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THE LEGISLATIVE COUNCIL SELECT COMMITTEE ON TASWATER OWNERSHIP
MET IN COMMITTEE ROOM 1, PARLIAMENT HOUSE, HOBART, ON THURSDAY,,
14 SEPTEMBER 2017

Mr Miles HAMPTON, CHAIR, Mr MIKE BREWSTER, CHIEF EXECTUVIE OFFICER
Mr DEAN PAGE, GENERAL MANAGER, FINANCE AND COMMERCIAL SERVICE
TASWATER; AND_Mayor DAVID DOWNIE, NORTHERN MIDLANDS COUNCILWERE
CALLED, MADE THE STATUTORY DECLARATION AND WERE EXAMINED

CHAIR (Ms Armitage) - Welcome. Thank you very much famtgng to these public
hearings. All evidence taken at this hearing stquted by parliamentary privilege but | remind
you any comments you make outside the hearing roape afforded such privilege. A copy of
the information for witnesses is available, if yioave not read it or if you are not aware of the
process. The evidence you present is being redadd theHansard version will be published
on the committee website when it becomes available.

By way of introduction, if you would like to sped& your submission, and members will
then can ask questions.

Mr HAMPTON - Thank you, Chair, and members of the upper H@adect committee. |
am pleased in my capacity as chair of TasWateretgilien this opportunity to speak to our
written submission. We look forward to answerimgiyquestions.

Our written submission is lengthy, but for that make no apology. The issues are complex
and in many instances interrelated.

Since its establishment, TasWater has had to balanwhole range of many competing
objectives - in the interests of consumers, keepinges as low as possible while delivering an
acceptable level of service; delivering on the didive construct, avoiding price shocks,
removing cross subsidies and introducing univeiwalpart pricing and the same price for the
same service; satisfying regulators we have ataamprove compliance and are working to that
plan; building a financially sustainable corporatiand delivering economic benefits to the
Tasmanian community; ensuring appropriate key nskgation strategies are in place; and
providing sustainable returns to our owners.

| observe many commentators have sectorial inetast few understand the complexity or
the interests of the other stakeholders. Do waydvhave the balance right? With the benefit of
hindsight, perhaps we could have done things diffiy, but our intent has always been to find a
pathway that delivered to all our stakeholders.

| now turn to some remarks in relation to our sugsion. The proposed state Government
takeover is based on a number of key premises.clé¥a, and our submission demonstrates, that
these premises are false. The Government clainerevim crisis. Our submission outlines a very
different picture. We have a detailed program ofknthat is well advanced. We are making
significant progress and our key regulators hayeatedly endorsed our plan. There is not a
single performance metric, not one, that suggestam in crisis or, as the Government has oft
repeated that Tasmania has a Third World watesangrage infrastructure.
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The Government claims our owners have starved uasif by taking dividends. We contend
on the basis of the current legislative constrilet, promises made by the government of the day,
when the reform happened and on the basis of edpétyween our owner councils, that the
payment of dividends at the level paid is entirgbpropriate. This is supported by the fact the
Government has seen fit to endorse our dividenud, i echoing it for the next seven years in its
dividend plan.

The Government claims it will accelerate our cdptagram, at best, by up to three years. It
is our contention that because there is no cribis, is not necessary. This will likely cost
Tasmania more, will likely result in suboptimal sobns and will leave the corporation with a
much higher and perhaps unsustainable level of debt

The Government claims it will deliver lower pricasd indeed it will in the short term. We,
however, note for the record that the Governmestdoasistently overstated the likely difference
in pricing between its plan and our plan.

Just as significantly we observe the Governmentéasatedly failed to link the lower prices
to either the higher level of debt that will hawvebe funded by future generations of customers or
the use of consolidated funds from the state butigpaly dividends to councils for seven years.
This will, in effect, be funded by all Tasmaniamsreduced essential services or higher state
taxes.

The Government plans to override the role of thenfanian Economic Regulator, the
Environment Protection Authority - EPA - and thep@ement of Health and Human Services -
DHHS - and assume the mantle of pricing and capitadjram arbiter. By any measure this is a
retrograde and risky step.

In most advanced economies water and sewerageestidire fully regulated, independent of
government policy and the exigencies of the pdalitaycle, and for very good reason.

The foundation of the Government's argument isdaseinadequate research, exaggerations
and selective use of data for what one can onlglode are purely political purposes. However,
most offensive of all is that it implies that thegple who work for TasWater have not done their
job. In doing so, they are making the same csiticiof EPA and DHHS, and the various other
regulators who have oversight of TasWater.

| come here prepared to strongly defend those é#negovernment agencies. As you would
expect, they are tough and demanding, and we dalnatys agree, but they bring a reasoned
approach, an approach based on science applied@itimon sense. They have been prepared to
work cooperatively with us for the overall bengfitthe community.

Most especially and fervently | defend the recofdh® men and women who work for
TasWater and the many contractors who support dsiitg an outstanding job in providing water
and sewerage services to the people of Tasmania.

Select committee members, | cannot recall whenemgment anywhere in Australia has
sought so persistently to attack the reputationaedibility of the highly committed work force
in such a deplorable manner.
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Like many in our community, | do not understand whg state Government has embarked
on this strategy. Our submission clearly demotesdrahere is absolutely no justification nor
benefit for Tasmanians from the proposed state fhovent takeover.

We call on this committee and on the Legislativeu@nl in due course to reject the
Government's proposal on the basis it is not soismthased on forced premise and a lack of
necessary due diligence and represents a highalefjresk. It also ignores the success and the
achievements of the current ownership and managestreicture.

Chair, members of the upper House select committeak you again for allowing me to
make some introductory remarks. We would be pbbaseanswer your questions and we are
happy for you to direct questions to Michael, miydeean or David. Please do so.

CHAIR - Thank you. The first questions are from Mr Atroag.

Mr ARMSTRONG - Mike, one of the reasons the state Governmentdigen for the
takeover is that of the 79 level 2 sewage treatrpétts, only two are fully compliant with the
EPA licence. Would you like to comment on that?

Mr BREWSTER - The first thing you have to look at is: what ddemean to be compliant
as a sewage treatment plant? The analogy we nsmd submission is that it is like you have to
get an A+. You have over 400 tests and every érileeon has to pass to be compliant, based on
samples. That is why that statistic doesn't getlusationally. There is a more accurate and better
way to look at the performance of the plants. Tikathy we track volume, so the better measure
is the volume of sewage compliant with its licenéd.the moment, under the EPA's measure, we
are running at 86 per cent - 86 per cent of thkuaft discharged from our 79 level 2 sewage
treatment plants is compliant. That has risen f&ihd per cent over the last two years. Is it
perfect? Is there still a lot of investment neédeflbsolutely. Using that statistic adds nothing,
in my view, to the debate. It is really about twmnpliance of the effluent that is discharged into
the receiving waters.

Mr HAMPTON - There is a completely detailed response at se@id in our submission,
but | would add to that: if we fail one of 416tef a plant that has 52 samples taken in a year,
the plant is deemed non-compliant for the full yealt doesn't matter if that test has no
environmental ramification whatsoever because wefte a range of issues. Some of those tests
have nothing to do with the environment. Thirdpte that at no time in the last two years has the
EPA issued a single environmental infringementasotelating to the operation of our wastewater
treatment plants - not one. Compliance and dan@adgiee environment are not necessarily one
and the same thing.

Mr VALENTINE - So that we can be clear on the matters you tmwemply with, how
many regulators give attention to your facilities®bviously the Department of Primary
Industries, Parks, Water and Environment - DPIPVii dams -

Mr HAMPTON - The Department of Health and Human Services fatewquality; the EPA
for the environment.

Mr BREWSTER - The Tasmania Fire Service for fire services -raptipressures.
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Mr HAMPTON - The Tasmanian Economic Regulator for the ovgraiformance of the
business and determining prices.

Mr BREWSTER - The Ombudsman for complaints management and degoanagement
coming out of the archives department. Then weslthe Tasmanian Audit Office that audits all
of our regulatory and financial accounts. It istgqa lengthy list.

Mr VALENTINE - Are you saying half a dozen?
Mr HAMPTON - Yes.

Mr VALENTINE - When people talk compliance, it is not just @spect that is being
measured, is it? Are you talking about complian€dhe actual infrastructure and how it is
operating as opposed to what it is delivering?

Mr HAMPTON - If we were talking about wastewater treatmenbfgdawe would obviously
be focusing on the compliance relating to our leeeronditions. That is where the statistic
Mr Armstrong raised comes from. It wouldn't suspriyou that one of our high-risk areas is dams
because there could be a loss of life if we had tialwre. Every month we get a regular detailed
reporting on what our risk situation is with damat our risk mitigation strategies are and how
we are monitoring that. In each space there idferent area of compliance. In terms of water
quality, | won't say every day, but on a very regulasis we are taking samples of water. They
go off to a lab and are tested; if there is anghmthose test results that needs to be repattisd,
reported. If there needs to be a discussion ghDHHS about what we are doing about water
guality in a particular service area, we have thatussion.

Mr VALENTINE - Can you give us a potted picture of how you clyngrross those
half-a-dozen organisations you are being measun@d Gan you give us a picture as to whether
you are failing in some areas and not in others?

Mr HAMPTON - If we talk about water quality, for example, tie DHHS. At the end of
2016-17, 99.2 per cent of our customers were reggiwater they could drink from a tap. That
was up from about 94 per cent or something like tive years earlier. By the end of August
2018, we expect that to be 100 per cent.

