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INVITATION FOR SUBMISSIONS

The Regulator invites written submissions from interested parties on the matters discussed
and the proposals set out in this Report.

It is the Regulator’s policy to publish all submissions on the website of the Office of the
Tasmanian Economic Regulator (OTTER) unless the author of the submission requests
confidentiality in relation to the submission (or any part of the submission). Those parts of a
submission requested to be kept confidential should be submitted as an attachment to the
parts suitable for publication.

The Regulator will not publish submissions which contain material that the Regulator believes
is, or could be viewed as, derogatory or defamatory.

Submissions must be received by close of business on 12 April 2024.

To make it easier to publish submissions on OTTER’s website, submissions by email are
preferred.

Submissions and enquiries may be made to:

office@economicregulator.tas.gov.au

or to:

David Richardson (Specialist Policy Advisor)
Office of the Tasmanian Economic Regulator
GPO Box 770

Hobart 7001

Telephone: 03 6145 5899

A copy of this Report can be found on OTTER’s website www.economicregulator.tas.gov.au.

If any assistance is required in preparing a submission, please contact OTTER at the above
email address or by phone: (03) 6145 5899.
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ISSUES FOR COMMENT

The Regulator seeks interested parties’ comments on the following matters:
° Retaining the existing charging approach but adding more trade waste sub-categories

The Regulator is seeking comments on introducing more sub-categories to the current
Category 2 (ie customers assessed as discharging trade waste to the sewerage infrastructure
that can be managed through the installation of simple pre-treatment devices).

° TasWater’s proposed charging approach

The Regulator is seeking comments on implementing a fixed and variable charging approach
for trade waste customers.

The Regulator is also seeking comments on using water usage as a proxy for the volume of
trade waste discharged into the sewerage system.
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EXECUTIVE SUMMARY

The Tasmanian Economic Regulator is conducting an inquiry into TasWater’s approach to
trade waste charging.

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.

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.

In recent years and based on the Regulator’s and TasWater’s respective experiences, it is
apparent that there has been a low level of customer engagement on trade waste charging.
For example:

= during the Regulator’s 2022 price investigation, only two submissions were received
relating to trade waste charging; and

= TasWater has advised that it has received only three complaints in the past two years
relating specifically to trade waste charging.

The Regulator considers that the level of engagement on trade waste charging may reflect
that TasWater’s approach to trade waste is now more settled and the measures TasWater has
implemented since 2012 have addressed many of the issues raised in the past. With regards
to the latter, in recent years, TasWater has:

. introduced a zero-interest loan scheme to cover the costs of installation of
pre-treatment equipment;

= offered a discount of 10 per cent on trade waste charges for customers that are fully
compliant; and

= introduced a new trade waste customer category, Category 0, for customers assessed
as discharging trade waste of very low volume or strength equivalent to or less than
that of a standard residential dwelling. These customers do not pay any trade waste
charges.

However, as set out in the Regulator’s 2022 Investigation Final Report, the Regulator requires
further information and analysis before it is satisfied that the current approach to trade waste
charging is appropriate.

On 24 February 2023, the Regulator released an Issues Paper which set out a series of
guestions and invited comments from interested parties. Five submissions, including
TasWater’s submission, raised concerns about trade waste charging. These concerns included
that the current trade waste categories are difficult for customers to understand, trade waste
charges should be more cost reflective, there should be more categories for customers with
lower use and that TasWater is double dipping in applying sewerage and trade waste charges
to some customers.
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Across Australia, methods of charging for trade waste tend to be similar. That is, water and
sewerage utilities, including TasWater, tend to apply a risk-based approach where trade waste
customers are categorised based on the relative risks their activities impose on a utility’s
infrastructure. The key differences between approaches are the number of categories and the
treatment of commercial and industrial customers.

Relevant to this inquiry and the approach to calculating trade waste charges, the statutory
pricing principles require that charges reflect:

= the costs that are reasonably attributable to providing a sewerage service to a property
(noting that a sewerage service includes the collection, storage, treatment, conveyance
or reticulation removal of sewage, which in turn, includes trade waste) (the fixed
charge); and

= the costs that are reasonably attributable to removing sewage (trade waste) from a
property (the variable charge).

The Regulator has applied these principles when assessing the sewerage charging options set
out in this report. That is, the application of the charging approach should result in trade waste
charges that reflect, as much as possible, the costs of providing those services.

After considering the issues raised in submissions in response to the Regulator’s 2022
Investigation Draft Report and the Regulator’s Issues Paper, the statutory pricing principles
and arrangements in other jurisdictions, the Regulator has identified two options:

1. Retain the existing charging approach but add more trade waste sub-categories; and
2. TasWater’s proposed fixed and variable charging approach.
Each of these options are discussed further below.

1. Retain the existing charging approach but add more trade waste sub-categories

Under this option, the existing trade waste charging approach would be retained. That is,
TasWater would continue to use a risk-based approach to trade waste charging.

However, the current application of this 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 trade
waste customer operating a café that is closed over the winter has the same risk rating as a
café in a busy suburban area with a higher daily volume of trade that is unaffected by seasonal
closures.

Under this option, more trade waste categories would be added to help address this issue. In
particular, as approximately 59 per cent of all trade waste customers fall within Category 2A
(predominantly food, restaurant and beverage businesses), it is proposed that this category
be further refined. For example, Unity Water uses a range of criteria to assess a business’ risk
such as trading hours and turnover.

The main advantage of this option is that trade waste customers are familiar with the current
charging approach. The current approach has, by and large, been in place since 2012 and, as
discussed above, TasWater has implemented a range of measures over this period which
appear to have addressed issues raised by customers.
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At present, there is a relatively small number of trade waste categories and potentially
businesses with quite different volumes of trade waste, or different types of trade waste, may
be paying similar or identical charges. By introducing additional trade waste customer
sub-categories, this option has the potential to be more cost reflective. That is, the charges
under this option should more closely align with the costs of providing trade waste services.

The inclusion of more categories may mean that some customers will pay more than they
currently pay while some customers will pay less than they currently pay.

A further disadvantage of this option is that, according to TasWater, trade waste customers
find the method for calculating their risk score difficult to understand. TasWater currently
assigns a risk score to each customer based on its assessment of a range of factors, including
the business activity, trade waste substances, pre-treatment equipment and trade waste
volumes.

2. TasWater’s proposed fixed and variable charging approach

TasWater does not consider the current trade waste categories to be appropriate and has
proposed an alternative approach with the aim of making the charging approach easier for
customers to understand while easing TasWater’s administrative burden. Its proposed
approach accounts for trade waste strength and incorporates fixed and variable components.
To assist with developing its proposed approach, TasWater engaged IMM Consulting.

For commercial customers, TasWater is proposing four general categories:

= high Biochemical Oxygen Demand (BOD) businesses (eg food processing);

= low BOD businesses (eg cafés);
. mechanical businesses (eg mechanics); and
= laundry businesses.

Under TasWater’s proposal, 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. 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. Discharge factors would differ depending on the business activity.
Importantly, the variable charge for customers in each category would be different under
TasWater’s proposal. For example, the variable charge for a customer with a high BOD would
be higher than the variable charge for a customer with a low BOD.

While trade waste charges for industrial customers are not regulated and are outside the
scope of this inquiry, TasWater is also proposing both a fixed and a variable charge for these
customers. The fixed charge would include a one-off application fee and an annual fee based
on the assigned risk category of an industrial trade waste customer. For example, the annual
fee for a high-risk customer would be higher than for a low-risk customer because, in the
former case, TasWater would need to undertake more inspections and conduct more
sampling each year. The variable charge would depend on the type of trade waste discharge
(for example, whether the trade waste discharge was BOD or fats, oil and grease).

TASMANIAN ECONOMIC REGULATOR 9



INQUIRY INTO TASWATER’S APPROACH TO TRADE WASTE CHARGING — DRAFT REPORT

Unlike commercial customers, the volume of trade waste discharged by each industrial trade
waste customer would be estimated based on flow meter data.

