 August 2024, the Regulator has decided that the next
customers regulatory period may not be an appropriate time to implement
price regulation for industrial trade waste customers. Trade
waste charges for these customers are therefore to remain
unregulated for the period between 1 July 2026 and
30 June 2030.

TASMANIAN ECONOMIC REGULATOR




INQUIRY INTO TRADE WASTE CHARGING - FINAL REPORT

Component | Regulator’s decision

Other
Matters

The Regulator has decided to require TasWater to formalise its
review process and promote its availability prior to the
commencement of the fifth regulatory period.

The Regulator also notes that TasWater is still in the process of
implementing activity-based costing across its business.

Chapter
Reference
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1 INTRODUCTION

1.1 Background

Trade waste refers to liquid waste discharged from non-residential properties that is more
variable and diverse in volume and quality than typical household wastewater. Trade waste
impacts the sewerage system to a greater extent than that imposed by sewage discharged
from residential dwellings and, therefore, increases the risks to the community and the
environment.

Currently, TasWater categorises trade waste customers based on the types and volumes of
trade waste discharged. TasWater then applies trade waste charges to each customer in each
category.

The Regulator decided in its 2022 Final Investigation Report to conduct an inquiry into
TasWater’s approach to trade waste charging.

As part of the inquiry process, the Regulator released an Issues Paper and a Draft Report for
public consultation that discussed a range of options. Two submissions were received on the
Draft Report and five submissions were received on the Issues Paper. All submissions are
available on the Regulator’s website.

1.2 Scope and approach to the inquiry

In conducting the inquiry, and as set out in the Terms of Reference as they relate to trade
waste charging, the Regulator has:

. assessed the rationale for TasWater’s current approach to trade waste charging;

. reviewed trade waste charging approaches applied by utilities in other Australian
jurisdictions;

. examined the information provided during the 2022 Water and Sewerage Price
Investigation, including the outcomes from the consultancy work Jacobs Australia
conducted for TasWater and issues raised in past submissions from stakeholders and
customers in relation to trade waste charging;

. identified and developed options for trade waste charging, including the advantages
and disadvantages of each option;

. assessed options in the context of the pricing principles set out in the Water and
Sewerage Industry Act 2008 and the Water and Sewerage Industry (Pricing and Related
Matters) Requlations 2021%; and

1 Section 68 of the Water and Sewerage Industry Act 2008. Refer to Appendix B for the legislative framework,
including the pricing principles.
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. taken into account other matters the Regulator considered relevant.

In undertaking the inquiry, the Regulator considered two broad approaches for trade waste
charging and intended to assess the customer impacts of each option. However, due to the
unavailability of data and the ongoing work being undertaken by TasWater in relation to trade
waste, it was not possible to model the impacts of the options on customers. Chapter 6
provides further details about these issues.

1.3 Next steps

The Regulator will continue to monitor the progress of TasWater’s trade waste review to
ensure that customer impacts are fully assessed and customers are sufficiently consulted with
prior to any changes being implemented for the fifth regulatory period.

8 TASMANIAN ECONOMIC REGULATOR
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2 TASWATER'S CURRENT
APPROACH TO TRADE WASTE
CHARGING

Trade waste has impacts on TasWater’s sewerage system that are over and above the impacts
from sewage discharged from residential and non-residential properties.

The higher costs that TasWater incurs collecting, treating and returning treated trade waste
to the environment is the rationale for charging trade waste customers a separate trade waste
charge in addition to the sewerage charge.

2.1 Background

TasWater separated trade waste charges from sewerage charges in 2015-16 to increase
customers’ awareness of the costs of collecting and treating waste discharged by customers
and returning that waste to the environment.

It has been suggested by some stakeholders that TasWater is ‘double dipping’ by imposing
trade waste charges in addition to sewerage charges for some non-residential customers.?
This suggestion has been made on the basis that trade waste is transported through the same
pipes and to the same holding tanks as sewerage for treatment and that TasWater is therefore
charging twice for the same service. On the other hand, TasWater considers that the waste
disposed by trade waste customers is more variable and diverse in volume and strength than
the sewerage discharged by typical residential customers, resulting in a greater load on the
sewerage system. It considers that the cost to collect, treat and discharge trade waste is higher
than the costs associated with residential and non-residential sewage. Therefore, it does not
regard the application of trade waste charges as double dipping. Chapter 5 of this report
contains a summary of issues regarding trade waste raised by customers and stakeholders.