In relation to wastewater treatment plans, as tomeched on, you could look at the
compliance of the treatment plant or you might ysilrself what the damage to the environment
is. The EPA has not issued a single environmentahgement notice relating to the discharge
from the sewage treatment plant; it's very harc¢daclude that we have been damaging the
environment. Might there have been a dischargegs, Yhere might have been. Might that
discharge not have been compliant? Yes, it mightlbeen. But the impact on the environment
is not only about what we discharge, it's also altlo& receiving environment. Some receiving
environments can receive discharges that are morecompliant without damaging the
environment than other receiving environments.

In relation to dam safety, we report to the DamegaRegulator. They know which dams we
are monitoring on a regular basis and where thexesame identified reasons for concern about
safety.
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Mr BREWSTER - | might just cut back over them. | missed dogthe way: workplace
health and safety, which is effectively anotherutatpr for us. Maybe the simplest way is to
quickly cut over each of them. What I think yodoeking for, Rob, is: what are the measures
around compliance? Are you actually complying st think you're asking.

Mr VALENTINE - | am.

Mr BREWSTER - Because it's in the report, WorkSafe Tasmanguledes our safety
performance. We've had an 81 per cent reductiaruiriost time injury frequency rate over the
period. We've had a lost time injury frequencyerat 3.8, so we are getting down towards best
practice nationally and we have won awards toeffatt.

Mr HAMPTON - Can | touch on safety? When we started oum@yra month would not
go by when we didn't receive a notification of anident that could have led to a serious injury or
a loss of life incident. That was led by the formbair of the former corporations. The number
one priority was to make sure that we had a safekimg@ environment for our people, our
contractors and community members who might be atgobby our operations. We have made
dramatic strides in ensuring safety of our peoglg,contractors and the community.

Mr BREWSTER - | will go on to customer service, which also aswnder the Tasmanian
Economic Regulator. We currently have the higlgeatie of service in the country - to be clear,
the highest grade for comparable utilities - tisauiilities greater than 100 000 customers. We've
never failed to meet our grade of service targdébum years of TasWater. That is a key metric in
our customer service performance. There is a wihaheh of others, but | won't take you through
them because they are not regulatory; they arewarstandards.

The average time to attend sewage spills, breallscankes has dropped from 61 to 53
minutes in terms of customer service. As to ourkiing water compliance, | think Miles covered
almost all of it.

The one other thing that really matters in termslraiking water compliance 8scherichia
coli - E. coli - detections so that is, in effect, a proxy foretvter you are likely to have a boll
water alert and whether you actually have a probtethe water. In the last year we dropped that
from 31 to 9 so that is a measure. It is not flsiut people - yes, 99.4 per cent at the moment can
drink their water - it is about the risk of thereilg an issue with your water and that has clearly
gone forward. Fluoridation has gone up from 91qaert to 97 per cent compliance since our first
year of operation. So from a drinking water pectipe, | would be surprised to hear anything but
that we have actually been driving significant apaand improvement.

In terms of our compliance around sewage and emwviemtal compliance, Rob, that is the
EPA. 1 think you have to look at the whole conteX@ry weather sewage spills are a critical
matter because at the end of the day that is whpadts on the environment, and they have
dropped from 155 to 66 per annum. | have talkeslakhe increase, and in fact this year, the
year just gone, our treated sewage volume commiaas actually lifted again to 86 per cent.

Recycled water compliance has lifted from 69 pemtde 79 per cent. Sewage odour
complaints have dropped from 274 to 134. Our tradste compliance has lifted from 16 per
cent to 99 per cent. The percentage of biosolidseficially reused, which has a big
environmental impact, has lifted from 56 per cen®©9.8 per cent. So from an environmental
perspective, have we done everything we wouldtikkeave done? Are we as good as we would
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love to be? No. Have we made real progress in years? Absolutely. | would argue we
absolutely have.

In dam safety, we have reduced the number of déxmseathe limit of tolerability from 14 to
11. |1 do not have the number in front of me. ihkhthat is correct. The Ombudsman complaints
have come down. In the first year | received gaiteumber of complaints referred directly to the
CEO. Ithink I have had one or two this year. Dlest reference for that is to actually go back to
the Ombudsman's statement to Parliament last yeahich our performance was referred to.

There are some pretty clear examples that we ateg®n with the compliance job. Not
perfect, but | would argue it is certainly all heaglin the right direction.

Mr DOWNIE - | would add that there is one other body TasWiataccountable to and that
is the owners. There are 29 of them and we mebt TasWater twice a year; four reports are
given to TasWater and questions are asked. | bongpur attention to the fact that we have
noticed a general improvement in the facilities Waser is looking after. But we are an
important part of that check also.

Mr ARMSTRONG - As | was saying, some of our submissions have tdicim trade waste
from the small businesses in particular. The adsinstalling the new grease traps et cetera.
Have you any comments to make on that, Miless #imething that has been brought up in our
submissions. They have to put a different systemow and a lot of businesses in a small area
have not the room to do that and it is a big cdghink it is up to $2000 or more. | am not too
sure. In some instances, $40 000 has been quotdd this. They have said there is no way
TasWater will back off and let them use other ofag have been installed on the mainland and
are successful.

Mr HAMPTON - | will let Mike respond to the detail, but | malone quick comment. At
the end of the day all TasWater is doing is conmgywvith legislation. What is the biggest single
contributor to that figure of 77 wastewater treatin@ants not complying? It is trade waste. The
biggest single contributor to non-compliance of wwater treatment plant is trade waste. The
EPA understands that. We understand that andetyisldtion understands that. Mike, to the
detail.

Mr ARMSTRONG - We are talking about, what they are saying;sitliitle bakeries
et cetera.

CHAIR - We are talking about Grease Guardians as well.

Ms RATTRAY - We would like some understanding of why theraasflexibility around
alternatives.

Mr BREWSTER - It is not actually accurate to say there is legibility, because we have
actually approved some Grease Guardians.

CHAIR - Not for my constituents in Launceston, you have not
Mr BREWSTER - Yes, but only under special circumstances. Maib help Tania, a

grease trap is a passive device that basicallyjuoegpthe grease. The whole purpose of that is -
and that is - probably just the simple startingnp@ we have a regulatory obligation not to have
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more than 10 milligrams per litre of fats, oil agikase going out and being discharged from our
plants. No choice. That is one driver.

The other driver for us is we are under pressuer tve number of sewer spills. What do
you think the key driver of sewer spills is? Blagles. What are our key blockage issues? Fats,
oils and grease getting into pipes. You only neetbok down here at Salamanca a couple of
years ago, as a typical example. Unless we can tked out of the system, our plants fail. Our
plants are biological. The fats, oil and greadecafthe performance of those biological plants.
We then risk exceeding our discharge limits andigle ongoing increases or larger spills. They
are the drivers. We are the regulator in this se&e have nowhere to go because, at the end of
the day, we have to meet those compliance requitesneWe are required, as Miles said, to
address this matter.

Then you come to the issue of Grease Guardiansvgrease traps. Grease Guardians, as |
understand them, are more of a skimming deviceey®kim the fat off. The problem is you
have to maintain them, and they are not guarariteedpture all the fats, oils and grease. On the
mainland in the places we have researched, begvafig to match our standards to the mainland
standards, they are usually only used in two cistances: upstream of a passive device, so
being the grease trap itself. We do not requieg, thut in some jurisdictions they are installed
upstream.

The other two places where they are used, we lmageme cases allowed it. There are some
circumstances where, particularly in an existinglitg, it may well be entirely impractical and
virtually impossible to install a grease trap, @odtherefore we say, 'Look, it is not ideal, but we
will allow another form, such as a Grease Guarthago in'.

In effect, this is always a risk-based judgmerftwe allow it everywhere, we run the same
old risk of fats bypassing the system. You carbeguaranteed to capture them. They go into
the plant. We exceed our licence conditions. kdow, and | heard from the EPA director that
they support or would support -

CHAIR - They would support a Grease Guardian. Theynogoroblem with it yesterday.

Mr BREWSTER - Yes, and | know they support them in septic sardnd those sort of
devices where they do not go into a biological @ystthat makes sense. | can get that because
that individual is responsible for that septic tark our case it goes actually into our system.

| would want to be convinced that Wes would notdhos to account for not meeting our
discharge licence limits, because at the end ofiffyethat is what we are held to account for. He
is not the regulator in trade waste; we are. |lavant to be convinced that he is either going to
relax them, the EPA and the Government are goingléx them, which | would not recommend,
but that is a matter for them, or they are goingeiax the requirement on us to minimise the
number of sewage spills. There has to be sciemsapport these sorts of debates. In summary,
we are doing exactly what is being done on the faath

Mr HAMPTON - Mike, how many trade waste premises have weeittsol?
Mr BREWSTER - There were 3500, and | think we have inspected balf of those. From

recollection, we have had 10 formal complaints am process - sorry, less than 10 formal
complaints. We do -
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MsRATTRAY - | must have had the same 10.

Mr BREWSTER - | can only go by the formal complaints we haeeeived. We follow
them up. We even followed up, | might add - anémean confirm this - everyone that has been
listed even though it was not a formal complaiBtieryone, bar one we could not get hold of, we
followed up on the Tasmanian Hospitality AssociaBosubmission. We do not walk away. We
do go back and try to work with people. We alsweha legislative obligation that we can not
walk away from.