The main advantage of this option is that it should be more cost reflective. In principle, trade
waste customers that discharge higher volumes of trade waste and / or substances that have
a higher impact on TasWater’s sewerage infrastructure should pay higher charges to reflect
the relatively higher costs associated with treating their trade waste.

Another advantage of this option is that it 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.

As with the option of retaining the existing charging approach with the addition of more
categories, some customers may pay more than they currently pay while some customers may
pay less than they currently pay.

One disadvantage 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 bill impacts for a trade waste customer may be less if it recycles some of the
water it draws from the reticulated water network (for example, car washes) or if some of the
water is discharged into the stormwater system instead of the sewerage system.

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.

This option satisfies the pricing principles to a greater extent than the first option as a fixed
and variable charging approach reflects that some of TasWater’s sewerage costs are fixed
costs and some of those costs are variable costs.

Other considerations

The Regulator considers that it will be important for TasWater to continue to offer trade waste
customers the opportunity to seek a re-assessment of their bill if they consider it does not
accurately reflect the costs associated with providing the trade waste services they receive.

If following the conclusion of the inquiry and the completion of subsequent analysis of
customer impacts, the Regulator concludes that a charging approach that differs from the
current approach is to be implemented, the Regulator will also assess whether a price
transition may be required for trade waste customers who may face material increases in their
bills due to the implementation of the preferred option.

Draft assessment and next steps

The Regulator considers that both options are, in effect, trying to achieve the same broad
objective - for trade waste charging to be more cost reflective. However, while the Regulator
considers that there may be merit in TasWater’s proposed fixed and variable approach to
trade waste charging, there is currently insufficient information available for the Regulator to
determine whether such an approach is appropriate. In particular, modelling the customer
impacts of the proposed option needs to be undertaken. As trade waste customers also pay
sewerage charges, the Regulator is interested in understanding the overall customer impact
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arising from not only the options set out in this Report but also the options set out in the
Inquiry into Sewerage Charging Draft Report.

Prior to finalising this inquiry, the Regulator intends seeking further information from
TasWater and other stakeholders about the potential impact of both options on trade waste
customers.

Further, as set out in the Draft Price and Service Plan Guideline which was released for public
consultation on 8 December 2023, the Regulator requires TasWater to engage with trade
waste customers during the development of its proposed Price and Service Plan (PSP) for the
next regulatory period.

Once this further information has been obtained, the Regulator will assess whether it is
appropriate to retain the existing charging approach with additional trade waste categories,
adopt TasWater’s proposed fixed and variable charging approach, or introduce a third option
suggested by customers or stakeholders during consultation on this Report or during
TasWater’s consultation as part of the preparation of its proposed PSP. The Regulator will
make a final decision on this issue in May 2026 for the fifth regulatory period commencing on
1 July 2026.

Based on recent advice from TasWater, prior to making this decision, the Regulator also
expects to have the benefit of more detailed cost allocation data once TasWater fully
implements activity-based costing across its business.

TASMANIAN ECONOMIC REGULATOR 11
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1 INTRODUCTION

The Regulator is conducting an inquiry into TasWater’s approach to trade waste charging.

This inquiry has arisen as a result of the most recent price determination investigation, which
was completed in May 2022. The Regulator decided in its 2022 Final Investigation Report to,
among other things, conduct an inquiry into TasWater’s approach to trade waste charging.

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 increases the risks to the community and the environment.
TasWater’s costs of treating and returning treated trade waste to the environment are also
higher than for residential wastewater.

TasWater categorises trade waste customers based on the types and volumes of trade waste
discharged, with customers assessed as discharging trade waste of very low volume or
strength not paying any trade waste charges. However, customers assessed as discharging a
higher volume or strength of trade waste are required to pay trade waste charges. TasWater
also imposes non-compliance charges where the type of trade waste or the volume of trade
waste differs from TasWater’s assessment.

Relevant to this inquiry, and in response to concerns raised by some trade waste customers,
in 2019, TasWater engaged Jacobs Australia (Jacobs) to:

“..assist [it] in reviewing commercial trade waste charges, treatment
requirements, incentive structures, and costs."?

While Jacobs found that TasWater’s approach to trade waste charging was broadly in line with
those of interstate utilities, a key recommendation from Jacobs’ Report was for TasWater to
identify trade waste costs and allocate them as accurately as possible among all trade waste
customers.

The Regulator completed its most recent investigation in relation to the current regulatory
period (1 July 2022 to 30 June 2026) and made a price determination in May 2022.

As set out in the Regulator’s 2022 Investigation Final Report, the Regulator requires further
information and analysis before it is satisfied that the current approach to trade waste
charging sets prices that are sufficiently cost reflective. Therefore, in the Final Report, the
Regulator decided to conduct an inquiry into TasWater’s approaches to trade waste and
(sewerage?) charging.

1 TasWater, Draft Price and Service Plan 1 July 2022 to 30 June 2026, June 2021, page 208.

2 The review of sewerage charging is being dealt with through a separate inquiry.
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On 24 February 2023, the Regulator released an Issues Paper which sought responses from
interested parties on a series of questions.

After reviewing the submissions, it became apparent to the Regulator that the complexity of
trade waste charging was greater than originally anticipated and further work would need to
be done to fully understand the charging options and the impacts any changes to trade waste
charging may have on customers. Given this, the Regulator decided that the review of trade
waste charging should be dealt with as a separate inquiry. The updated timeframes for the
trade waste inquiry can be found here: Approach to sewerage and trade waste charging.

The Regulator’s inquiry did not intend to, and therefore has not, examined the costs TasWater
incurs providing trade waste services. At the time of writing, detailed and current information
with respect to these costs was not available. However, based on the latest advice from
TasWater, it is expected that this information will become available from 1 July 2024 onwards
after TasWater implements activity-based costing across its business.? Further, modelling is
yet to be carried out to estimate customer impacts with respect to alternative trade waste
charging approaches.

The Regulator expects the inquiry’s findings will inform the Regulator’s PSP Guideline for the
fifth regulatory period and TasWater’s proposed trade waste charges for that period.

1.2 Terms of Reference
The Regulator published Terms of Reference for the Inquiry on 21 September 2022.

In July 2023, the inquiry into trade waste charging was separated from the inquiry into
sewerage charging with a revised timeframe due to the unanticipated complexity of trade
waste charging highlighted by the submissions to the Issues Paper.

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 conducted for
TasWater and issues raised in past submissions from stakeholders and customers in
relation to trade waste charging;

3 Activity-based costing is an accounting costing method that traces indirect costs (commonly called “overhead”
costs) to products, services, and customers by identifying resources (for example, in TasWater’s case, salaries,
chemicals and power) and their costs, the consumption of these resources by activities, and the performance
of activities to produce outputs (Institute of Management Accountants, Implementing Activity-based Costing,
2006, page 3).
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= identified and developed options for trade waste charging, including the advantages
and disadvantages of each option and the estimated customer impacts relating to 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) Regulations 2021;* and

= taken into account other matters the Regulator considered relevant.

Additionally, while the services TasWater provides to trade waste customers that produce
higher volumes of trade waste or types of trade waste that have a relatively higher impact on
TasWater’s sewerage infrastructure (Category 3 and 4 trade waste customers) are regulated,
the prices charged for those services have not been regulated since economic regulation
commenced on 1 July 2012.° TasWater’s charging approach for the services provided to these
customers is therefore outside the scope of this inquiry.

The Terms of Reference (incorporating the revised timeframes) are attached, in full, as
Appendix A to this Report.
1.3 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.

Relevant to this inquiry, under Section 3 of the Industry Act:
. “regulated service” includes the provision of a sewerage service;

. “sewerage service” means the collection, storage, treatment, conveyance or
reticulation of sewage; and

= “sewage” includes trade waste.
TasWater’s provision of services relating to trade waste is therefore a regulated service.

Further, the Water and Sewerage Industry (Pricing and Related Matters) Regulations 2021 set
out pricing principles with respect to the setting of fixed and variable charges for regulated
services.

Appendix B discusses the legislative framework and sets out the pricing principles from the
Industry Act and from the Pricing Regulations including the criteria to be met for fixed and
variable charges. Section 2.2 of this Report also discusses the pricing principles in more detail.