TasWater’s current trade waste charges are based on a risk assessment that takes into account
the volumes and types of trade waste discharged. Based on this risk assessment, TasWater
groups trade waste customers into five categories based on the types and volumes of trade
waste discharged. Table 2 describes each of these categories and the number of customers in
each category as of June 2024.

2 Page 3 of Nekon’s submission and page 3 of Malcolm Eastley’s submission to the Regulator’s Issues Paper.
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Table 2: Trade waste categories and number of customers in each category

Category Description Number of customers

as of June 2024

0 Customers assessed as discharging trade waste of 459
very low volume or strength equivalent to or less than
that of a standard residential dwelling.

1 Customers assessed as discharging low volume and 769
low impact trade waste which poses minimal risk to
the sewerage infrastructure and can be managed
through simple pre-treatment devices such as screens
or tanks with minimal maintenance requirements.

2 Customers assessed as discharging trade waste to the 2 670
sewerage infrastructure that can be managed through
the installation of pre-treatment devices such as
grease arrestors and oil water separators to make it
acceptable for discharge. These customers are split
into three subcategories - 2A, 2B and 2C.

3 Customers assessed as discharging trade waste which 42
through volume, composition or quality, individually
or combined, poses a medium risk to the operation of
the sewerage infrastructure.

4 Customers assessed as discharging trade waste which 31
through volume, composition or quality, individually
or combined, poses a high risk to the operation of the
sewerage infrastructure.

TasWater refers to Category 0, 1, and 2 customers as commercial trade waste customers.
These customers carry out business activities such as restaurants, cafés, hairdressers and
bakeries. Category 3 and 4 customers are referred to as industrial customers and produce a
higher volume of trade waste or types of trade waste that have a relatively higher impact on
TasWater’s sewerage infrastructure. These customers carry out business activities such as
breweries, and food and beverage manufacturers. A full list of business activities carried out
by commercial and industrial customers is in Appendix A.

2.2 Charges

The prices charged by TasWater for services provided to industrial trade waste customers are
unregulated and are therefore outside the scope of this inquiry.
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For customers in Categories 0, 1 and 2, TasWater charges a trade waste application fee for
assessing an application and deciding whether to accept trade waste discharges into its
sewerage infrastructure. For 2024-25, the trade waste application fee is $169.15.

Customers in Category O do not pay any ongoing trade waste charges. Customers in Categories
1 and 2 are liable to pay trade waste charges.

TasWater imposes a fixed annual management fee for customers in Categories 1 and 2. The
fee varies depending on the category.

TasWater also imposes non-compliance charges on customers in Categories 1 and 2 where
the type of trade waste or the volume of trade waste differs from TasWater’s assessment.

Other trade waste charges, which were introduced by TasWater in 2018-19, are catchment
management fees (applies to trade waste customers unable to comply with their trade waste
requirements due to heritage or other site constraints at their properties) and trade waste
macerator charges (applies to aged care facilities for the discharge of shredded disposable
paper bedpans).

2.3 Risk assessment and risk score

TasWater applies a range of risk scores to customers in each trade waste category. A trade
waste customer’s total risk score is based on four elements:

. business activity (A);

. substance of most concern (S);

. required pre-treatment equipment (P); and
= trade waste volume (V).

The lower and upper limits for Categories 0, 1, 2A, 2B and 2C are presented in Table 3.

Table 3: Lower and upper limits for risk categories

Risk Category Lower Limit Upper Limit
0 0 15
1 16 39
2A 40 49
2B 50 59
2C 60+ N/A

TASMANIAN ECONOMIC REGULATOR 11
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Different risk scores are assigned depending on the business activity, the substances
discharged, pre-treatment equipment and trade waste volumes as set out in TasWater’s Trade
Waste Customer Cateqory Guideline.

2.4 Determining trade waste volume
TasWater determines a customer’s trade waste volume using a number of factors including:

. the customer’s previous financial year water consumption (previous FY water
consumption);

. domestic residence (DR): an allowance of 200 kilolitres will be subtracted from water
consumption if a domestic residence is connected to the same meter as the trade
waste customer. If there is no domestic residence connected to the same meter, the
allowance is 0;

. base volume (BV): equivalent to 80 per cent of the annual potable water meter
consumption for the property receiving the trade waste service; and

. trade waste discharge factor (DF): the percentage of the base volume which is
considered to be trade waste discharged to the sewer which varies depending on the
type of business activity conducted by the customer. Trade Waste Discharge Factors?
are informed by the NSW Liquid Trade Waste Guidelines 2009 Appendix G Table 1 and
PSP3 Customer Category outcomes. The DFs used by TasWater for calculating the
trade waste volume as part of determining a trade waste customer’s risk score, are
different from the proposed discharge factors for sewerage charging that are set out
in Chapter 6 of the Inquiry into Sewerage Charging Draft Report.