If the Government wants to do something differptease tell us what that is because | have
not seen anything different put up. | do not sebange in legislation proposed or a change in the
limits being offered to us, so what is it? | amrethan happy to talk to the EPA director about
Grease Guardians. Yesterday is the first | heérthis. Again, we remain open to discuss this
with the Government, with the EPA, but until somequuts up an alternative solution, quite
frankly, it is all just talk.

Mr ARMSTRONG - The cost of the compliance for the operator dfier12-month period
was raised.

CHAIR - For the four inspections?

Mr ARMSTRONG - For the four inspections et cetera they havdao They say cost of
compliance is driving small businesses to the wialh. you have a comment about that?

Mr BREWSTER - If people raise concerns we will always follow. uThe reality, in terms
of compliance, is that we are not doing anythinffedent to anywhere else in this country. We
recognise that it is not easy for some of the egspremises and is why we go back in. If you
look at some of those, we have helped them finerradttive solutions. It is not always about
grease traps; sometimes it is about the productietihods. Looking at the way they are dealing
with production and producing the waste may welbidva lot of this spend. Although it is
portrayed as us being out there as -

MsRATTRAY - 'Heavy-handed' | think is the phrase being used.

Mr BREWSTER - Heavy-handed, thank you, Tania. The truth ef mmatter, yes, maybe
sometimes our people are overly zealous. Thatdrepjm any organisation, but at a macro level
direction of the business we ensure people go b&¢k.try to find alternatives when people are
struggling. Dean, we have gone back to quite abauth

Mr PAGE - Yes, our trade waste officers are genuinelyngyio help customers find a
satisfactory resolution at the lowest cost possibigde waste pre-treatment and meeting the
regulatory outcomes. The officers are trainedifoedt plumbers and in a lot of cases are able to
provide advice to customers to minimise the coghose installations. It does not get reported
and we get a lot more compliments than criticismd eomplaints lodged about the work of the
team.

When we engage with customers, we make them awlateade waste and compliance
obligations and give them an 18-month period tdalhgre-treatment. We can argue whether
18 months is too long or too short, but | wouldtaely contend it is not heavy-handed.
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Mr GAFFNEY - What are other states' compliance?

Mr PAGE - Most other states have been on this journeystMther states are in a position
where their industrial and commercial customers eoepliant and they are now in the
enforcement regime for customers not maintaining@ance.

Mr GAFFNEY - How long do they give them? You give them 1&thg?
Mr PAGE - Most customers on the mainland undertook thes@ge 10, 15 or 20 years ago.
Mr BREWSTER - We did some research.

Mr HAMPTON - It is 90 days. If an agency in another statentba trade waste customer
non-compliant, they would be given 90 days to comprhey are well down the journey and we
are not. That is often ignored, which is why weegil8 months. We invest a lot of effort in
trying to find a low-cost solution.

Interestingly, more than half of our trade waststamers are fully compliant. Why should
they have a cost disadvantage versus those whmammpliant? That does not mean to say we
should not be focused on trying to keep the codbasas possible and trying to find the right
solutions for a particular customer. At the endited end of the day, are we meant to be the
arbiter of who has a competitive advantage and dd®s not?

MsRATTRAY - Dean touched on an area | would like to purdtigas a significant part of
our submissions because people took the opportumityis forum to bring this matter to us. | sat
in on a couple of meetings where people had rdisedssue. The plumbers do not have a clue
what to do, particularly in small rural and regibaeeas. A local plumber with a small business,
asked to look at a trade waste issue, scratcheshtb@ds and has not a clue what to do. Is the
problem more about not providing the informatiorttie people required to undertake this work?
Is there is a disconnection? | raised that questith the Launceston office last week. | thought
you might have an answer for me by today.

Mr BREWSTER - They have not brought that to me yet so | cansagt but | am happy to
take that on board. Once the quotes come in angetva call or contact from the customers, we
go back and support and work through whether tlasye meally understood the scope. That is the
first | have heard of it, so | am happy to taket thha board. We have given a lot of information
out. Maybe you are right, maybe we have focusediach on the end user, the customers rather
than the contractors, and just assumed the plunhiaems the experience. That is a fair comment
and is something we would take on board in youa,aBean - to look and make sure we have
educated them.

Ms RATTRAY - | can provide a list of businesses that haveedhiconcerns. Considering
you are just starting down the east coast, yougblythave a lot more to come so you will hear a
lot more from me.

Mr FARRELL - There has been a fair bit of politics around wimwle trade waste issue. |
imagine if there is different ownership of TasWatehoever it is going to be, it will still be
bound by the same laws and conditions. There &as b picture painted if the Government took
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it over, this whole issue would be solved straiglap Is there anything you can see a
government takeover would do that the current TasYWannot do in this area?

Mr HAMPTON - Clearly they can change the legislation and dgaillations. If they choose
to change them and make them softer, that couldhri@eaWater incurs higher costs and has to
invest more on replacing pipes that break as dtrasd has to invest more on our wastewater
treatment plants. Who pays for that? Probablyntuens and dads in Tasmania. The whole
premise of this reform is that the user pays folstcrecovery. What does our research say in
relation to a business customer's view of who shgady? The business customer's view is
absolutely clear: those who are providing tradstevéhat impacts upon our system should pay.
There will be some who complain. It may be thathaee not provided appropriate briefings to
those contractors who have to implement it, butiotent here is quite simple - to comply with
the law and to do so at the least possible costitaccustomers. Part of that law is to make sure
there are no cross-subsidies between the seckong @ur services.

Mr BREWSTER - If you reference our price and service plan s@sion, we did quite a bit
of research into what customers think is fair asasonable around trade waste. | cannot find the
page, but 84 per cent supported the current arnaage As | said, | cannot find the exact page; |
am happy to provide it outside the session or radtgrely if you go to the Economic Regulator's
website, you would see it.

CHAIR - Is it the customer base that needs to put greaps in or is the general customer
business? There are people who do not have thewlhs

Mr BREWSTER -That is the general customer business becauseeatriti of the day,
Chair, someone has to pay. If they do not pay,esma else pays so what the customer base is
saying is that at the end of the day, across atarners, 84 per cent of them feel the current
arrangement is fair and reasonable - that thoseggherate the waste should pay.

Mr HAMPTON - It is in section 4.7. A survey went across bussnasd residential and
77 per cent of businesses supported only businggsesgating trade waste should be paying for
that treatment.

MsRATTRAY - Seventy-seven per cent of what number, though?
CHAIR - That is all businesses.

Ms RATTRAY - Of the ones that responded, but how many regmtthd That is the
guestion.

Mr HAMPTON - | do not have the answer to that question.

Mr DOWNIE - The bigger picture is that if trade waste is natdiaed appropriately, you
will end up with what has happened in London relgenthe whole system will just clog up and it
will take some considerable cost and time to fixade waste is a real problem within sewerage
systems.

Mr FARRELL - To follow from that, the cost for the smallersmesses is $1000 or 2000,
we have been told, that they need to spend on bhagauompliant.
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MsRATTRAY - Up to $40 000.

Mr FARRELL - Up to $40 000 to come up to a compliant leuedrger businesses or larger
property owners that have shopping centres andtypatof thing, is that a much bigger cost for
them? Is there more required for larger businessizes to come up to that compliant level?

Mr BREWSTER - It solely comes down to the nature of the busirsesktherefore the risk
by that business with their trade waste, so itlyeedmes down to the volume and intensity or
strength of the trade waste and that drives theuabtbat has to be spent. The other element that
drives it really is the extent to which it is priael to install trade waste devices. In existing
premises it can be difficult and while | hear thrE®0®00 number, | know that particular one we
did go back - and hopefully Dean can provide soreerbackground on that -

MsRATTRAY - We can do that at a later time.

Mr BREWSTER - Yes, and found another solution. So really it facor of the intensity of
the waste, the volume and the nature of the premarsg we go through and work through that
with all of our trade waste customers.

Mr FARRELL - Where you have a business like a mechanicahbssiwhere they have
washdown areas and that type of thing, they woaktirto have a better system. In the past it has
just gone to ground or floated off through varicwains.

Mr BREWSTER - One of our key concerns is automotive trade wastaulse that presents
a significant danger to our workers and to the ubBo are we adamant that there has to be a
solution for automotive trade waste? Absoluteydrocarbons and potential explosive devices
significantly damage the efficacy of our plants.e\do go through and expect that people work
with us. To be frank on that side of things, oa #utomotive side | cannot recall any real issues,
people have been pretty cooperative.

MsRATTRAY - | have one on my list.

Mr HAMPTON - It needs to be understood that when we talk abdositiroad trade waste
area, we are talking about a combination of a #gd industrial customers and a large number of
smaller customers. In many senses the smalleormess run as much of a risk for us as do the
larger customers. | recall, and it was at CraduMain Water, we had not been operating very
long when a major sewer line in Smithton collapsdtl.just simply collapsed overnight. A
significant number of householders were impactethbyfact they did not have a toilet that would
work. Why did it collapse? It collapsed becauszlbcal abattoir had not ever complied with its
discharge requirements.

That is really at the top end. In more recent sroae of our major treatment plants on the
north-west coast was not operating as well as oukhhave been and as a result generating
significant odour issues. One leads to the othieis this interrelatedness and complexity of our
space that results from not complying with the rexjuents placed on them. It is rather curious
there are many policemen who look over us but we leeen turned into being the policemen in
this space.