4 Section 68 of the Industry Act sets out the pricing principles, including that 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.

5 Under Section 61 of the Industry Act, TasWater can enter into a contract with a customer for the provision of
trade waste services with the price for those services negotiated between the parties.
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1.4 Next Steps

The Regulator invites written submissions from interested parties on the matters discussed in
this Report. Submissions must be received by close of business on 12 April 2024.

In addition, staff from the Regulator’s office also intend to meet with interested parties during
the consultation period.

The Regulator’s Final Report on trade waste charging is expected to be released by
31 May 2024. The Final Report will take into account the feedback received on this
Draft Report.

Any changes to approach to calculating trade waste charging arising out of the inquiry are
expected to be accounted for in the Regulator’s PSP Guideline with respect to TasWater’s
proposed PSP for the fifth regulatory period.
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2 TASWATER'S TRADE WASTE
REVENUE AND COSTS

This chapter examines the aggregate costs TasWater incurs in providing trade waste services,
how those costs are recovered, and the Regulator’s approach to assessing the recovery of
those costs in accordance with legislated pricing principles.

2.1 TasWater's frade waste costs and revenue

This inquiry has not examined the costs TasWater incurs providing trade waste services.
Instead, the focus is on the approach to calculating the charges applied to each customer that
allow TasWater to recover those costs. Should the inquiry result in a change in charging
approach, there may be changes in the amount of revenue TasWater recovers from
commercial and industrial customers individually. This means that some customers may pay
more and some may pay less than they are currently paying.

For 2019-20, TasWater advised the Regulator that approximately $13 million or around
4.1 per cent of TasWater’s revenue was related to the provision of services relating to
collecting, transporting, treating, and discharging trade waste to the environment; $3 million
was collected from commercial trade waste customers (Category 0, 1, and 2 customers), and
$10 million was collected from industrial trade waste customers (Category 3 and 4 customers).

Section 61 of the Industry Act provides that TasWater may enter into customer contracts
directly and that while the services TasWater provides to these Category 3 and 4 customers
are regulated, the prices charged for those services are unregulated.

The section 61 process is intended to apply to large trade waste customers and recognises
that those customers have the ability to negotiate with TasWater. TasWater’s entry into
section 61 contract with category 3 and 4 trade waste customers also recognises that, as the
requirements of these trade waste customers vary significantly, it may be difficult to
accommodate those requirements under the more restrictive terms and conditions contained
within the standard contract customer.

As noted in Section 1.1, in 2019 TasWater engaged Jacobs Australia to review its approaches
to sewerage and commercial trade waste charging. In its 2019 report, Jacobs estimated that
approximately 76 per cent of TasWater’s wastewater costs were fixed costs. That is, these
costs are fixed regardless of the volume of sewage collected, transported, treated and
discharged. The remaining 24 per cent of TasWater’s wastewater costs were estimated to be
variable costs.®

As set out in its submission on the Regulator’s Issues Paper, TasWater is currently
implementing activity-based costing. Once implemented, it is expected that there will be

6 Jacobs, Review of Sewerage and Commercial Trade Waste Charging Approach - Commercial Trade Waste
Charging Pricing Report, October 2019, page 14.
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increased clarity and accuracy in the allocation of the fixed and variable components of
TasWater’s costs.

2.2 Pricing principles

Relevant to this inquiry and the approach to calculating trade waste charges, the pricing
principles set out in the Industry Act and in the Pricing Regulations require that charges reflect,
to the extent that it is commercially and technically reasonable:

= the costs that are reasonably attributable to providing a sewerage service to a property
(noting that a sewerage service includes the collection, storage, treatment, conveyance
or reticulation removal of sewage, which in turn, includes trade waste) (the fixed
charge); and

= the costs that are reasonably attributable to removing sewage (trade waste) from a
property (the variable charge).

That is, the application of the charging approach should result in trade waste charges that
reflect, as much as possible, the costs of providing those services.

In making the preliminary assessment set out in section 6.4 of this report, the Regulator has
applied these principles to its assessment of the trade waste charging options set out in
sections 6.1 and 6.2.

The pricing principles are set out in full in Appendix B of this report.
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3 TASWATER'S 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.

3.1 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 determined 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 1 describes each of these
categories and the number of customers in each category as of February 2024.

7 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 1: Trade waste categories and number of customers in each category

Category Description Number of customers

as of February 2024

0 Customers assessed as discharging trade waste of 455
very low volume or strength equivalent to or less than
that of a standard residential dwelling.

1 Customers assessed as discharging low volume and 762
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 2 657
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 49
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 33
through volume, composition or quality, individually
or combined, poses a high risk to the operation of the
sewerage infrastructure.

TasWater refers to Category O, 1, and 2 customers as commercial trade waste customers®

while it refers to Category 3 and 4 customers as industrial customers.® A break-down of the
number of trade waste customers in each category by end-use code is set out in Table 2.

8 Examples of business activities carried out by commercial trade waste customers includes automotive service
workshops, panel beating/spray painting, hairdressers/beauty salons, nursing homes, hospitals,
restaurants/cafes, supermarket/butchers/bakeries, function halls/sporting clubs, animal washes, machinery
repair workshops, car/plant/machinery/truck washes, laundromats, child care centres, schools and colleges,
pubs/cars/hotels, any business with a commercial kitchen, and medical businesses including dentists and vets.

9 Examples of business activities carried out by industrial trade waste customers includes breweries, dairies,
wineries/distilleries, food and beverage manufacturers, meat processing plants, seafood processors, metal
finishing, refineries, smelters, chemical plants, pharmaceutical manufacturers, large swimming pools,
tanneries, and landfill leachate.
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Table 2: Number of trade waste customers in each Category by end-use code

Categories Al

End-use code Categories
2B 4 Total

Animal Boarding - 7 - - - - - 7
Automotive / Machinery - 17 159 19 18 - - 213
Car Wash - 4 142 19 40 - - 205
Church / Place of Worship 12 2 2 - - - - 16
Education - 32 8 - - - - 40
Educational / Community 75 97 110 4 5 - - 291
Food / Restaurant / Beverage 28 277 1785 85 75 - - 2 250
Hairdresser / Beauty Salon 282 33 - - - - - 315
Industrial - - - - - 49 33 82
Laundromat - 51 7 1 - - - 59
Medical / Dentist / Laboratories 57 170 16 11 12 - - 266
Nursery / Horticulture - - 1 - - - - 1
Supermarket 1 7 80 11 11 - - 110
Swimming pool - 24 1 - - - - 25
Unigue trade waste activity / To be classified - 41 17 10 8 - - 76
Total 455 762 2328 160 169 49 33 3956
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3.2 Charges

As previously discussed, the prices charged by TasWater for services provided to
Category 3 and 4 trade waste customers are unregulated and are therefore outside the scope
of this inquiry.

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 2023-24, the trade waste application fee is $163.43.

Customers in Category 0 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).

3.3 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.
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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

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.

3.4 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
(Appendix C) 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 TasWater’s current 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.

22
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3.5 Risk score calculation examples
Beauty salon without pre-treatment

The total risk score and resultant trade waste category for a beauty salon that consumed
130 kilolitres of water during the previous financial year, with no domestic residence
connected and without the required pre-treatment device having been installed, would be as
set out in Table 4.

Table 4: Risk score for a beauty salon without pre-treatment systems

Criteria Description Risk Score
Business activity (A) Hair Salon 5
Substance of concern (S) Total solids 5
Required Pre-treatment (P) Bottle Trap Not Installed 5
Trade Waste Volume (V) (previous FYR water 5

consumption - DR) x BV x DF
(130-0) x 0.80 x 0.25 = 26kL

Total Risk Score A+S+P+V 20 (Category 1)

For 2023-24, the beauty salon’s trade waste charge would be $631.39, in accordance with
TasWater’s approved charge for Category 1 customers.

Beauty salon with pre-treatment

However, if the same beauty salon installed the required bottle trap, the total risk score and
trade waste category would be as set out in Table 5.

