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LEGISLATIVE COUNCIL COMMITTEE SECRETARIAT 
INQUIRY INTO TASWATER OPERATIONS 

4 September 2020 

The Secretary 
Legislative Council Select Committee - TWT 
Legislative Council, Parliament House 
HOBART  TAS  7000 

twt@parliament.tas.gov.au  

SUBMISSION MADE BY THE LATROBE AND KENTISH COUNCILS 

Thank you for providing the opportunity for the Latrobe and Kentish Councils to make a 

submission in respect of the inquiry into the operations of TasWater. 

In respect of the Terms of Reference (ToR), Council wishes to make comment on two 

particular items: 

1. The effect of TasWater’s Dividend Policy on Local Government revenue (ToR 5) 

2. The impairment of asset valuations and the impact on the long-term future operation of 

TasWater (ToR 9 – any other matters incidental thereto). 

ToR 5 – the effect of TasWater’s dividend policy on Local Government revenue 

Comments that have been made that Councils “milk” dividends from TasWater certainly do 

not apply in respect of the Latrobe Council. Prior to the formation of the three regional water 

corporations, approximately 12 years ago, the Latrobe Council received a dividend return 

each year of approximately $850,000 which was inline with the requirement by the 

Government Prices Oversight Commission (GPOC) at the time that Councils should receive 

a 7% return on their equity in water and sewerage. This policy was based on the premise that 

water is a scarce resource and should be priced accordingly. 

The Latrobe Council never received its guaranteed priority dividend for the first five years 

operation of the Cradle Mountain Water Corporation as the Corporation never achieved its 

forecast profit which allowed the priority dividends to be paid.  
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Prior to COVID-19, the Council received a dividend of approximately $380,000 per annum. 

Council received $190,000 per annum in the 2019/20 financial year and is forecast to receive 

a nil payment in the current financial year. Previous estimates forecast that the $380,000 per 

annum dividend will remain fixed for several years. 

On top of the large reduction in dividends, the Latrobe and Kentish Councils have  also paid 

significant water and sewerage charges  each year for the public assets it owns which were 

previously not rated by the Councils (Council Chambers, public toilets, recreation grounds 

etc). 

The Kentish Council received no dividend or return on its assets when it owned water and 

sewerage infrastructure, however instead of borrowing funds to upgrade the water and 

sewerage infrastructure, it undertook these works from its normal capital works funding. This 

led to a high water and sewerage charge at the time of the formation of Cradle Mountain 

Water but with limited debt. 

The Kentish Council received $88,000 in dividends prior to COVID-19 and approximately 

$132,000 for each of the previous three years.  

The examples of the Latrobe and Kentish Councils are used to highlight that each Council in 

Tasmania has been significantly impacted in different ways with the transfer of water and 

sewerage assets to TasWater. It would appear that Councils that complied with National 

Competition Policy at the time and achieved a return on its assets, have been significantly 

disadvantaged with the changes in water and sewerage ownership. 

ToR 9 – any other matters incidental thereto 

The Latrobe and Kentish Councils Owner Representatives have raised for a number of years 

at TasWater Owner Representatives meetings, the potential long-term impacts on TasWater 

operations with the significant impairment of assets since the formation of TasWater. 

The Councils do not believe that their concerns have been adequately addressed when these 

issues have been raised and believes it is an appropriate time for TasWater to provide a 

long-term plan on how it intends to address the significant shortfall between statutory 

depreciation expenses and replacement costs of assets over the next 30-40 year period. 

Water and sewerage assets when owned and operated by local Councils, were depreciated 

on the depreciated replacement cost (DRC). 

TasWater values its assets on its revenue received and has impaired the value of its assets 

by over a billion dollars including a current suggested impairment of $442,000,000 in the 

2019/20 financial year. 

I have attached for the Committee’s consideration, a report on the Valuation of Water 

Resources and Infrastructure Assets issued by the Australian Bureau of Statistics. 



 

Number 4 of the Executive Summary states “we suggest that when the business operation is 

effectively not-for-profit, it is inappropriate to value water supply infrastructure assets on the 

basis of future expected earnings. Water supply earnings will generally not meet the 

substantial cost of putting these assets in place. However, governments continue to operate 

and build water infrastructure assets because of the significant benefits associated with 

providing a reliable, clean and safe water supply for households and businesses. A valuation 

based on depreciated replacement cost gives a better idea of the future expected benefits 

arising from holding these assets (benefits largely related to a well-functioning water supply, 

rather than to expected earnings of the business). It also provides a better idea of the 

exposure of the government/community to catastrophic loss of these assets. Finally, it 

provides a more meaningful notion of return on the community’s investment in these assets.” 

The Councils believe it is appropriate that full public disclosure is made on how TasWater will 

transition to full cost recovery and be able to fund replacement costs of assets in the longer 

term. They acknowledge the potential impact on Council operations if TasWater dividends 

are not payable into the future, however, they do not support a system that will potentially 

burden future generations with increasing debt and major increases in water and sewerage 

changes to rebuild infrastructure in the future that has not been appropriately allowed for in 

current costing systems. 

Yours sincerely, 
 
 
 
 
Gerald Monson 
GENERAL MANAGER 
On behalf of the  
Latrobe and Kentish Councils 
 


	22 Latrobe and Kentish Councils - attachment
	22 Latrobe and Kentish Councils