Mr VALENTINE - This is not put in a way to TasWater being takear; it is in relation to
the trade waste issue. A lot of the smaller bisses, we have been told, find it difficult to be
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able to get the cash to actually do it in a reaBlenéime frame. When dealing with these
customers, do you provide them with options fordiiaug this over a 10-year period in terms of
costs? Is that something you get into or not?

Mr HAMPTON - It is not something that we have got into. Thataosto say we might not
be prepared to explore it, as in other places. eikample, at Lauderdale we helped the residents,
we encouraged them to commit to a sophisticate@isgye treatment plant pipeline process by, in
effect, advancing them the money. | do not belweedo that at the moment, but | think that is
something we would look at.

Mr VALENTINE - They are saying that, for a small business, enrand-dad business - |
think it was Deloraine that was being looked at pay this in two years is unsustainable. They
need to have a longer period of time so perhapgggismmething you might look at.

Mr HAMPTON - We are charged under legislation to avoid priceckboand | see this as
an element of a construct about price shocks.

Mr VALENTINE - That is the only point | wanted to ask.

CHAIR - One last question while you are talking aboutgshocks. | refer to submission
no. 4, from one of my constituents who has a i=salé with having to pay the tariff of $874 while
they put these grease traps in. He was concehagdf they are putting the grease traps in, they
are complying but they are still paying the tradastg levy. There was concern at the double
dipping there. The main concern | have had fromstituents with these issues has been from
very small businesses, takeaways with perhaps &oplp, saying that the minimum they can put
in is a 100-litre facility. They have nowhere tat fit; it is a leased business and they do not own
it. If the owner puts it in, it is going to cost000 or more in some of these areas.

In submission no. 4, the person says he has no akéa has a small bakery, no area
whatsoever to put it, and he needs a Grease Gnaadiapposed to others. The main complaint |
have been getting from people is the lack of fléxypowith some of the officers who have come
around, particularly to these small bakeries andlishusinesses that might be two people or three
people operating them. They are saying there i#emxdbility - 'We are told this is what we have
to do'. If we could go back to them and tell thpseple they can come back to you because there
may be a bit more flexibility.

Mr BREWSTER - Without going into the specifics, fats, oil and @age are not the only
trade waste. Going to your point about double idigpl am happy to go back and review, but |
find it very hard to believe there would be any bleuwdipping. Usually if you have a trade waste
charge, it goes beyond that so there can be d twher chemicals et cetera we have to manage at
our end of the cycle at the sewage treatment plastially if you have a trade waste charge, it is,
'Yes, you have to contain your fats and greasegterdyou get a charge because we have to deal
with the other chemicals, and sometimes biologwalter, that goes down through the sewer that
basically costs more to treat'.

CHAIR - That is understood. It was just concern abautinyg it in, paying for it to be
cleaned four times a years and then paying théf,tamd that was mainly from the small
businesses.

Mr BREWSTER - We will take it on board.
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MsRATTRAY - Is TasWater a member of the Australian Wateoaisgion?

Mr BREWSTER - | am an individual member and we have a numbeindividual
members. Whether we are a formal member as a r@impo. Are we a formal member as a
corporation? | think of WSAA we are, the Water\Bezs Association of Australia.

Ms RATTRAY - You probably have a membership; they were veoynmimentary
yesterday.

It was suggested the establishment of a new entityd cause a period of disruption of up to
four years, including implementation of capital W®mand so on, if TasWater were moved into a
GBE or whatever other form the Government mightosigo Do you have a comment? They
suggested it would put the whole business and giofeack that much.

Mr HAMPTON - | do not know about the judgement of four yearsvas on the board of
the four former corporations and in my infinite daen became chair. | argued for a single
corporation. | went through that change proc&sme of the directors were the same as we went
forward and we all saw it. We lost momentum in fitlener corporations. From the time | stood
up and said this to councils. Having spoken toegoment and opposition and cleared they would
support the move to a single corporation and threadhing it with councils, it was an 18-month
process.

From the time we announced it, we lost momentunthe existing corporations. It took
18 months from the time we announced it until ippened. Mike joined us in May, before
TasWater was created. He had been appointedrdaulievas not available to us. Mike, when
was the last of your senior executives appointed?

Mr BREWSTER - October, | think. The last one came on at tiek & October.

Mr HAMPTON - You lose significant momentum at the executerel and therefore you
lose significant momentum at the planning levelhétfer it is four years, | am not certain. You
lose significant momentum in organisational disiupt The Infrastructure Tasmania report talks
about the development of an entirely new delivelyded, or words to that effect. If they are
going to reinvent the wheel, it might not be foays, but it is going to be a significant loss of
momentum.

MsRATTRAY - Thank you.

Mr FARRELL - On that same issue, | have a question to asidtdhbe restructuring from
four into one. Has the Government indicated to ybether its intention is to transfer members
of the existing board or existing management ihtortew government structure?

Mr HAMPTON - It is clear it is not intending to offer the lhdaa transfer. The board will
stay and their plan is, if they succeed, the curpeard will stay, wind up the existing corporation
and then disappear. It has made provision foctsts of that period, which 1 think is only three
months, if my recollection is correct, to compléte accounts and wind up the corporation.

Regarding management and employees, they have anedemitment that all management
and employees will transfer across on the samestarmd conditions.
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Mr GAFFNEY - | need to take you back to the terms of refezend/e need to look at the
higher level of the discussion as we have limitetet One of the things that came out with the
Government's submission was that if they took grpthey would come up with an accelerated
capital program. They would be looking at thingstsas the Tamar River and Macquarie Point
as high order projects. Was it tempting for yodawk at your project works over your 10-year
plan and try to match what the Government said thiese going to do? How did you handle
that? The Government had a fair crack at TasWaterant to know your response to that, seeing
you are responsible to all the councils and all ¢dbenmunity. Would you try to match the
Government's plan? If not, why not?

Mr HAMPTON - We gave consideration to whether we shoulddrgnatch two aspects of
the Government's plan; one in relation to the psegoacceleration and the other in relation to
pricing. I'm happy to deal with the pricing ong/@du want me to. In relation the acceleration, our
10-year plan was an interrelated plan. First lpfoalr premise is there's not a crisis, so why woul
you rush? Every time you rush, you run the risksatboptimal solutions. You run the risk of
paying too much if you try to compress the levehdtivity.

Equally as much, from the point of view of the ficaal position of the business, allowing the
amount of debt that funded the capital programataig in a steady, measured way as the revenue
of the corporation went up [inaudible]. So, therabt a crisis; we don't need to rush out
tomorrow and spend. Additionally, we planned quergling over a 10-year period that keeps the
organisation in a sustainable financial positiothwsensible metrics. We asked ourselves that
guestion, Mr Gaffney, but we came to the conclusi@t, no, we have a sensible, balanced plan.
There is no need to rush what we are trying to ldomany senses there are risks associated if we
were to try to do it.

Mr GAFFNEY - You mentioned pricing, would you like to comm@nt think that is of
interest.

Mr HAMPTON - The Government has initially flagged that it Wbgap price increases at
between 2.75 per cent and 3.5 per cent. We'reubficorecord. The average over the same
period, | think, Dean, was -

Mr PAGE - It was a little under 4 per cent.

Mr HAMPTON - It was a little under 4 per cent over the saragga of time. We gave
consideration to whether we should consider magcthis and neutralising it. We debated it at
the board table. We said we have a measured plahat revenue requirement is needed. Our
prices are meant to be cost-reflective. In otherds, we are meant to be charging the appropriate
price for the service that's being provided. If were to charge less, we would not be setting
aside enough cash for future asset replacement.

| think even Mayor Downie asked me if we could rhatcem? If the truth be known, we
could have matched them. We decided that it wésa'tight thing to do. In any event, if we had
matched them | suspect they would have come out witlower price and the Tasmanian
community would be further disadvantaged in thegérterm, so what was the point?

Ms RATTRAY - | have a question around the net debt to eqaitip. Can you walk me
through, and this might be one for Dean - in 20%4+#lwas 23 per cent, and in 2015-16, it was
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27 per cent. | don’'t have the next. It was suggeskesterday that your debt spread should be
intergenerational. The future should be paying, smomuch only those paying now. Can you
comment? Can you go further, spread it longerdanchore?