Table 5: Risk score for a beauty salon with pre-treatment systems

Criteria Description Risk Score
Business activity (A) Hair Salon 5
Substance of concern (S) Total solids 5
Required Pre-treatment (P) Bottle Trap Installed 0

Trade Waste Volume (V) 130 x0.80x 0.25 = 26kL 5

Total Risk Score A+S+P+V 15 (Category 0)

In this case, the beauty salon’s trade waste charge would be SO in 2023-24.
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Car wash

The risk score and category for a car wash that consumed 400kL of water in the previous
financial year using a manually operated pressure sprayer, would be as shown in Table 6.

Table 6: Risk score for a car yard

Criteria Description

Business activity (A) Car Wash / Wash bay (wand /
hand)

Substance of concern (S) Total petroleum hydrocarbons

Required Pre-treatment (P) Oil / Water Separator

Trade Waste Volume (V) 400 x 0.80 x 0.80 = 256kL

Total Risk Score A+S+P+V

Risk Score

10

15
18
10

53 (Category 2B)

For 2023-24, the car wash’s trade waste charge would be $1452.38 in accordance with

TasWater’s approved charge for Category 2B trade waste customers.

24
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4

OTHER WATER AND SEWERAGE
UTILITIES" APPROACHES

In its 2019 report, Jacobs identified that 86 per cent of 37 major metropolitan and
non-metropolitan water businesses in Australia and New Zealand with trade waste customers,
including TasWater, apply a risk-based approach where trade waste customers are
categorised based on the risk posed to the water business for the receival and
handling/treatment of the trade waste.’ The report concluded that there is a high level of
consistency between TasWater’s approach to managing commercial and industrial waste
customers with other jurisdictions.**

The table below sets out the approaches to trade waste charging applied by utilities in other
Australian jurisdictions.

Table 7: 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;

= |ocation of the business;

= pusiness’s level of control over trade waste discharge quality
or quantity; 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.™

10

11

12

13

Jacobs, Review of Sewerage and Commercial Trade Waste Charging Approach - Commercial Trade Waste
Charging Pricing Report, October 2019, pages 24-26.

Jacobs, Review of Sewerage and Commercial Trade Waste Charging Approach - Commercial Trade Waste
Charging Pricing Report, October 2019, page 53.

SA Water, Restricted Wastewater Acceptance Framework 2022, October 2022, page 22.
SA Water, Trade Waste Fees and Charges
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Utility Trade waste charging methodology

Barwon Water Three customer categories based on customer business type and
(VIC) 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

= |ikelihood of an incident occurring including risk assessment of
alarms, housekeeping, and management systems in place.

Sydney Water Commercial trade waste customers are levied fixed quarterly permit

(NSW) 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.'’

Icon Water (ACT) Does not currently charge for the discharge of trade waste. Over the
course of the 2023-28 regulatory period, Icon Water will continue its
investigation into liquid trade waste tariffs.

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

4 Barwon Water, Trade Waste Policy Guidelines, June 2023, page 10.

15 Barwon Water, Trade Waste Policy Guidelines, June 2023, pages 20-23.

16 Sydney Water, Commercial Customers Trade Wastewater Fees and Charges for 2023-24, pages 1-4.

17 Sydney Water, Industrial Customers Trade Wastewater Fees and Charges for 2023-24, pages 1-3.

18 |con Water, Tariff Structure and Proposed Prices, June 2022, page 7.
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Utility Trade waste charging methodology

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 (NT) = deemed customers operating a small business of a type which

discharges small quantities of trade waste, the nature of
which is similar to domestic sewerage with volume generally
less than 1 O00kL 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.

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
25kL per day or more than 25kg per day in Biochemical
Oxygen Demand (BOD) and are charged based on quality
charges for suspended solids, BOD, Nitrogen, and Phosphorus.

19

20

21

Water Corporation, Trade Waste Billing and Charges

Power and Water Corporation, Draft Trade Waste Code - Trade Waste Management System 2022, page 16.
Urban Utilities, Trade Waste
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Utility Trade waste charging methodology

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

Customers within the area previously known as City West Water that
discharge less than 4kL / 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.?

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. Urban Utilities and Greater Western Water were the
only selected utilities that apply a variable charge for trade waste.

22 Unity Water, Trade Waste Management Plan, May 2023, page 10.

23 Greater Western Water, Business (Non-residential) Prices and Charges
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S ISSUES RAISED BY CUSTOMERS
AND STAKEHOLDERS

Jacobs Australia obtained feedback on TasWater’s current approach during the consultancy
work it carried out for TasWater during 2019. The Regulator has also received submissions in
relation to TasWater’s current approach to trade waste charging during public consultation
on its 2022 Investigation Draft Report and in response to the Issues Paper the Regulator
released in February 2023.

5.1 Feedback received during Jacobs Australia’s 2019
sewerage charging consultancy

TasWater engaged Jacobs Australia in 2019 to review its commercial trade waste charges,
treatment requirements, incentive structures and costs. Jacobs undertook a review of the
(then) current state of the framework and engaged with commercial trade waste customers
through peak bodies. Jacobs also reviewed trade waste charging frameworks and reforms
nationally.

Jacobs’ review identified that TasWater’s trade waste charging was poorly understood by and
caused inconsistent results for customers. According to the results of Jacobs’ focus group with
four participants and its survey of seven peak bodies which represented commercial trade
waste customers, many of the complaints related to the costs businesses incurred meeting
their trade waste compliance obligations (eg typically by installing pre-treatment devices).

5.2 Submissions on the Regulator’'s 2022 Investigation
Draft Report

Of the nine submissions received in relation to the 2022 Investigation Draft Report, two
submissions raised concerns about the Regulator’s intended approval of TasWater’s proposed
trade waste charging method. The submissions were from:

= Malcolm Eastley; and

. Local Government Association Tasmania.

In his submission, Malcolm Eastley claimed that TasWater was double dipping by charging for
trade waste as there were no separate treatment lines for the waste pumped from grease
traps, and the added cost of trade waste treatment as calculated by TasWater had been simply
added on top of the sewage treatment costs.

The Local Government Association Tasmania recognised the improvements that TasWater had
made for trade waste charges but considered that the structure of the trade waste categories
and the network protection requirements remained inflexible.

Both submissions have been published on the Regulator’s website and the key points raised
in each submission in relation to trade waste charging are summarised in Appendix D.
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5.3 Submissions on the Regulator’s 2023 Issues Paper

Of the seven submissions on the Issues Paper, five submissions raised concerns about trade
waste charging. The submissions were from:

u TasWater;
= Nekon Pty Ltd;

. Central Coast Cricket Club and East Ulverstone Football Club;
. Central Coast Council; and
= Malcolm Eastley.

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.

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.

All submissions have been published on the Regulator’s website and the key points raised in
each submission in relation to trade waste charging are summarised in Appendix D.

5.4 Recent complaints to TasWater

According to the complaints register provided by TasWater on 25 September 2023, there were
ten complaints regarding trade waste issues between 1 July 2021 and 25 September 2023,
with three of the complaints relating specifically to pricing concerns, non-compliance fees and
the 10 per cent discount for customers who comply fully with their trade waste obligations.?*

5.5 Summary

In recent years and based on the Regulator’s and TasWater’s respective experiences, it is
apparent that there has been a low level of customer engagement on trade waste charging.
For example:

= during the 2022 investigation, only two submissions were received relating to trade
waste charging;

= in response to the Sewerage and Trade Waste Charging Issues Paper, five submissions
commented on trade waste charging; and

24 TasWater, Response to information request, 25 September 2023.
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= TasWater has advised that it has received only three complaints in the last two years
relating specifically to trade waste charging.

The Regulator considers that the relatively low level of engagement on trade waste charging
may reflect that TasWater’s approach to trade waste is now more settled and the measures
TasWater has implemented since 2012 have addressed many of the issues raised in the past.
With regards to the latter, in recent years, TasWater has:

. introduced a zero-interest loan scheme to cover the costs of installation of
pre-treatment equipment;

= offered a discount of 10 per cent on trade waste charges for customers that are fully
compliant; and

= introduced a new trade waste customer category - Category 0, for customers that are
assessed as discharging trade waste of very low volume or strength equivalent to or less
than that of a standard residential dwelling. As noted above, these customers do not
pay any trade waste charges.
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6 TRADE WASTE CHARGING
OPTIONS AND DRAFT
ASSESSMENT

Trade waste imposes additional impacts on TasWater’s sewerage system over and above that
imposed by sewage discharged from residential and non-residential properties. The higher
costs 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.