TasWater’s calculation of trade waste volume uses the following formula:
Trade Waste Volume = (previous FY water consumption — DR) X BV X DF

Under this approach, a higher trade waste volume results in a higher trade waste volume risk
score. For example, if a trade waste customer discharges between zero and 250 kL per annum,
TasWater applies a risk score of 5 and for discharge volumes between 251 kL and 500 kL per
annum, TasWater applies a risk score of 10.

3 TasWater, Trade Waste Customer Category Guideline, Version 3.0, June 2022, page 14
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3 OTHER WATER AND SEWERAGE
UTILITIES" APPROACHES

The Regulator reviewed the approaches to trade waste charging applied by utilities in other
Australian jurisdictions. The results of this analysis are summarised in Table 4.

Of the utilities that apply trade waste charges, methods of charging tend to be similar. The key
differences between approaches are the number of categories and the treatment of
commercial and industrial customers.

Table 4 Trade waste charging approaches applied by utilities in other Australian jurisdictions

Utility Trade waste charging methodology

SA Water (SA)  Five risk-based categories with escalating fixed quarterly subscription
charges. The risk level is assessed based on:

nature and quantity of discharged substances;

principal business activity;

performance history of trade waste management on site;
daily volume of trade waste discharged;

location of the business;

business’s level of control over trade waste discharge quality or
guantity; and

business’s potential for production increase or activity change.

Customers with trade waste discharges exceeding 10 tonnes of
biochemical oxygen demand or suspended solids, 20 tonnes of total
dissolved solids, or a volume of 10 000kL per year will be levied trade
waste volume and load based charges.

TASMANIAN ECONOMIC REGULATOR
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Utility

Barwon Water
(VIC)

Sydney Water
(NSW)

lcon Water
(ACT)

Trade waste charging methodology

Three customer categories based on customer business type and
activities are used for obtaining consent for the discharge of trade waste:

] deemed trade waste customers, for example beautician /
hairdresser, optician, retail florist etc;

. minor trade waste customers, who are generally commercial
businesses, are required to hold a Trade Waste Permit; and

. major trade waste customers, who are generally industrial
businesses, are required to enter into a Trade Waste Agreement.

Minor trade waste customers and major trade waste customers’ risk
assessments based on the following five factors, with an escalating fixed
annual fee, variable volume charges, and variable quality charges applied:

= trade waste volume;

= goods and chemicals stored / used on site;

= customer’s compliance records;

= effluent characteristics; and

] likelihood of an incident occurring including risk assessment of

alarms, housekeeping, and management systems in place.

Commercial trade waste customers are levied fixed quarterly permit fees
and variable volume charges. Ten customers groups, assessed based on
business type and activity type, are used for determining variable
charging rate.

Seven risk-based categories are used for industrial customers to
determine escalating fixed quarterly consent charges. Industrial
customers are also levied variable charges for domestic substances in
wastewater.

Does not currently charge for the discharge of trade waste. Over the
course of the 2023-28 regulatory period, lcon Water will continue its
investigation into liquid trade waste tariffs.
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Utility Trade waste charging methodology

Water An annual permit charge applies to all businesses with a trade waste
Corporation permit. Businesses discharging large volumes and / or high-strength trade
(WA) waste are charged variable quality-quantity charges. For the following

industries, the quality-quantity charges are fixed and calculated from a
wastewater model:

= care facilities such as nursing homes and hostels;

= hospitals;

= commercial car washes; and

. fast food restaurants (except those within shopping centres or

food halls).

Power and Four categories were listed in the trade waste code proposed in 2022:
Water
Corporation . deemed customers operating a small business of a type which
(NT) discharges small quantities of trade waste, the nature of which is

similar to domestic sewerage with volume generally less than
1 000KkL per year are not levied any annual trade waste charges.

] Category A customers, for example coffee shops, discharging less
than 1 460kL of trade waste per annum, can meet the acceptance
guidelines and comply with approved pre-treatment installation
and servicing requirements.

= Category B customers, for example car washes, discharging more
than 1 460kL of trade waste per annum who can meet the
acceptance guidelines and comply with approved pre-treatment
installation and servicing requirements.

= Category C customers, for example major hospitals, food
manufacturing, discharging more than 1 460kL of trade per annum
that, generally, cannot meet the acceptance guidelines.