Mr HAMPTON - | might start and Dean will follow up. The Tseser has long held the
view that we have a lazy balance sheet and we @am more debt. We don't look at it in terms of
the level of gearing; we look at it at the risks@sated with servicing the debt, which means:
how many times does your profit cover the inteeegiense? Most major businesses in Australia
hope to cover their interest expense in profit tefioterest by between five and seven times.
We're a utility so we have a safer revenue streWra.established that our target interest coverage
ratio should not exceed two times. That would mimet if interest rates doubled tomorrow on
the same amount of debt we could still pay theréste We are not focused on the debt to equity.
There are utilities in Australia that have 100 pemt debt to equity ratio. Generally they are
private equity-owned businesses that run with mhigfmer debt. We focus on the long-term
financial sustainability of the business. Todatgiast rates are low and they are probably going
to be low for a little bit longer, but are they ggito stay this low? Some of us remember interest
rates of 18 to 20 per cent. We don't take a rldiesly conservative view; we have looked at what
other utilities in the same sector in Australia dbe came up with: you want your profit to be at
least two times your interest expense. Interebting one of the early government documents,
they agreed with that position. Their financialdebhas the interest coverage way below two
times.

| have been constantly hammered by the Treasuaél thave a lazy balance sheet. Yes, we
have a lazy balance sheet, but that's all got toddeed at in the context of the profitability dret
business. If we were a much more profitable bissingou could more safely gear it up. In any
event, the board quite some time ago adopted the that the key metric for debt was not about
the debt to equity ratio. The debt to equity raoald be 100 per cent, providing the profitability
of the business meant you were not putting thenessi at risk. Over our 10-year plan, the
interest coverage ratio declines and hits two raghthe end of that 10-year period. Could we
have done that sooner is perhaps part of your iguést

Given the revenue increases we are talking abaund- remember we have committed to
coming back to CPI, not in the price and servi@ngl3 or 4, but beyond PSP4, they will be CPI
increases. If you are prepared to ramp up th# tadreases, you could take on more debt and
interest. So it is that combination of the prdiitily and the balance sheet and the sustainability
long term with what you're prepared to pass orugiamers. Our owners have consistently given
us an overwhelming message since the reform fagpéned: affordability to Tasmanians is very
important.

Mr DOWNIE - TasWater agreed to increase its debt at the sameedividends were taken
away from the owners. The owners have been bafirethking these dividends out of the
business and we have helped source the extra debt.

Ms RATTRAY - In the operating costs in 2014-15 compared th5206, there was an
increase of $11.2 million and yet the capital exjieme for those years was only $26 million
extra. The revenue increase was around $7 millDaes that mean it is costing more to run the
business? | am interested in how that extrapolatesthe real world of customer service and
provision.
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Mr PAGE - A couple of factors were impacting our operatiogts over the period you have
mentioned and will play out as we go forward. hode particular years there was deliberate
investment in the business and in building our by A lot of that funding went to building
up our ranks of project managers. The former aatmns struggled to deliver $100 million per
annum of the capital program. Around that time were projecting a $120 million to
$130 million per annum capital program on a sustibasis and recognised that we needed to
hire and invest in more program managers and grojanagers to be able to manage that larger
capital works program going forward.

At the same time we also made some investmentgsieras capability in the business. Up
to that stage, we did not have a systemised assefgement system and we have now
implemented an asset management system. We hagl saject resources brought into the
business to enable us to deliver that, and thahignportant investment for the business. That
will give us a real time performance data on owetsto make sure that when we make those
capital investments we make them in the appropmdaees to get maximum benefit for the
investment we are making and the community outcongeare looking to deliver.

Ms RATTRAY - Are you telling me that we have a lot more mé&dhianagement, if you
like, or top end management to deliver these ptsjeds that pretty much -

Mr PAGE - We do have more people. The other element tiserevesting in some of the
backlog of maintenance we inherited as TasWateheWve came to be in 2013, we had quite a
backlog in desludging our lagoons. That is babic@moving the solids or the material that
settles in sewage treatment plant lagoons. WeaHache backlog there. If we do not deal with it
that manifests itself in odour complaints, parigly over the summer period, as that material
settles in the lagoons. So there was a deliberagstment there to address some of the backlog.

Another big maintenance issue, a backlog that weerited, was around digester
maintenance. That is the biological treatment gsechat breaks down the wastewater material
we receive into our plants. Again, failure to main that infrastructure at the appropriate levels
manifests itself in underperformance of the fifduent being released from our plants and again
odour complaints from residents who live near thasets.

Ms RATTRAY - In your view, is that a reasonable increasepearating costs compared to
capital expenditure and compared to increase iemes?

Mr PAGE - | would say the last factor, just to round obbge issues impacting on our
operating cost, is the costs we incur from the papital programs or projects that are delivered.
Recently we delivered two treatment plants on isdsland and our estimate internally is that it
will cost us an additional $1.2 million per annusroperate those plants.

MsRATTRAY - Well worth the money. Thank you.

Mr PAGE - Indeed, but they do come with a cost. We argelg taking treatment plants
that have limited or no treatment and now providulgtreatment to be able to deliver clean and
potable drinking water to those communities. Tiegults in spend on chemicals and, in a lot of
cases, automation, IT costs, and supervisory coatrd data acquisition - SCADA - remote
telemetry and monitoring capability on each of thoapital projects we are delivering. Largely,
our program is skewed towards compliance spendlerdin a lot of cases is resolving problems
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in systems with limited or no treatment being biwugp to full treatment to meet their licence
conditions. That will impact our costs going fordias we deliver our program.

Mr BREWSTER - Just to add a little bit to it, Tania. It wastm@bout middle management.
Project managers are not middle management. Progcagers are there to deliver the projects.
When we ramp up our program it is not necessablyuad whether it is $29 million; it is the
number of projects you have to manage. That isheurone. Every project needs either a part-
time or full-time project manager. So we ramp wp program - most of our projects are very
small - but you actually have to bring people id&iver them. Not middle management because
we dropped about 40 staff, senior managers, atsthg of TasWater. So this was about
supporting the program.

The second key point to note is that we made del@ie decision. One of the benefits for us
of having councils as owners is they are not foduseprofit. We said, 'Right, we can see at that
point in time, two years in, we are probably goiaglo better than anticipated on the bottom line'.
We need to reinvest as much as we can so, in agreenith the board, we made a deliberate
decision to invest as much as we could back iredtisiness and not everything can go to capital.

A lot of our costs when we are building and inciregapability go straight to the bottom
line. Fundamentally from my perspective, thathe tlecision we made because we are always
looking three, four, five years out: how we arengoto deliver the whole thing? What is the
shortage in capability? As Dean said, we cannidhklagoons go on and not be desludged.

We cannot not deal with the digesters. That'pteenise for all of that.

Mr DOWNIE - This is a very important part of why it is impamt to have the ownership of
TasWater kept in local government hands. What Milgs been talking about creates the
opportunity for the political opportunist to use thxtra funds and drag money out of TasWater.

Mr HAMPTON - As a chairman of a board, you never like to heovetand up in front of
your shareholders and say your operating costs ¢iave up.

MsRATTRAY - You did that year.
Mr HAMPTON - | did.
MsRATTRAY - I'm not sure what you are doing this year.

Mr HAMPTON - They'll be up again this year. | have this {geaccounts in front of me.
They'll be up for good reason. Dean and Mike hexglained the reason. It's not that we are
trying to take costs out of the business. Befoas\Water was created, shortly after | became
Chairman, | said, 'This is too costly and Onstrean't working’. We did away with Onstream
and we saved $2.25 million. That was audited aoficned. In the move from the four
corporations to one corporation, | stood up witle twners and said, 'We will save you
$5 million. We won't save it in year one, we v@llve it over the first two years." We had that
audited. We have subsequently saved another $idmmir $5 million, and we have committed to
another $10 million. We will have them auditedeath stage. These are costs that have been
taken out of the business.
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The sad part for me as a chairman is that the lachh& of running it - the improved
technology, the energy costs, the chemical costs all going up, which is why we almost feel as
if we are paddling underwater very hard going nawheNe are very focused on keeping the cost
increases down, but the costs will go up as we hawe compliant plants.

Mr FARRELL - Relating to this, Miles, we are talking about tvenership and Mr Downie
has mentioned a couple of times the council ownershit. In the Government's submission and
in other submissions, they are saying how ludicribus to have 29 owners. | think earlier
Mr Downie said the councils meet twice a year WigsWater. | think it's important to get on the
record how the system works and who makes the idasis Is it any different to any other
shareholder company?

Mr HAMPTON - While I'm Chairman of the board it will be rus a company. The board
is charged with running the organisation. We ctingith our owners. | was very unpopular in
August a year ago when the board, led by me, ded the direction, made a determination that
we had exhausted all other opportunities of gettingnce and would have to inflict some more
pain on our owners and on the management teamar@/inning a business that is long life and
intergenerational; we are absolutely focused oardé#fbility. Have our owners at any time tried
to jump the queue in terms of priority of capitabgram? No. Truth be known, our owners have
never even led the dividend debate. That is adbdacision. | made it very clear in my
statements a year ago that it was a board decisdmhave no say about loan guarantee fees, we
have no say about income tax equivalent paymentshie board determines the actual dividend
component of distributions. The owners would likce I'm a shareholder of half-a-dozen
companies. As a shareholder | don't get to detexrtie dividend. | get to vote against the board
if 1 don't like them; | might not be able to satlet but our owners can sack us if they don't like
us. That is a decision for the board. We areingha company that is providing a service to the
Tasmanian community. We have a legislative consthat we have to comply with and we have
messages from our owners - messages about affbrgalkustainability and enhancing the
Tasmanian economy.

For example, as most people in this room would kninve current Government, before it
came to power, said that it was going to do away Wweadworks charges for two years and it
would make a payment to us. As it happened, tlyenpat to us was about half what we would
miss out on. Before they came to power, we hadestato explore, should we not have
headworks charges, and we did so because our owaerssaid to us, 'Focus on economic
development; it is really important to Tasmanié/e came to the view that we should get rid of
headworks charges. We did away with them completeld we followed on from the
Government and made a commitment.

We are running a long-life business, respondinthéomessages from our owners, but we do
not take direction from our owners.