As set out in the pricing principles, the application of the charging approach should result in
charges that reflect, to the extent practicable, the costs of providing those services. The
imposition of trade waste charges per se is therefore consistent with the pricing principles. In
the event that TasWater did not impose any trade waste charges, it is likely that
non-residential sewerage customers would pay more than they currently pay so that the
amount of revenue TasWater recovers remains the same.

The vast majority of water and sewerage utilities in other jurisdictions also impose trade waste
charges. One exception is Icon Water in the ACT, although it is currently reviewing its trade
waste charging arrangements.

TasWater has recently engaged IMM Consulting to assist with the development of a charging
approach for trade waste. This work has focussed on developing simplified categories and
charging parameters that include a volumetric charge.

After considering the findings set out in Jacobs’ 2019 report, the issues raised in submissions
in response to the Regulator’s 2022 Investigation Draft Report and the Regulator’s Issues
Paper, the preliminary proposal from TasWater / IMM Consulting, the statutory pricing
principles and arrangements in other jurisdictions, the Regulator has identified the following
options:

= Retain the existing charging approach but add more trade waste sub-categories; and
= TasWater’s proposed fixed and variable charging approach.

An analysis of each of these options, including their respective advantages and disadvantages,
are discussed below.

6.1 Retain the existing charging approach but add more
trade waste sub-categories

Under this option, the existing trade waste charging approach would be retained. That is,
TasWater would continue to use a risk-based approach to trade waste charging for Category 1,
2A, 2B and 2C trade waste customers.

The current application of this 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
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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 affected by seasonal
closures.

To address this issue, under this option, more trade waste categories would be added. In
particular, as approximately 59 per cent of all trade waste customers fall within Category 2A
(predominantly food, restaurant and beverage businesses), it is proposed that this category
be further refined. For example, Unity Water uses a range of criteria to assess a business’ risk
such as trading hours and turnover.

The main advantage of this option is that trade waste customers are familiar with the current
charging approach. The current approach has, by and large, been in place since 2012 and
TasWater has implemented a range of measures over this period which appear to have
addressed a number of issues raised by customers. For example, TasWater introduced a new
trade waste customer category (Category 0) for customers that are assessed as discharging
trade waste of very low volume or strength equivalent to or less than that of a standard
residential dwelling. These customers do not pay any trade waste charges.

At present, there is a relatively small number of trade waste categories and potentially
businesses with quite different volumes of trade waste, or different types of trade waste, may
be paying similar or identical charges. By introducing additional trade waste customer
sub-categories, this option has the potential to be more cost reflective. That is, the charges
under this option should more closely align with the costs of providing trade waste services.

However, the inclusion of more categories may mean that some customers will pay more than
they currently pay.

A further disadvantage of this option is that trade waste customers find the method for
calculating their risk score difficult to understand. (TasWater currently assigns a risk score to
each customer based on its assessment of a range of factors, including the business activity,
trade waste substances, pre-treatment equipment and trade waste volumes.)

As discussed in Section 6.2 below, TasWater’s proposed fixed and variable charging approach
accounts for some of TasWater’s trade waste costs being variable costs.

6.2 TasWater's proposed fixed and variable charging
approach

TasWater considers that the current trade waste categories could be improved and it has
proposed an alternative approach that should make it easier for customers to understand. Its
preferred approach is to base the categorisation of trade waste on trade waste strength that
could incorporate fixed and variable components. To assist with the development of its
proposed approach, TasWater engaged IMM Consulting.

For commercial customers, TasWater is proposing four general categories as follows:

= high Biochemical Oxygen Demand (BOD) businesses (eg food processing);
= low BOD businesses (eg cafés);
= mechanical businesses (eg mechanics); and
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= laundry businesses.

Under TasWater’s proposal, 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. Discharge factors would differ
depending on end-use codes. Importantly, the variable charge for customers in each category
would be different under TasWater’s proposal. For example, the variable charge for a
customer with a high BOD would be higher than the variable charge for a customer with a low
BOD.

For industrial customers, TasWater is also proposing both a fixed and a variable charge. The
fixed charge would include a one-off application fee and an annual fee based on the assigned
risk category of an industrial trade waste customer. For example, the annual fee for a high-risk
customer would be higher than for a low-risk customer because, in the former case, TasWater
would need to undertake more inspections and sampling events per year. The variable charge
would depend on the type of trade waste discharge (for example, whether the trade waste
discharge was BOD or fats, oil and grease). Unlike commercial customers, the volume of trade
waste discharged by each industrial trade waste customer would be estimated based on flow
meter data.

Appendix E provides further details on TasWater’s proposed fixed and variable charging
approach.

The main advantage of this option is that it should be more cost reflective. In principle, trade
waste customers that discharge higher volumes of trade waste and / or substances that have
a higher impact on TasWater’s sewerage infrastructure should pay higher charges to reflect
the relatively higher costs associated with treating and discharging that trade waste.

Another advantage of this option is that it 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.

As with the option to retain the existing charging approach with the addition of more
categories, some customers may pay more than they currently pay while some customers may
pay less than they currently pay.

Another disadvantage 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 bill impacts for a trade waste customer may be less if it recycles some of the
water it draws from the reticulated water network (for example, car washes) or if some of the
water is discharged into the stormwater system instead of the sewerage system.

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.
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This option satisfies the pricing principles to a greater extent than the option set out in
section 6.1 as a fixed and variable charging approach reflects that some of TasWater’s
sewerage costs are fixed costs and some of those costs are variable costs.

6.3 Ofther considerations

The Regulator considers that it will be important for TasWater to continue to offer trade waste
customers the opportunity to seek a re-assessment of their bill if they consider it does not
accurately reflect the costs associated with providing the trade waste services they receive.

If following the conclusion of the inquiry and the completion of subsequent analysis of
customer impacts, the Regulator concludes that a charging approach that differs from the
current approach is to be implemented, the Regulator will also assess whether a price
transition may be required for trade waste customers who may face material increases in their
bills due to the implementation of the preferred option.

6.4 Draft assessment

After considering the advantages and disadvantages of each option, the Regulator’s draft
assessment of the charging options for trade waste is set out below.

The Regulator considers that both options are, in effect, trying to achieve the same broad
objective - for trade waste charging to be more cost reflective. However, while the Regulator
considers that there may be merit in TasWater’s proposed fixed and variable approach to
trade waste charging, there is currently insufficient information available for the Regulator to
determine whether such an approach is appropriate. In particular, modelling the customer
impacts of the proposed option needs to be undertaken and, for commercial customers,
further analysis on whether water is a reasonable proxy for measuring the volume of trade
waste.

Prior to finalising this inquiry, the Regulator intends seeking further information from
TasWater and other stakeholders about the potential impact of both options on trade waste
customers.

Further, as set out in the Draft Price and Service Plan Guideline which was released for public
consultation on 8 December 2023, the Regulator requires TasWater to engage with trade
waste customers during the development of its proposed PSP for the next regulatory period.

Once this further information has been obtained, the Regulator will assess whether it is
appropriate to retain the existing charging approach with additional trade waste categories,
adopt TasWater’s proposed fixed and variable charging approach, or introduce a third option
suggested by customers or stakeholders during consultation on this Report or during
TasWater’s consultation as part of the preparation of its proposed PSP. The Regulator will
make a final decision on this issue in May 2026 for the fifth regulatory period commencing on
1 July 2026.
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/ OTHER MATTERS AND ISSUES YET
TO BE RESOLVED

7.1 Implementation of activity-based costing

TasWater is in the process of implementing activity-based costing across its business. This is
expected to provide more detailed data on the costs TasWater incurs providing water and
sewerage services including trade waste services. The Regulator anticipates this information
will become available from 1 July 2024 onwards, resulting in more detailed costing
information being available for the 2024-25 financial year.