TASMANIAN ECONOMIC REGULATOR 15
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Utility Trade waste charging methodology

Urban Utilities  Three categories:

(QLD)
. Category 1 customers whose discharges are deemed at or below

“domestic strength” don’t incur trade waste charges.

] Category 2 customers whose discharges are deemed to be greater
than “domestic strength” are subject to variable charges based on
volume calculated by multiplying water usage by a discharge
factor.

] Category 3 customers have approval to discharge more than 25 kL
per day or more than 25 kg per day in Biochemical Oxygen Demand
(BOD) and are charged based on quality charges for suspended
solids, BOD, Nitrogen, and Phosphorus.

Unity Water Three categories:

(QLD)
= Category O customers are those customers that do not put more

load on the system than any normal domestic connection and are
not charged for trade waste.

. Category 1 customers impose minimal to medium risk on the
system as they discharge small to medium volumes to the system
and are usually commercial customers. Category 1 customers are
further subdivided into five subcategories determined on the basis
of six different criteria. These customers are charged an escalating
fixed annual permit fee.

] Category 2 customers impose high risk on the system as they
discharge large volume and/ or exceed target sewer admission
limits and / or have the potential to discharge substances listed in
the mandatory sewer admission limits and are usually industrial
customers. These customers are charged fixed annual trade waste
permit fees.

Trade waste strength fees are also charged where waste volumes are
above Unity Water’s Sewerage Admission Limits.

Greater Customers are charged annual risk-rank-based management charges,
Western variable trade waste volume charges, and quality charges based on the
Water (VIC) volume of each contaminant discharged into the sewerage system.

Customers within the area previously known as City West Water that
discharge less than 4 kL / day of trade waste or operate a restaurant or
other food business pay a fixed price per kilolitre as non-residential
sewerage disposal fee on top of the annual risk-rank-based trade waste
agreement fee.
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4 TRADE WASTE CHARGING
APPROACHES

Two broad approaches have been considered by the Regulator for calculating trade waste
charges:

. a risk-based charging approach that retains the existing approach but adding more
sub-categories; and

. a fixed and variable charging approach.

4.1 Risk-based charging approach

The current approach does not consider factors that affect a trade waste customer’s risk due
to the specific nature of its business activities. For example, a Category 2A customer who
operates a café that is closed over the winter has the same risk rating as a café in a busy
suburban area with a larger daily volume of trade that is not subject to seasonal closures.

To address this issue, some stakeholders have suggested that more trade waste categories
could be added. In particular, as approximately 59 per cent of all trade waste customers fall
within Category 2A (predominantly food, restaurant and beverage businesses), this category
could be further refined.

4.2 Fixed and variable charging approach

TasWater engaged IMM Consulting in August 2023 to review its current risk-based charging
approach, provide advice and assist with the development of what TasWater considered to be
a more contemporary approach to the management of trade waste. This work includes the
creation of a new trade waste policy, changing TasWater’s approach to compliance and
developing a fixed and variable charging approach that may more accurately reflect its costs.*

TasWater has indicated that it is examining a fixed and variable charging approach with the
objective of providing all current and future trade waste customers with clarity and ease of
understanding of customer charges and requirements.®

Under this approach, there would be four general categories for commercial customers in
place of the current categories (Category 1, 2A, 2B, and 2C):

. high Biochemical Oxygen Demand (BOD) businesses (e.g. food processing);

low BOD businesses (e.g. cafés);

. mechanical businesses (e.g. mechanics); and

4 Supporting information provided by TasWater to the Regulator, 5 December 2023.
5 Supporting information provided by TasWater to the Regulator, 21 February 2024.
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. laundry businesses.

Under this approach, customers in each of these categories would face a fixed charge and a
variable charge. The fixed charge would include a one-off application fee plus inspection fees
charged on an annual basis. The variable charge component would be based on the volume
of water consumed at a property and a discharge factor. A discharge factor is an estimate of
the percentage of the water supplied to a property, as measured by a water meter, which is
subsequently discharged to the sewerage system. Importantly, the variable charge for
customers in each category would be different under this approach.

Under this approach, current Category O customers would be referred to as deemed
customers and would not be charged for trade waste.

TasWater is also developing a fixed and variable charge for industrial customers.
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S STAKEHOLDER SUBMISSIONS

5.1 Submissions on the Draft Report

Two submissions were received on the Draft Report:

. TasWater; and

. Central Coast Cricket Club and East Ulverstone Football Club.