Mr DOWNIE - The present ownership system is very democrdatiere are 29 councils. If
the 29 councils work as a group, we are very pawdrbdy. If we are dysfunctional or do not
agree, we will not have a lot of impact. We havetaof influence over TasWater because we
have presented a united case. We are also foetim&iaving Miles Hampton, who has engaged
with councils as a body and also individuallyisla very unique situation and it works.

Mr VALENTINE - | have a couple of questions. | will concergrah one that is probably
the most expensive first. That is to do with howauyare working with councils to address
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inappropriate stormwater connections to sewerages)s. In the example of the Davey Street
spine that comes down into Salamanca, during nsgwm events that overflows into the river, |
believe. Clearly it is because there are inappatgistormwater connections from the roofs of
4300 houses on that spine. | do not know how ntdrilgem are inappropriately connected or do
not have a stormwater system to be connected tioesogo into the sewer. Clearly it is going to
be a major project and a major expense to trydp #hose overflows occurring. You have to
discover where those houses are. How are you n@#kith councils to address that problem? If
you do not address that problem, you are still gam have the overflows. It does not matter
whether it is the government or whether it is yiat problem is still going to be there and needs
to be addressed. Do you have a protocol of casintéin ongoing way to address this issue?

Mr HAMPTON - Mike will have more detail, but | will make tweuick comments. | recall
not long after the reform first happened, we wearimg issues in Salamanca where stormwater
from Battery Point was coming straight into the sewlt was a priority issue and it was dealt
with as a priority issue. How was it dealt withi?was impossible to try to sort it out. A major
storage reservoir underground, under Salamandthelie and designed to help make sure we can
handle the flows.

In Burnie, there is a modern wastewater treatmdsaitp The older parts of Burnie had
exactly that issue, where there are illegal - dagal - connections. It was not an issue untilhLio
Nathan wanted to relocate its milk processing @& in the state to Burnie and our system was
not going to be able to cope. We talked with thaniBe City Council and they accessed
$4 million-worth of federal money to run a program remove those illegal discharges of
stormwater into the sewer. Lion Nathan spent $aniand we spent $4 million. We found a
solution that worked.

Mike might correct me, but | do not think we havecmprehensive plan. It is about dealing
with priority issues as and when they occur. Imeoparts of Tasmania it will never be a
problem. In some parts of Tasmania it is a probdech in some parts of Tasmania it will become
a problem. It is about prioritisation. Some wosé&y that if you throw more money at it, you can
deal with more priorities faster. The reality &t you may be able to, but | am not certain you
would get an optimal outcome. Mike, do you have more information on that?

Mr BREWSTER - Miles' point is absolutely on the money aboubiity jobs. We tend to
tackle it on the basis of where the most envirortalestamage is. That traces back to having to
model all of our systems. As you know we have $g&@erage networks. We have done a
criticality analysis in the last year-and-a-halfadf our pump stations, all our networks, and we
model them. From there you can determine two gingou can determine when a spill occurs
and how critical it is because spills are oftervelni by stormwater. When it rains heavily
stormwater goes in, pump stations can't cope; rih@yten not designed even for one-in-five-year
rainfall events. When we've done the modelling,geeout - and that's what we're doing at the
moment - and we liaise with the council. St Helena classic example of where we've done that
-we go out and do smoke- and dye-testing, whicbaisically trying to source wherever the
infiltration is, and then we work with the countolremove the infiltration.

The other part we're doing: often it's not thdowf that is the problem. If it rains very
heavily, the groundwater table starts to riseth# pipes are not in great condition, water starts
rushing in. Again, | come back to what Miles samhat we're doing is saying, 'What are the
highest priorities there? The sensitive receivirgtens'. That's where the oyster growers are,
that's where the beaches are, that's where drinkaigr catchments are - so we concentrate on
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modelling them first. We do the criticality anak/sind then we go to the councils and say, 'Okay,
here's the issue. Either it's a groundwater rafilbn issue and it's not your problem, it's ows’,
'No, it's actually an inflow issue and we need trkvwith you on finding where this water is
coming in'. Sometimes it's not even sensible ptae the pipes. Sometimes we can cope with
the extra water. That's how we tackle it.

Mr VALENTINE - When this reservoir gets filled up down in Sadaura, what happens
then? After the storm event do you treat thatdaes that get released? What happens at that
point?

Mr BREWSTER - | can't tell you, Rob, in that specific examphait what | can say is
generally stormwater ends up being treated. Laionds an example of where, when it gets to
an excessive amount, it does actually bypass thet.pll have to say, the more water you run
through the plant, the less effective the treatneegbing to be.

Mr VALENTINE - The only other question is with regard to thaneept of dividend
payments. You mentioned when you first startedayothe Government's initial ideas on
dividends at the beginning of this whole developim&ia water authority. Was the authority
expected to make a profit to deliver back to theews? Is that what you were saying?

Mr HAMPTON - It's quite clear in the legislation that prowidi sustainable returns to
owners is one of the legislated objectives. HIg quite clear in the legislation that it is edioa
all of the other objectives - that is, the provsf water and sewerage services. It didn't rdnk a
the bottom or the top; it was equal.

Mr VALENTINE - Is that driven by National Competition Policy?
Mr HAMPTON - That's in legislation. | don't know.
MsRATTRAY - It was driven by the councils at the time thgidkation was put together.

Mr HAMPTON - Was it driven by the councils or was it drivepthe government of the
day trying to induce the councils? At that timedsury assessed which councils were making
profits out of water and sewerage. It identifiedttabout 17 or 18 of the councils were making
money and they were making a total of $24 millidfor the first five years of the reform there
was a thing called a ‘priority distribution' andeetively the government and the parliament of the
day, which endorsed the priority distributions,dsdkor the first five years, each year the first
$24 million of distributions will be paid to theseuncils. At the end of five years all councils
will share, and only if we distributed more than4$gillion would the other councils get
anything'. It was a bit more complex than thatduse you were dealing with three corporations
at the time, but it actually translated into thestfiyear of TasWater. That is where that
$24 million came in.

In the south, | think we came pretty close to pgyout the profit, reaching that priority
distribution. On the north-west coast we got nowheear it, because they were not making any
money. | cannot remember the north position kautspect that we came pretty close to paying it
out.

When we moved from four corporations to one andpvaenised our owners the $5 million
and | can take some responsibility here, we alsesftadowed to our owners that the distributions
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would go from $24 million to $29 million. If youkie, the Government induced the first stage of
the reform by promising $24 million; we induced,ldook responsibility, that it would go from
$24 million to $29 million in the single corporation the basis we would save the money.

| forgot, as Mike subsequently pointed out to ntgttthe Economic Regulator took that
$5 million away from us. He expects to reduce charges to our customers as we reduced our
costs; | didn't see that coming. All that led e 529 million. The whole legislative construct
was that our owners would see a return.

Mr VALENTINE - If this is taken over by state Government andspsead across the
taxpayer base, do you see a fairness and equig fes the current shareholders not seeing a
return on their investment?

Mr HAMPTON - The shareholders transferred over $2 billionttvoof assets and the
current Government is proposing to guarantee a paymf $140 million. What owners might
receive beyond that is hypothetical. The staterreB0 per cent of the profits, but if the debt is
so high there are no profits, there will be notartpayments to councils.

Do | consider that the payment is fair? You halldoaked at the list of people who are
directors. We wouldn't have made a payment if mught we shouldn't have been making a
payment. This is regardless of the legislativestautt, other than we had to pay the income tax
equivalents and we had to pay the loan guarangeepdgments. We had no choice.

As | said earlier, we had a choice in the dividenchponent. What sort of return have our
owners been receiving by way of dividend in respétheir $2 billion-worth of assets transfer?

Mr VALENTINE - It is 6 per cent, isn't it?

Mr HAMPTON - Yes, a very low return. It is the principlejgtthe discipline, of making a
profit and providing a return to the owners, whittey then presumably spend on valued
community services.

Mr DOWNIE - This water reform was brought in to existencéwostate Government could
access money from the water initiative coming ofitGanberra. The water reform was
implemented and councils were promised there wbal@n injection of federal funding into the
sector every year.

That money has never been delivered. It has beed for irrigation development in the
State of Tasmania. The cost of water and sewdraggone up for the communities in Tasmania,
to subsidise irrigation schemes developed throaegkrial funding.

In the Ross and Campbell Town area, where we weeead the leaders of lobbying for
irrigation development in Tasmania, we have fullynded or privately funded over
100 000 megalitres of water. It has been develdyyeithe private sector without any government
money and we are proud of that.

CHAIR - Something that hasn't been raised here butdes faised with several members in
the north is tendering. It has been brought tthas a lot of the companies awarded the projects
are mainland companies that may be said to havee Saaamanian base. They might have an
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office here, but they often bring in fly-in, fly-bworkers and the local workers on the ground end
up doing the work.

They say they have stopped tendering now, but sorastthey will win a job from a
mainland company. They company might be seente hdot of workers but they don't do these
little pump stations so they will bring in theircla guys. Now the local guys are asking 'Why
aren't we getting the job in the first place? Wyt going to some mainland company that will
employ them anyway but take the cream off the tofyPle local guys are saying they aren't
winning the tenders and that it is not happeningliem. It is almost seen that the mainland guys
must be better even though they are employingaksng extra money and costing TasWater
more money.

Mr BREWSTER - It is important to say the smaller jobs gengralb go to Tasmanians,
most of the small pump stations. | are happy twiple the evidence for that. | think at the
moment about 60 to 70 per cent are Tasmania-basaddsses.