/.2 Treatment of Category 3 and 4 trade waste customers

As set out in this report, charges for Category 3 and 4 trade waste customers are not currently
regulated and are therefore outside the scope of this inquiry. Nevertheless, TasWater has
proposed that charges for these customers should be regulated because it considers that this
would be fairer; simpler to understand; and provide further customer confidence in trade
waste pricing.

The Regulator requires TasWater to engage with these customers during the development of
its proposed PSP so that more information is available to the Regulator before a final decision
is made on this issue in May 2026.

7.3 Modelling customer impacts

Modelling is yet to be carried out on the customer impacts of alternative trade waste charging
approaches. As trade waste customers also pay sewerage charges, the Regulator is interested
in understanding the overall customer impacts from not only under the options set out in this
Report but also under the options set out in the Inquiry into Sewerage Charging Draft Report.

7.4 Customer education

If there is a change in the approach to trade waste charging for the fifth regulatory period
commencing on 1 July 2026, the Regulator considers that it will be important for TasWater to
explain the approach to customers and to provide ways for customers to contact TasWater
should they have any queries.
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APPENDIX A: TERMS OF REFERENCE

Inquiry into sewerage and trade waste charging
Terms of Reference

The Tasmanian Economic Regulator is conducting an inquiry under Section 12(j) of the Water
and Sewerage Industry Act 2008 into TasWater’s approach to sewerage and trade waste
charging.

Background
Sewerage charging

It is not practical or cost-effective to install, maintain and read sewage meters on each
property that TasWater services. As a result, TasWater currently uses an Equivalent Tenement
(ET) method to calculate sewerage prices for the majority of the properties connected to its
sewerage system (TasWater currently applies a different approach for offices and caravan
parks as explained below).

One ET is the estimate of the potential demand an average residential dwelling, in dry weather
flow conditions, places on TasWater’s sewerage system. ET rates vary according to property
use. For example, if TasWater estimates that a property has the potential to result in the
demand on the system being double that of a single residential dwelling, it will be assessed as
two ETs and the customer will pay double the sewerage charge applying to the residential
dwelling.

For offices and caravan parks, a charge based on the estimated number of kilolitres of
wastewater discharged into TasWater’s infrastructure is applied, based on a pre-determined
percentage of the volume of water used by the customer (referred to as a discharge factor
approach).

In its 2022 Water and Sewerage Price Investigation Final Report, the Regulator decided to
conduct an inquiry into TasWater’s approach to sewerage charging.

Trade waste charging

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
places additional impacts on the sewerage system over and above that imposed by sewage
discharged from residential dwellings. Trade waste increases the risks to the community and
the environment. TasWater’s costs of treating and returning treated trade waste to the
environment are also higher than for residential wastewater.

TasWater categorises trade waste customers based on the types of trade waste and the
volumes discharged. For example, customers assessed as discharging trade waste of very low
volume or strength equivalent to or less than that of a standard residential dwelling are
categorised as “Category 0” trade waste customers and do not pay any trade waste charges.
However, customers assessed as discharging low volume and low impact trade waste which is
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minimal risk to the sewerage infrastructure and can be managed through cleaner production
methods are categorised as “Category 1” trade waste customers and are liable to pay trade
waste charges. TasWater also imposes non-compliance charges where the type of trade waste
or the volume of trade waste differs from the assessment.

In its 2022 Water and Sewerage Price Investigation Final Report, the Regulator decided to
conduct an inquiry into trade waste charges in conjunction with the inquiry into sewerage
charges.

Scope of Inquiry
In conducting the inquiry, the Regulator will:

assess the rationale for TasWater’s current approach to sewerage and trade waste
charging;

review sewerage and trade waste charging approaches applied by utilities in other
Australian jurisdictions;

examine 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 sewerage and trade waste charging;

identify and develop options for sewerage and trade waste charging, including the
advantages and disadvantages of each option and the estimated customer impacts
relating to each option;

assess 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)
Regulations 2021;

assess whether a pricing transition period may be required depending on the preferred
option and the customer impacts of implementing the preferred option; and

take into account any other matters the Regulator considers relevant.

In conducting the inquiry, the Regulator will carry out public consultation and liaise with
TasWater and with customers and stakeholders who have raised concerns in the past in
relation to sewerage and trade waste charging.

Outputs

An Issues Paper explaining TasWater and other water and sewerage utilities’ current approach
to setting sewerage and trade waste charges and seeking written submissions to nine
questions to understand the public’s view on TasWater’s approach to sewerage and trade
waste charging.

A Draft Report setting out the Regulator’s draft findings on the approach to sewerage and
trade waste charging.

A Final Report setting out the Regulator’s findings on the approach to sewerage and trade
waste charging.
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The Regulator expects TasWater to implement any revised sewerage and trade waste charging
arrangements from the start of the fifth regulatory period on 1 July 2026.

Timelines (as revised July 2023)
The proposed timelines for the inquiry are as follows:

Task Target dates (as revised on 11 July 2023)
Regulator releases terms of reference 21 September 2022

Regulator conducts research and liaises with September 2022 - February 2024
TasWater and other state and territory regulators

Regulator releases Draft Report 29 February 2024

Consultation on Draft Report 1 March 2024 - 12 April 2024

Regulator releases Final Report 31 May 2024
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APPENDIX B: REGULATORY
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:

40

a regulated entity is to be given a reasonable opportunity to recover the efficient costs
itincursin:

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 —

2> 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.

TASMANIAN ECONOMIC REGULATOR 41



INQUIRY INTO TASWATER’S APPROACH TO TRADE WASTE CHARGING — DRAFT REPORT

42

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: TASWATER'S TRADE

WASTE DISCHARGE FACTORS

Table C1: TasWater’s Trade Waste Discharge Factors®

Trade . . Base Volume Tra.de Waste

Waste Code Business Activity (%) Discharge

Factor (%)
APO1 Nursing Home/Care Home (Kitchen) 80 30
AMO1 Hospital 80 30
BEO2 Supermarket 80 80
BEO2V Green Grocer 80 70
BEOS Hairdresser/Beauty Salon 80 25
BEO6 Laundromat (Coin Operated) 80 92
BEO7D Dentist 80 95
BEO7MVF Medical (Surgeries, Veterinary, Funerals) 80 10
BEOS Service station forecourt 80 70
BEO8B Panel/Body Repair 80 80
BEOSP Plant/Machinery Hire/Truck Wash 80 80
BEO9 Car wash bay (Pressure sprayer/ hand wash) 80 80

26 TasWater, Trade Waste Customer Category Guideline, Version 3.0, June 2022, page 14
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Trade . o Base Volume Tra.de Waste
Waste Code Business Activity (%) Discharge
Factor (%)
BE10 Car Wash (auto/multi-lane) 80 95
BE11 Animal Boarding 80 25
CFO1 Childcare 80 10
CFO2P Primary School 80 10°
CF02S Secondary School 80 10°
CF03 College Tertiary 80 10
CF04 Correction Centre 80 30
CF05 Church/Place of Worship 80 10
CF06 Community Centre/Hall 80 10
EFO1 Licenced Club 80 50
EF02 Pub/Bar/Hotel 80 35
FMO01 Smallgoods, Butcher 80 70
FMO5 Bakery 80 30
FMOQO7 Beverages Manufacture 80 83
MMO1 Factory / Workshop 80 70
MMO2 Metal Finishing 80 90
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Trade . . Base Volume Tra.de Waste
Waste Code Business Activity (%) Discharge
Factor (%)
MPO1 Restaurant/Café 80 60
MPO2 Take Away/Fast Food 80 75
MPO4 Catering 80 75
SFO1 Sports Stadium (Kitchen) 80 258
SFO6 Bowling Green (Kitchen) 80 25°
SLO1 Laboratories 80 25
SFO7 Swimming pool 80 25°
TWO01 Unique Trade Waste Discharge 80 90
ET100 Generic to be classified 80 95¢

TasWater Trade Waste Discharge Factors are informed by the NSW Liquid Trade Waste
Guidelines 2009 Appendix G Table 1 and TasWater’s PSP3 Customer Category outcomes.