Both submissions have been published on the Regulator’s website and the key points raised
in each submission are summarised below.

TasWater

TasWater supported the fixed and variable charging approach. It considered that this method
should improve the cost reflectivity of trade waste charges, minimise cross subsidies, and
provide trade waste customers with a fairer price signal to reduce trade waste or to invest in
pre-treatment processes.

Central Coast Cricket Club and East Ulverstone Football Club

The Central Coast Cricket Club and East Ulverstone Football Club considered that the current
charging method does not take into account the clubs’ lower frequency of trade waste
discharge activities. Instead, they supported a charging method that identifies quantities and
types of waste being discharged and suggested adding more trade waste categories for
customers with a lower trade waste discharge level.

5.2 Submissions on the Issues Paper

Five submissions received in response to the Regulator’s 2023 Issues Paper raised concerns
about trade waste charging. The submissions were from:

. TasWater;

. Nekon Pty Ltd;

. Central Coast Cricket Club and East Ulverstone Football Club;
. Central Coast Council; and

. Malcolm Eastley.

These submissions have been published on the Regulator’s website.

TasWater considers its current trade waste categories are not easy for customers to
understand and prefers an approach based on the categorisation of trade waste by strength
that also incorporates fixed and variable components. TasWater considers that, under this
approach, trade waste charges will be more cost reflective. TasWater has also suggested that
Category 3 and 4 trade waste customers be subject to regulated prices.

TASMANIAN ECONOMIC REGULATOR 19
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Nekon and Malcolm Eastley considered that TasWater was double dipping by subjecting some
customers to both sewerage charges and trade waste charges.

Central Coast Cricket Club and East Ulverstone Football Club, as well as Central Coast Council
claimed that trade waste charges should reflect the sporting clubs’ impact on TasWater’s
infrastructure and that there should be more categories for customers with lower use.
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6 REGULATOR'™S DECISIONS

Summary

The Regulator does not believe that the case has been made for fundamental changes to the
trade waste framework.

For industrial trade waste customers, the Regulator has decided that the next regulatory
period may not be an appropriate time to implement price regulation for industrial trade
waste customers. Trade waste charges for these customers are therefore to remain
unregulated for the period between 1 July 2026 and 30 June 2030.

The Regulator’s decisions in relation to trade waste charges for both commercial and industrial
trade waste customers are discussed below.

6.1 Commercial tfrade waste customers

As set out in Section 4, during the course of this inquiry the Regulator considered the following
trade waste charging options for commercial trade waste customers:

1. Retaining the existing charging approach but adding more sub-categories; and
2. Implementing a fixed and variable charging approach.

The advantages and disadvantages for each of these options are discussed below.

6.1.1 Retaining the existing charging approach but adding more
sub-categories

The Regulator considers that the main advantage of this option is that trade waste customers
are familiar with the current charging approach, which has been in place since 2012. Over this
time, TasWater has adjusted its trade waste policy and categories. The Regulator considers
that these changes seem to have allayed many of the concerns stakeholders have previously
expressed regarding TasWater’s approach to trade waste charging, as evidenced by a
reduction in customer complaints and limited feedback to this inquiry.

At present, there are a relatively small number of trade waste categories and potentially
businesses with quite different volumes of trade waste, or different types of trade waste,
paying similar charges. By introducing additional trade waste customer sub-categories, this
option has the potential to result in charges that are more cost reflective than is the case
under TasWater’s current approach.

However, based on previous stakeholder engagement, the Regulator notes that some trade
waste customers find the method for calculating their risk score difficult to understand.
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6.1.2 Implementing a fixed and variable charging approach

Compared to Option 1 which comprises only a fixed charge, TasWater considers that the main
advantage of Option 2 is that it is more cost-reflective. A fixed and variable charging approach
reflects that some of TasWater’s trade waste costs are fixed costs and some of those costs are
variable costs.

Another advantage of Option 2 is that, compared to a risk-based charging approach, the fixed
and variable approach may be easier for trade waste customers to understand. For example,
for commercial customers, TasWater is proposing four general categories with a variable
charge using water usage as a proxy for the volume of trade waste discharged.

Option 2 is also consistent with how TasWater charges for regulated water services and how
the Regulator has required TasWater to charge for sewerage services in the fifth regulatory
period®.

One disadvantage of this method is that, while water use may be a reasonable proxy for
demand placed on the sewerage system, this may not be true for all commercial trade waste
customers. For example, the discharge factor may fail to consider the scenario where a
customer recycles some of the water it draws from the reticulated water network or if some
of the water is discharged into the stormwater system instead of the sewerage system (for
example, a car wash).