The bigger jobs are more challenging. One of kinegs we have been doing is building the
capacity of local guys to manage the bigger jobisat has always been a challenge.

| will give you some evidence of that in a minute.

Some of what you say is true because sometimes ydheweigh up all the bids at the end of
the day, you have to take the people you can hawmdidence are going to deliver for our
customers. We look at what is happening locallg haw we build local capability. The most
recent is Stornaway, which has just been awardech&ract for five water treatment plants, the
design and construction of those water treatmeantpl for our latest program. That is an
example. We gave them a job two years ago to lwiddwater treatment plans. We have been
working with them, we support them and we wantee their growth. You have to give the guys
locally the chance to build their skills. Sometsrhat means subcontracting, getting a track
record and then getting themselves the capabititydliver on the bigger projects. If you
accelerate the program, you run the risk of dolregreverse of that.

We have a focus on trying to increase capabillfyyou go through the small projects, very
few small projects would be undertaken by mainleadtractors because their overheads would
kill them. It is mostly the bigger projects. WiIget a lot of the local contractors winning the
bigger projects. Once you are getting up to $50anito $100 million, at this stage it tends to
still be the bigger boys.

CHAIR - My understanding is the smaller guys are gettimg jobs but they are being
subcontracted from the big contractors. The otlmenplaint was that decision-making takes a
long time from TasWater. Sometimes a tender wallig and it might be 12 months before a
decision is made. One of the examples given wadpBrt, where 14 kilometres of pipe was
purchased and is still sitting there two yearsrlate

Mr BREWSTER - | will take the Bridport one specifically on nogéi. Can | go back and
correct something? Just to be clear, what | wgismigaarlier is that sometimes the subcontractors
are subcontracted and they develop the opportuhigy come back and bid and win successfully.

CHAIR - You try to use Tasmanian firms where you can?
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Mr BREWSTER - We do. | am happy to supply the committee with humbers. We
report every month to our board. We keep an eythisrand report every month on the numbers
of Tasmanian businesses that are winning work.

CHAIR - If we could get that, it would be very useful.
Mr BREWSTER - | will get Dean to send it through.

At times we have taken too long to award tenders I months would be out of the
ordinary. There is usually a reason. The boarditas how long it takes for tenders to get out.
If it takes longer than 90 days, it is reportedrgwvaonth and goes to the board.

Coming back to the tender period, sometimes thbseys happen and they make us
unpopular. The reality is you start a project, de toncept design and feasibility, then you get
into the planning and then you start to get yondégs back, and the tenders come in significantly
higher. That happens. Another example is thatwyoal start your project - and | think Gretna
and Glenora are classic examples of this - yodcesed on three plants, addressing three towns.
Then partway through suddenly we find for good oeabere is a different approach to regulation
and we now have five temporary boil water alertdhi@ same vicinity. Do we just march on
ahead and therefore significantly increase theallveosts of that project or do we stand back and
say, 'I'm terribly sorry, but the tenders are &elf we march on ahead without going back and
looking at whether we could deal with those otlwwrts, we run the risk of spending a lot of
money the customers will have to pay for. In sarages as CEO | have said, 'Stop this project.
Go back and find me a solution that fits within thedget and let the contractors know' or 'Stop
the project - | now see a broader picture becaasgeting has changed and | want the scope
re-evaluated'. We do go back and talk to the eotdrs. Are we perfect? No, but there is logic.

CHAIR - We appreciate that advice because we get coestg coming to us.
MsRATTRAY - Are we allowed any more questions?

CHAIR - We may need TasWater to come back becausentpertant to cover them all
well.

Mr HAMPTON - We would be happy to come back again. | wouldi@aarly like to have
the opportunity to come back and proffer a way fmdv

CHAIR - That would be very good. Thank you all very iméi@r your time this morning and
we look forward to seeing you here again.

THE WITNESSESWITHDREW.
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Mr MICHAEL BAILEY, CHIEF EXECUTIVE OFFICER ANDMs SUSAN PARR, CHAIR,
TASMANIAN CHAMBER OF COMMERCE AND INDUSTRY WERE CALED BY
TELEPHONE, MADE THE STATUTORY DECLARATION AND WEREXAMINED.

CHAIR (Ms Armitage) - Good morning. All evidence takanthis hearing is protected by
parliamentary privilege, but | need to remind ybattany comments you make outside of the
hearing may not be afforded such privilege. A copyhe information for witnesses is available
if you have not read it or if you are not awarethed process. The evidence you present is being
recorded and thelansard version will be published on the committee websiteen it becomes
available.

If you could please speak to your submission &ret members will then address questions to
you.

Mr BAILEY - Thank you for the opportunity for us to preseWe're sorry we can't be there
in person. You have a copy of our submissionhirilkt it is also fair to point out the Tasmanian
Chamber of Commerce and Industry - TCCI - has @ geod relationship with TasWater. We've
had a number of events with TasWater over theféagtyears aimed at lifting the understanding
of TasWater and its performance strategy amongbti@ness community around Tasmania.
They have been very fruitful. We've never had seguest to meet with TasWater declined and
our discussions with them have always been realheficial.

Where our position is on the ownership of TasWadalking about what this entity could
be. We believe the current ownership model makegficult for the entity to act strategically
from a statewide perspective. You see that playimwsome of the examples | gave in the
submission and | won't go over that again. Theeara/ican at times find it difficult to see beyond
their own municipality.

What we would love to have investigated are theodpipities a different ownership model
could bring to TasWater, particularly around thevgh of capacity and secure demand from
Tasmanian businesses. One of the difficult thiwgh the ownership model of shareholders is
that the focus of the board has to be on a retorthdse shareholders rather than with the
ownership model as one with Tasmania in minds # different view and a different strategy can
flow from that.

Where we see the benefit is the capacity of Tasamabusinesses to undertake more of the
work TasWater has planned. With over $700 milleorth of work planned over the next year.
We would like to see the model that would buildiskand capacity amongst Tasmanian people
and businesses. We don't believe the current @kipemodel makes that possible.

We also think a new entity could be developed thaks at best practice for GBEs and
[inaudible] councils [inaudible] in terms of engagent, for example, is a really clever model.
What other models are there around Australia fimilar entities, and what might they look like.
Rather than simply moving this entity to state owsh& we believe the opportunity is to build
something better, much better and much more reactiv

We would love to support the Government's discussibout fast-tracking the work on
TasWater's books. We also should say, too, thahawe not had anyone complaining about
TasWater's strategy, simply the timing of thattsgg. The advice we received from many of our
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members in respect to that is that if we are totfask the work you need to be careful. You can
create a boom-and-bust cycle in Tasmania.

Another benefit of a change in ownership is thdboking from a state perspective you could
then line up the infrastructure work currently urvdgy in Tasmania, our highway works and so
forth. We need to develop the water strategies twe next few decades to ensure we do not
have a boom and bust cycle in the sector. We meduk strategic about the timing of those
projects.

Some projects have to be done urgently and we staohet that. Perhaps there is a way
others could be engaged in a way to include Tasmabusinesses to undertake that work in a
way that enables them to have ongoing work and taiaithe workforce ongoing. What we don't
want is boom and bust again in this sector in TasaaSusan, have | missed anything in that
preamble?

Ms PARR - | think culture, Michael, and the opportunityatta new ownership model might
present in strategic thinking.

Mr BAILEY - That is a very good point. As | mentioned in fubmission, the negativity
we have heard from members around the state has deemes, about the approach of officers
on the ground to businesses. There is a feeliagiths an attitudinal approach rather than an
entrepreneurial approach. We have put that to Bask)which has at least taken that on board
and tried to modify things in the field. We bekevthat fundamentally the structure of the
ownership in turn doesn't allow for a real entrepreial approach. As much as we love our local
government sector - and there are some fantastad gpvernment areas - but for the new love
affair, they are really not known for their entrepeurial incentives. It is a new structure, adett
structure, one that is clearly devised would be mmore responsive on the ground, much more
entrepreneurial and much more supportive. Equaligi should a discussion about looking
forward rather than creating something for the sakereating something.

Mr FARRELL - | would like to pick up on the points you madstjthen and also in your
submission, saying how you have had feedback tvaesof the people of the ground are very
hard to deal with. How do you think a governmexitebver will fix this? You quite often hear
the same sort of criticism aimed at governmentriassies within State Growth and infrastructure
and all over, with people saying they are harddal avith. It's the same sort of argument. | am
interested to hear your thoughts on how that sgoatould be improved by the Government
taking it over.

Mr BAILEY - Thank you for that question. | think that'sta¢ tore of the thought about the
change of ownership. | agree with you, just crepinother GBE without thought in this space is
reasonably pointless. What we need to be consglési how do the best GBEs behave, how do
their officers behave on the ground and how dohea recreate that? In my understanding, from
talking to those in the sector, Tasmanian Irrigati®s a great example of a GBE that is very
proactive and very entrepreneurial. It is stillanke to follow processes and various other
regulations - that goes without saying - but itprapch is very different. | don't believe the
current model allows that to happen. | think thdtat we see here is the nature of the
bureaucracy taking place on the ground. What welrie be thinking about is how this entity
could be, rather than how it is currently. | agvaéh you, | don't think creating a GBE is the
answer. There needs to be more strategic tholghit avhat GBEs should look like and what the
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culture should be. We would look at best pracdoeund the nation as to what we should be
doing.