Notes:

a. Apply lowest discharge factor from the list on the basis that these businesses cater for
infrequent functions / events throughout the year rather than the daily service of food to
customers in a retail setting.

b. Apply lowest discharge factor from the list on the basis that most of the water through the
incoming meter would be lost through evaporation and not discharged to the sewer.

c. Apply highest discharge factor until business can be correctly classified.
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APPENDIX D: SUMMARY OF
SUBMISSIONS

Issues Paper

Of the seven submissions lodged in response to the Issues Paper, five submissions related to
trade waste charging. The submissions were from:

u TasWater;
= Nekon Pty Ltd;

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

The key points raised in each submission in relation to trade waste charging are summarised
below.

TasWater

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. Therefore, it considers that the cost to
treat and administer trade waste is higher than for residential sewerage. Therefore, it does
not regard the application of trade waste charges as double dipping.?’

However, TasWater considers that the current trade waste categories are not appropriate
and would prefer a simpler approach that makes it easier for customers to understand. Its
preferred approach is to base the categorisation of trade waste on trade waste strength and
incorporate fixed and variable components. This would be a shift from TasWater’s current
‘risk-based’ approach which accounts for the potential impact on TasWater’s sewerage
system to one that is more cost-reflective.

TasWater also considers that prices for category 3 and 4 trade waste customers should be
regulated. However, it did not provide any details in its submission to support this change and
the terms of reference for the inquiry explicitly exclude these unregulated trade waste
customers.

If there was a change to the current approach to charging for (sewerage and) trade waste
services, TasWater considers that further work would be required to:

e model customer impacts;

27 Based on claims made by some stakeholders. See, for example, the issues raised in Nekon’s and Mr Eastley’s
submissions.
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e determine the level of investment required to change existing processes and systems;
and

e provide a customer education program.
Nekon Pty Ltd

Nekon considered that TasWater was double dipping as it requires trade waste customers to
install expensive systems to treat waste and then charges an on-going amount for this waste
to enter the system based on an assumed load and discharge. It considered that TasWater is
not accurately assessing customers on the usage or loads that they are placing on the system.
Further, it claimed that there are high sewerage dischargers that are not paying their fair
share.

Nekon considered a user pays system is best practice within the industry. Nekon also
considered that the data and administration charges required to move to a standard discharge
factor and discharge assessment for trade waste is already within TasWater’s capabilities.

Central Coast Cricket Club and East Ulverstone Football Club

The Club considered that trade waste volumes are highly variant depending upon the
functionality of the premises and that there needs to be a system that identifies quantities
and types of waste being produced and charges made accordingly. The club suggested that
there should be a lot more categories for customers with lower use.

Central Coast Council

The Council considered that while clubs have been required to put in grease traps, the cost of
being charged for trade waste does not reflect the clubs’ impact on TasWater’s infrastructure
as they would only use their dishwashers for washing up after functions, which occurs
infrequently.

Malcolm Eastley

Mr Eastley considered the compulsory installation of grease traps by Category 2 trade waste
customers had damaged small businesses and must be addressed. He considers that there is
no separate treatment line for the concentrated waste from grease traps because it is pumped
into the same treatment tanks as sewerage. Mr Eastley therefore considered that TasWater is
charging twice for the same waste.

Mr Eastley also considered that issues which affect TasWater costs should be considered as
part of the inquiry.

2022 Investigation Draft Report

Of the nine submissions to the 2022 Investigation Draft Report, the below two submissions
raised concerns about the Regulator’s intended approval of Taswater’s proposed trade waste
charging method. The submissions were from:

. Malcolm Eastley;

. Local Government Association Tasmania;

TASMANIAN ECONOMIC REGULATOR 47



INQUIRY INTO TASWATER’S APPROACH TO TRADE WASTE CHARGING — DRAFT REPORT

The key points raised in each submission in relation to trade waste charging are summarised
below.

Malcolm Eastley

Mr Eastley’s submission stated that by imposing trade waste charges TasWater is double
dipping, because there were no separate treatment lines for the waste pumped from grease
traps, and the added cost of trade waste treatment, as calculated by TasWater, had been
simply added on top of the sewage costs and suggested that TasWater should adopt a
volume-based charge for trade waste.

Local Government Association Tasmania

Local Government Association Tasmania mentioned that local government was very aware
and had advocated for those small businesses that had found it financially or logistically
challenging to meet TasWater’s trade waste requirement. Local Government Association
Tasmania recognises that TasWater has made improvement in how it works with these
customers, including improving its communication and engagement and establishing a loan
scheme, but considers that the structure of the trade waste categories and the network
protection requirements remained too inflexible.
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APPENDIX E: TASWATER'S
PROPOSED TRADE WASTE
CHARGING APPROACH
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TasWater

Supporting Information: TasWater's Proposed Trade
Waste Charging Approach

Context

This supporting information outlines TasWater’s current trade waste charging approach
and the proposed approach for the Price and Service Plan 5 (PSP5) period which
commences 1July 2026. TasWater looks forward to engaging with customers on the
proposed approach during the development of its submission for PSP5.

Background

TasWater, like all water utilities in Australia, provides a means for industrial and
commercial businesses to dispose of liquid trade waste to the sewerage system. The
basis for acceptance of these wastes is outlined in three key documents:

e Water and Sewerage Act (2008). — Section 61 of the Act allows TasWater to
enter into contracts, other than the customer contract, for the provision of water
and sewerage services. This Section allows TasWater to negotiate individual
Common Law contracts for, amongst other things, trade waste discharges.
Section 56ZI (2) includes contracts as a basis for permission to connect.

e Water and Sewerage Industry (General) Regulations 2019 — Part 3 Section 15 sets
out requirements for both TasWater and customers. These requirements are
very broad and relate to ‘permission and acceptance’. Implicit in this is that
TasWater will describe elsewhere how a potential discharger will apply for
permission, and how that permission will be managed.

e TasWater Trade Waste Policy (The Policy) — The Policy statement describes how
TasWater will manage its interactions with trade waste dischargers, in keeping
with the two pieces of legislation. The document is administrative in nature and
explains:

o The principles underpinning TasWater's approach to Trade Waste
management.

o The need for obtaining consent prior to discharging.

o The categorisation of trade waste discharge types.

o The approach to levying charges based on the characterisation of trade
waste being discharged.

Current trade waste charging methodology

Customers are separated into Commercial and Industrial groups according to the type
of trade waste they discharge to sewer.

Commercial trade waste customers are businesses that are currently classified as
Categories O, 1and 2 customers. These commercial trade waste customers discharge
low to medium risk trade waste to sewer and are largely retail food and automotive
businesses. These customers will apply to discharge trade waste and, if approved, are

Supporting Information: TasWater’s Proposed Trade Waste Charging Approach
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given a consent that lists the required onsite treatment and the maintenance
requirements. There are currently 3,874 customers managed through this arrangement
as of February 2024.

Industrial trade waste customers are currently classified as categories 3 and 4
customers and are businesses that discharge high-risk liquid waste to sewer that is high
in volume and/or concentration. Industrial trade waste customers are currently not
regulated by the Tasmanian Economic Regulator (TER) and are managed by developing
tailored requirements for customers, which are captured within individual contracts.
There are currently 82 contracts of this kind.

Tankered waste contractors, also currently not regulated for pricing by the TER, play an
important role in the community by removing liquid wastes from residential,
commercial, temporary (e.g. events or festivals) and industrial premises and disposing
waste at various sewerage treatment plants (STPs) maintained by TasWater.

Table 1 summarises the current trade waste charging categories and the number of
customers in each category.