A further disadvantage is that there may be implementation costs associated with
transitioning to a new charging methodology. These costs include any changes to TasWater’s
billing system, an education campaign to explain the new system to customers and a potential
increase, at least initially, in staff training and call centre costs.

6.1.3 Issues with both approaches

Due to the unavailability of data and ongoing work being undertaken by TasWater in relation
to its trade waste arrangements, the modelling of the customer impacts from adopting either
option has not been carried out. While TasWater has conducted some preliminary modelling
in relation to Option 1, TasWater’s current trade waste review, which includes the
development of a fixed and variable charging approach (Option 2), is yet to be completed. As
such, customer impact modelling has not been undertaken at this stage.

The Regulator acknowledges that any changes from the status quo may lead to some
customers paying more than they currently pay, and some customers paying less.

6.1.4 Regulator’s decisions

The Regulator does not believe that the case has been made for fundamental changes to the
trade waste framework for the following reasons:

6 Tasmanian Economic Regulator, Inquiry into Sewerage Charging Final Report, August 2024.
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. The Regulator acknowledges the progress TasWater has made to its trade waste
practices and categories over time, reducing the number of complaints relating to trade
waste charging.

. The Regulator received limited feedback from stakeholders in relation to trade waste
charging issues.

. TasWater has proposed adopting a fixed and variable trade waste charging approach,
but modelling to assess the impacts this approach would have on customers is currently
not available.

. The Regulator considers that adding more customer categories to the current risk-
based charging approach appears to be a simple to implement response at this time
which should address the issues raised by some stakeholders. If further data and
evidence is provided during PSP5 for additional change, this can be considered at that
time.

Any remaining concerns regarding TasWater’s charges to commercial trade waste customers
may be best addressed through further expansion of the trade waste categories (i.e. Option 1).

The Regulator notes the ongoing work being done by TasWater in relation to its trade waste
charging arrangements. Should TasWater include any changes from the current approach to
trade waste charging in its proposed price and service plan for the fifth regulatory period, the
Regulator expects that the proposal shows the impacts on customers from adopting the
approach and justifies that the approach is more cost reflective than the current approach.
Likewise, if TasWater’'s proposed price and service plan includes the current risk-based
charging approach with the inclusion of more customer categories, TasWater must show the
impacts on customers from this change.

The Regulator will make a final decision as part of the 2025-26 price determination
investigation on the most appropriate trade waste charging approach for commercial trade
waste customers.

6.2 Industrial frade waste customers

In response to the Regulator’s Draft Price and Service Plan Guideline, TasWater proposed a
number of changes to its regulatory framework, including regulating trade waste charges for
industrial trade waste customers. The Regulator sought input from stakeholders regarding
TasWater’s proposed change.

As discussed in the Regulator’s Statement of Reasons - Proposed Changes to TasWater’s
Reqgulatory Framework, feedback received from stakeholders during consultation in relation
to this proposal was mixed.

In considering the issues raised and the feedback received during consultation, the Regulator
noted that TasWater has been reviewing its trade waste arrangements. Among other things,
this review has resulted in the majority of its contracts with industrial trade waste customers
being re-negotiated, with the new pricing framework publicly available on TasWater’s website.
This has significantly increased the transparency of the charging arrangements for this cohort
of customers and may allay stakeholders’ concerns about potential cross-subsidisation
between regulated and unregulated trade waste customers and the lack of transparency of
these pricing arrangements.
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As set out in the Regulator’s Statement of Reasons, the Regulator has decided that the next
regulatory period may not be an appropriate time to implement price regulation for industrial
trade waste customers. Trade waste charges for these customers are therefore to remain
unregulated for the period between 1 July 2026 and 30 June 2030.
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/ OTHER MATTERS

Summary

The Regulator has decided to require TasWater to formalise its review process and promote
its availability prior to the commencement of the fifth regulatory period.

The Regulator also notes that TasWater is still in the process of implementing activity-based
costing across its business.

7.1 Review process

TasWater has a review process in place should a customer query the trade waste calculation
used for their bill. Under this process, a customer can request TasWater to conduct an
assessment, at no additional cost to the customer, to review the trade waste charges that
have been applied. This review process does not appear to be formalised or publicised.

With the potential implementation of some changes to the trade waste approach, such as
expanded sub-categories, a formal review process will be important. Therefore, the Regulator
requires TasWater to formalise its review process and promote its availability prior to the
commencement of the fifth regulatory period.

7.2 Implementafion of activity-based costing

In its final report from the 2022 water and sewerage pricing investigation, the Regulator
required TasWater to implement an activity-based costing approach across its whole business
so that it could more accurately allocate costs between regulated and unregulated services,
as well as between fixed and variable costs for each regulated service.

TasWater commenced the implementation of activity-based costing in 2022-23 and once
implemented, it is expected that there will be increased clarity and accuracy in the allocation
of the fixed and variable components of TasWater’s costs.
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APPENDIX A: BUSINESS ACTIVITIES
CARRIED OUT BY TASWATER'S
COMMERCIAL AND INDUSTRIAL
TRADE WASTE CUSTOMERS

Table 5 Business activities carried out by TasWater’s commercial trade waste customers’

Automotive service workshops Car/ Plant/machinery/ truck wash

Panel Beating/ Spray Painting Machinery repair workshop

Hairdressers/ beauty salons Laundromats

Nursing Homes Child Care Centres

Hospitals School and Colleges

Restaurants/ Cafés Pubs/ Cars/ Hotels

Supermarket/ Butchers/ Bakeries Any business with a commercial kitchen
Function halls/ sporting clubs Medical businesses, including dentists and vets

Table 6 Business activities carried out by TasWater’s industrial trade waste customers8

Breweries Refineries

Dairies Smelters

Wineries/distilleries Chemical plants

Food and beverage manufacturers Pharmaceutical manufacturers
Meat processing plants Large swimming pools
Seafood processors Tannery

Metal finishing Landfill Leachate

7 TasWater, Commercial Trade Waste Customers

8 TasWater, Industrial Trade Waste Customers
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APPENDIX B: LEGISLATIVE
FRAMEWORK

The Water and Sewerage Industry Act 2008 is the primary legislative instrument governing the
economic regulation of the water and sewerage industry in Tasmania. As the definition of
“sewerage” under section 3 of the Industry Act includes trade waste, the disposal, removal
and treatment of trade waste is a regulated service.

In relation to pricing, the Industry Act provides for:

an independent regulator (the Regulator) for the industry with clear accountabilities
and responsibilities to ensure effective and efficient outcomes for the sector and the
protection of customers;

independent pricing regulation with a regulated entity (TasWater) required to submit
a proposed Price and Service Plan to the Regulator which outlines the services,
revenue requirements and operational requirements of the regulated entity. The
Regulator bases its price determination on an assessment of the proposed Price and
Service Plan submitted by the regulated entity; and

the Regulator to be guided by legislated pricing principles when making a price
determination.

The pricing principles in section 68 of the Industry Act are as follows:

a regulated entity is to be given a reasonable opportunity to recover the efficient costs
it incurs in:

providing a regulated service; and
complying with a regulatory obligation; or

complying with a requirement to make a regulatory payment under the Industry Act
(except where the Industry Act provides otherwise);

the price is to provide for efficient pricing by:

applying two-part pricing for water services based on the recovery of fixed costs and
variable costs by way of a fixed charge and a variable charge (with the variable
charge determined by the volume of water used as measured by a water meter);
and

reflecting the costs of servicing particular customers or classes of customers in
different locations, regions or schemes;

the price is to provide effective incentives, with respect to a regulated service to:

promote economic efficiency;
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- reduce costs; or
- otherwise improve productivity;

. the price is to allow a regulated entity to receive a return on assets used in providing
the regulated service; and

. the price charged to a particular customer or class of customers is to reflect at least the
costs that relate directly to providing the regulated service to that customer or class of
customers to the extent that it is commercially and technically reasonable to do so.

Relevant to Category 3 and 4 trade waste customers, under Regulation 10 of the Pricing
Regulations:

. Prices for the provision of a regulated service by TasWater to a customer, under a
relevant contract®, are to allow for the recovery of the full cost of providing the service
to the customer.

In addition to the pricing principles set out in the Industry Act, the Water and Sewerage
Industry (Pricing and Related Matters) Regulations 2021 contain additional pricing principles
in relation to fixed and variable charges.

Under Regulation 14 of the Pricing Regulations:

. a fixed charge for a regulated service is to reflect the costs to the regulated entity that
are reasonably attributable to providing the service to the property to which the
charge relates;

. A fixed charge for a regulated service in relation to a property must not be imposed on
a person in relation to residential premises situated on the property unless the person
is an owner of the residential premises.