Table 1: List of current charging categories

Customers As Current Regulatory

g::;egr;trice:Zarging of February Predominately made up of pretes
2024

Regulated

Category O 455 | Hairdresser/Beauty Salon Regulated

Category 1 762 | Food / Restaurant / Beverage Regulated

Category 2A 2,328 | Food/ Restaurant / Beverage Regulated

Category 2B 160 | Food /Restaurant / Beverage Regulated

Category 2C 169 | Food/ Restaurant / Beverage Regulated

Regulated Total 3,874

Unregulated

Category 3 49 | Industrial Unregulated
Category 4 33 | Industrial Unregulated
Unregulated Total 82
Total 3,956
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As part of the TER's inquiry into trade waste charging, TasWater commenced a review of
the entire process of managing trade waste, with external expertise brought in to assist.
As part of the review, TasWater is targeting improvement in the following areas:

1. Cost Reflective Trade Waste Pricing

In preparation for TasWater's PSP5 submission a pricing package will be developed
which focusses on:

a) Costrecovery for administration. Application, Permit, Contract and Inspection
fees will be based on a cost reflective methodology, with prices determined by
the time required to undertake the functions efficiently. Industrial customer
contract fees will be based on a Risk Index which will determine the TasWater
contract management effort and the monitoring required by the discharger.

b) Trade Waste Quality Charges. TasWater will develop a charging framework for
‘treatable’ substances based on a cost reflective methodology for different
classes of sewerage treatment plants (STPs) currently in operation. These
charges are for discharge strength that exceeds standard residential waste.

2. Industrial customer compliance management

Many large trade waste customers currently have discharges which exceed the
regulated standards. In addition, some trade waste customers are not charged at full
published pricing. Continued contract negotiations will focus on driving compliance and
initiating a transition to full charges in preparation for implementation of the new trade
waste pricing to commence at the beginning of the PSP5.

3. All trade waste customers under regulated pricing

Our position remains the same as our response to the issues paper in April 2023.
TasWater considers that, given there is a limited market for treatment of trade waste in
Tasmania, it is appropriate for all categories of Trade Waste Quality Charges to be
regulated by the TER. Regulating category 3 and 4 (i.e. industrial) trade waste customers
will:
e Provide a fairer approach to pricing whereby customers will be charged based on
a transparent and uniform approach across Tasmania.

e Be simpler for customers to understand.

e Reduce the administrative effort for TasWater and customers to assess and
agree on pricing arrangements.

e Provide a common framework for all trade waste customers, given some
business types will move from Commercial to Industrial if their business expands.

The contract arrangements with category 3 and 4 trade waste customers will also have
flexibility for individual customer circumstances and site-specific treatment.
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4. Simplification of trade waste categories

Table 2 outlines the proposed trade waste categories to commence at the beginning of
PSP5. The aim of simplifying and reducing categories is to provide all current and future
trade waste customers with clarity and ease of understanding of customer charges and
requirements.

Table 2: Proposed trade waste categories from 1 July 2026

Proposed Charging Categories

Minor Trade Waste
Trade waste customers that are deemed to comply and do not put any more demand on the

Previously Categor . .
E)) Y gory sewerage system than a normal residential property.
Customers are separated into four general categories with standard prices. Possible
. categories are:
Commercial

. High Biochemical oxygen demand customers (food processing)
. Low Biochemical oxygen demand customers (cafe)

«  Mechanical (grease/oil)

. Laundry

(Previously categories
1, 2a, 2b and 2c¢)

Risk Based Fixed Charge based on number of annual inspections necessary.
Variable trade waste strength charges:
. Biochemical oxygen demand

Indus’trlal . . Suspended solids
(Previously categories .
. Fats, oil, and grease
3 and 4) -
. Nitrogen
. Phosphorus
. Total dissolved salts
Tankered waste Variable (volumetric only) depending on discharge strength type and treatment plant type.

5. Guidance on trade waste charges

TasWater's proposed trade waste charging approach for PSP5 is provided below.
TasWater will consult with customers through this TER inquiry as well as through the
PSP5 community deliberation.

Table 3 highlights the proposed structure of charges for each proposed customer
category. The aim is to provide simplification and clarity of which trade waste charges
apply to different customer types depending on their category allocation.
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Table 3: Proposed trade waste charging types

Potential
Trade Waste

Category
Types

Explanation

Trade waste customers
that are deemed to

Chargi

@

ng Types

TasWater

Minor Trade
comply and do not put
Waste e
(Previous| any more demand on the Normal sewerage charge (E.g. no specific trade waste charges apply)
4 sewerage system than a
Category 0) ) .
normal residential
property.
. All deemed trade waste Fixed Charges Variable
Commercial . . g .

. customers that contribute Fixed + Application Fee (One off) » Discharge factor based
(Previously . . .
categories | more than a residential and * Annual Fee — Assumes 2 upon water consumption

& ! property — Excess variable inspections per year incorporating discharge

2a, 2b and 2c) .

discharge strength *

Fixed Charges Variable
Indus.trial Alllarge high risk trade Fixed « Application Fee (One off) . .Vol.ur:netric based upon
(Previously . . * Annual Fee — Based individual flow meters
. waste customers with high | and . . . . .

categories 3 . . upon assigned risk incorporating discharge

strength discharge variable
and 4) category (Please see strength *

table 4 below)

Tankered Cost recovery - variable (volumetric only) depending on discharge strength
Waste type and treatment plant type.

* All charge discharge strength categories will be charged on a per kL of water consumption less a normal residential
discharge strength consumption.

Industrial — Fixed Charge (Annual Fee)

As mentioned, each customer determined ‘industrial’ will be assessed and placed in a
‘risk category’. Table 4 below outlines the potential risk categories that relate to all
industrial customers.

Table 4: Proposed industrial risk categories.

Risk Category

‘ Inspections Per Year *

Sampling Events Per Year

R1 52 13
R2 26 6
R3 13 4
R4 6 3
R5 4 2
R6 2 1

* Assumes 2 hours per inspection

Industrial — Variable strength charges

Cost reflective charges will vary depending on the:

e Type of STP (l.e. Lagoons, Mechanical and Aerated)

Supporting Information: TasWater’s Proposed Trade Waste Charging Approach
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e Discharge type, volume and strength
e Trade Waste customer category types

Table 5 below outlines an example of the STP types versus the discharge type ‘cost
reflective’ matrix. This is used to outline the cost of treatment of different discharge
types at various STPs located across Tasmania. Irrespective of the location and type of
STP, a ‘blended’ charging approach will still be applied to discharge type and volume.
Pricing figures will subsequently be determined as part of TasWater’s PSP5 submission.

Table 5: STP type vs Discharge Type ‘Cost Reflective’ Matrix Example *

Biochemical Total
1oCnEmIca Suspended Fats, Oil and o8

STP Type Oxygen Solids Greases Nitrogen Phosphorus Dissolved
Demand Salts

Lagoon $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL

Mechanical $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL

Aerated $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL

Blended

cost $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL $TBC / kL

reflective

charges’

Policy Review

Aligned with the proposed trade waste charging approach, TasWater will also review the
current trade waste policy.

Any proposed changes to the policy will be based on the principles within the Australian
Wastewater Quality Management Guidelines (2022) published by the Water Services
Association of Australia. The focus will be to:

e Protect the health and safety of all people working in and around the sewerage
system and treatment facilities.

e Protect receiving environments from harmful substances that may be
contained in treated sewerage.

e Protect the sewerage network and treatment facilities from harmful
substances.

e Assist treatment facilities to become part of the circular economy by
processing sewage to produce recycled water and biosolids of a guaranteed
quality.

e Encourage waste minimisation, cleaner production, and water efficient
practices in the commercial and industrial sectors.

TasWater look forward to receiving customer feedback to develop an appropriate, fit-
for-purpose trade waste charging methodology to include within our PSP5 submission.
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APPENDIX F: GLOSSARY

Term

Meaning in this Draft Report

Biochemical Oxygen Demand
(BOD)

Biochemical Oxygen Demand is the amount of oxygen
microorganisms require to break down organic matter in
water (BOD measures the amount of organic pollution
present in water).

Commercial trade waste
customers

Commercial trade waste customers are businesses that
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:

= anowner 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

= anowner 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.

Economic Regulator

The Tasmanian Economic Regulator as appointed under the
Economic Regulator Act 2009 (referred to as the Regulator
in this Draft Report).

End-use code

A code used for each group of commercial TasWater trade
waste customers with similar business activities.

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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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.

Kilolitre (kI)

A metric unit of volume or capacity equal to 1 000 litres.

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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Total Kjeldahl Nitrogen (TKN)

The sum of ammonia nitrogen and organic nitrogen
compounds found in wastewater systems.

Total Suspended Solids

Solids in water that can be trapped by a filter.

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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