Under Regulation 15 of the Pricing Regulations:
. TasWater may, but is not required to, charge a variable charge for a sewerage service;

. a variable charge imposed for a regulated service must be charged in respect of each
unit of water delivered to, or sewage removed from, a property;

. the rate of a variable charge must not be less than TasWater’s costs of delivering water
to, or removing sewage from, a property.

. a variable charge is to reflect TasWater’s costs that are reasonably attributable to the
volume of water delivered to, or sewage remove from, a property;

. the rate of variable charge may be greater than the cost of delivering water to, or
removing sewage from, a property, if —

A relevant contract is a contract, other than a customer contract, that was in force immediately before

22 September 2011 and is still in force or a contract entered into under section 61 of the Act. TasWater’s

Category 3 and 4 trade waste customers receive trade waste services under section 61 contracts.
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there are constraints on the amount of water available to be provided by TasWater
or the capacity of water treatment plants or sewage treatment plants; or

there are constraints on the capacity of TasWater’s infrastructure; or

it is desirable to reduce demand for the supply of water, or removal of sewage, so
that expenditure that would otherwise be required to meet increased demand for
the service can be deferred and expenditure redirected to improve health, public
safety or the environmental outcomes; or

the Regulator is of the opinion that the rate should be greater than the cost so as
TasWater can recoup costs that it may not otherwise recoup.
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APPENDIX C: GLOSSARY

Term Meaning in this Report

Biochemical Oxygen Demand Biochemical Oxygen Demand is the amount of oxygen

(BOD) microorganisms require to break down organic matter in
water (BOD measures the amount of organic pollution
present in water).

Commercial trade waste Commercial trade waste customers are businesses that
customers discharge low to medium risk trade waste to sewer, and are
categorised as category O, 1, or 2 trade waste customers.

Customer As defined in the Industry Act, the customer is:

= an owner or, owner and occupier, of a property
that is connected to a regulated entity’s water or
sewerage infrastructure (including strata title lot
owners); or

= an occupier of a property that is connected to a
regulated entity’s water or sewerage infrastructure
who is liable for water and sewerage charges; or

= an owner or occupier of a property that is not
connected to a regulated entity’s water or
sewerage infrastructure but where a regulated
service is available, and a regulated entity imposes
a service charge for that service; or

= an occupier of a property that is connected to a
regulated entity's water infrastructure or sewerage
infrastructure and is liable for service charges.

Draft Report Inquiry into TasWater’s Approach to Trade Waste Charging
Draft Report
Economic Regulator The Tasmanian Economic Regulator as appointed under the

Economic Regulator Act 2009 (referred to as the Regulator
in this Report).

Fixed charge A recurrent charge for the provision of a regulated service
to a customer but not including a variable charge.
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Term Meaning in this Report

Fifth regulatory period The regulatory period commencing 1 July 2026.
Fourth regulatory period The regulatory period from 1 July 2022 to 30 June 2026.
Industrial trade waste customers Industrial trade waste customers are businesses that

discharge medium to high-risk liquid waste to sewer that is
high in volume and/or concentration and are categorised as
Category 3 or 4 trade waste customers.

Industry Act Water and Sewerage Industry Act 2008.

Price and Service Plan A regulated entity’s Price and Service Plan approved by the
Economic Regulator under section 65 of the Industry Act.

Price determination A determination made by the Economic Regulator under
section 66 of the Industry Act. A determination sets out, for
a regulatory period, the maximum prices a regulated entity
can charge for its regulated services.

Price determination investigation  An investigation conducted to gather information required
by the Economic Regulator before making a Price
Determination in respect of a regulated service.

Pricing principles The principles set out in sections 68 and 68AA of the
Industry Act and in the Pricing Regulations.

Pricing regulations Water and Sewerage Industry (Pricing and Related Matters)
Regulations 2021.

Proposed Price and Service Plan A Price and Service Plan submitted by a regulated entity
under section 65 of the Industry Act.

Regulated services Services or activities for which a licence is required under
section 30 of the Industry Act.

Regulatory period A period covered by a Price Determination.

TasWater Tasmanian Water and Sewerage Corporation Pty Ltd.
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Term Meaning in this Report

Trade waste As defined in the Industry Act, trade waste is liquid waste
generated other than in the course of domestic activities
and includes liquid waste generated by any trade,
industrial, commercial, educational, medical, dental,
veterinary, agricultural, horticultural, scientific research or
experimental activities.

Trade waste discharge factor The percentage of the base volume, which is considered to
be trade waste discharged to the sewer.

Variable charge A charge based on the volume of water delivered to, or
sewage removed from, the property to which the charge
relates.
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