Mr FARRELL - Do you have any direct dealings with Tasmaniaigdtion or is that just
feedback you've had to your office?

Mr BAILEY - Both. We have dealing with Tasmanian Irrigateord we also hear regularly
from members. Obviously nothing is ever perfedtthay are a good example of something that's
working well on the ground, from what we hear. bore there are better examples around the
nation and you may well be across them better tham. The opportunity here is to do
something similar with the [inaudible] that we have

Mr FARRELL - | agree with your comments about fast tracki@pmetimes that can lead
to mistakes. We had examples of that from TasWaiikr projects they do that they sometimes
hold back on and change course to make sure they gght. Do you believe the takeover by
government is happening at a pace that may causes elong the way? | take on board your
comments about doing it properly.

Mr BAILEY - I'm not sure | can answer that. From my perspecthis seems to be quite a
long drawn-out discussion in the community rathHsant something that is being actioned. |
certainly don't believe you can get that overarglstrategy looking at all of the infrastructure
spent across Tasmania with the current ownershifg nature of the beast, quite clearly, is broad.
TasWater needs to be responsible to its ownergmrdtfan be thinking more broadly about the
state. In my mind, one entity run in a way it diak into part of the overall strategic thinking of
infrastructure around Tasmania will only happerth®/ownership model changing.

Mr FARRELL - Going on from that- and | take on your conceri®ut parochial
interference coming into play - do you think wittetGovernment taking it over and, for example,
it is under the control of the Treasurer and digogxample, the Treasurer may be a member for
Bass and a city in that electorate may have a stater issue. Do you think there is any conflict
there of having it within a political system andsimg a model proposed which is not a pure GBE
as such, it does hand considerable to one positiomyou that then would create a similar sort of
issue?

Mr BAILEY - I don't. | believe the politicians are doing thest they can do for Tasmania.
The difference is that local governments need tdobasing on the best they could do for their
local constituents. That is their mandate. If dugasurer was to do such a thing, | am sure that
he would suffer in the polls and certainly othertpaf Tasmania would be ropeable.

The Tamar ownership situation insures that parth@fownership model focuses on its own
region, and they should. The local governmentsilshbe absolutely passionate and focused on
the Tamar municipality. | understand completelgttthey shouldn't have to look beyond that.
For a state entity, that is incredibly problematicdon't see how that can work.

Mr FARRELL - We have just had TasWater representatives intaey said the whole
reason for having their board structure was to ramite local government sector from that
decision-making process, and that decisions wergenoaitside local government areas by the
board. That is the reason for the question.
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Mr BAILEY - Craig, you are right, the board's role is tahiat but at the end of the day one
of its roles is also be responsive to the paymeiitseir focus is meant to be responsive to their
own constituents, which they are doing.

| think the board is doing a good job in the siimtthat they are in but | would be very
surprised if, under a different ownership modedt throuldn't change.

Mr VALENTINE - You made a statement that fast-tracking canteraaboom-and-bust
cycle, Michael. I notice in the Government's sutsian they are arguing that there is so much
work to be done that bringing contractors from thainland to cope with that work can
strengthen the sector to cope with future work. ypo have a comment on that statement?

Mr BAILEY - My belief, and certainly the belief of the TCldard, is that we need to do
everything we can to grow the capacity in thosdlsskn Tasmania. | believe fast-tracking
things - and that is what we are looking at stiigtdly right across the state - needs to have more
consideration.

This is so unsuited [inaudible] to drive thingsviard and to get everything done in one go
[inaudible], you would have to bring in mainlandnt@ctors to do the work and then have it all
fall over afterwards. One of my members [?inal&dithere may well be hundreds of
redundancies across the industry about to happ@thanclearly isn't ideal.

My preference would be - and again | know thatsmg magic wand - it would always be
possible in the real world, but if you could, mead would be that there could be time to build the
capacity in Tasmanian businesses and Tasmaniarerwgosk that they can do the majority of the
work needed by TasWater.

Clearly, some of the work is absolutely speciadistl they need expertise from other states
around the country to do some of that work. Weeusidnd that. Everything else that possibly
could be done by Tasmanians should be done by Taansg

We think the more strategic approach, taking in dllthe infrastructure work that is
underway - the Midland Highway and other thingayihg it all out so that when things happen,
making that really clear to businesses in Tasmsmithey can gear up and could hire, and can do
all the things we want them to do, with some sutést they will gain work, clearly that is a
better model. Simply pushing everything forwattihk is potentially foolhardy.

Mr VALENTINE - | hear what you say about the model and | cdulyree with you more.
With the major infrastructure plan going forward weght to be getting all parties to sign off on
the content of such a plan and the time frameglzenlet them argue about the small bits.

Mr BAILEY - Absolutely, and make it clear.

Mr VALENTINE - But clearly that is not necessary how parochimaliworks sometimes.
You would probably be well aware of the genesighefcreation of this creation going back over
a number of years now, so why would injecting aaptimajor change into the mix, a change in
ownership, fix things? It seems at the momentihg TasWater operates it is shareholder-blind
in respect of the major projects they are concénggaon. They are concentrating on the things
that should have the highest priority, regardleéswbo the shareholders are. There are
29 shareholders but they are not operating ingpate where all 29 are at them to change their
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project model. Why would injecting another owngosthange into this fix things? | can't see
how that is going to benefit anyone.

Ms PARR - 'Shareholder-blind" is debatable, but it is dalyacustomer-blind and it is
funded blind. Every person who pays taxes in Tasanlaas an interest in TasWater. They are all
consumers and customers. That is the culture &se¢lee problem and a change of ownership will
enable a change of leadership and strategic aturallocus.

Mr VALENTINE - How do you then make sure that those who hatehguinvestment in
the infrastructure are receiving due return onrtimerestment? Coming at it from a business
perspective, how do you see it being equitableawrtd take all those assets that ratepayers have
paid for and putting it into a different paradignheve it is spread across the whole tax base?
How do you see those original investors gettingrétern on their investment?

Mr BAILEY - | think that's again one of the [inaudible].ytdu look at the submission, there
is a wonderful quote in there live on ABC Radio wswd, 'Why should my ratepayers have to
foot the bill for the work in another part of théate when that council hasn't done its job
historically? To me that's the problem. Thisastructure is owned by the people of Tasmania.
Whether it's been paid through rates or througlkdait is owned by the people of Tasmania. It
should act in a way that looks after the state thedpeople of Tasmania. The ownership model,
as good as the board may be, fundamentally is 8awelon't think this change is going to make
a lot of difference to people within TasWater whie working hard and doing a great job day to
day. What it will do is change the way TasWater ftanction strategically. To me, that's the key.
This is an entity [inaudible] infrastructure of watand waste throughout the state has been built
by the people of Tasmania and it is owned by théesmdamentally that is what it comes down to.

Mr VALENTINE - Yes, but that still doesn't address the issam krying to get to. Say, for
instance, the people of Hobart - however many tla@ee- who pay taxes have paid initially
$450 million. The people of Glamorgan-Spring Bagynhave paid a minute amount. | don't
know how much they put into their sewerage systam,t was a heck of a lot less than a lot of
people in Hobart have put in over periods of tinfttss not all equitable. If you are saying, 'Yis,
belongs to the people of Tasmania', that's finejflyou've paid in $20 and I've paid in $5 and we
are going to get the same return that doesn't $ed&® equitable to me.

Mr BAILEY - To me, that's the same argument, that the paeoghobart pay more taxes,
they have a better health system and a better ktttmosomeone who lives in St Helens. To me,
we are Tasmanian and we expect to have to suppogi® who live in minor communities, not
deny them because of [inaudible]. To me thatescibre of the discussion.

Mr VALENTINE - | understand. The whole issue is, though, Wit taxes, everybody
pays a certain percentage into health or into wieate a certain percentage of their taxes - but
this is not the case of the development of seweeagkewater systems across the state. Only
certain people have put that in and they've putat different rates. That is the whole cruxiod t
problem we have before us at the moment.

Ms PARR - | wonder if there is a different way of lookiagit. We're looking at it from an
infrastructure point of view only and a return dmatt investment, when in fact water is the
resource and it is, | guess, rolled out to differmmmunities by virtue of infrastructure and it is
managed by our infrastructure. | wonder if we $tio't be looking more strategically about what
it is that we're doing with water rather than wathinfrastructure provider.

LEGISLATIVE COUNCIL SELECT COMMITTEE ON TASWATER OWNERSHIP
14/9/2017, HOBART (BAILEY/PARR) 28



PUBLIC

Mr VALENTINE - | understand that and some of the position yaken but I'm just
exploring that. Thanks for that; | appreciate éinswers.

Ms RATTRAY - I'm interested in exploring the governance ayesnents a little bit more.
It's been suggested that if there is a new stradhat it needs to strengthen rather than diluge th
level of operation and managerial independencetterentity. Do you see that a GBE-like
arrangement would be able to achieve that any thare what is already in place with TasWater,
given that possibly the Treasurer will have somediinput?

Mr BAILEY - I do, for a number of reasons. 1 think thetfioge is the discussion about
some parts of the state having put more moneytirgservice than others. In my mind we need
to look at the state as a whole. | think the fundatal issue of ownership flows out in that
discussion. When it comes down to it the ownees @uite rightly, looking after their own patch,
which | understand. The other thing, too, is thatshouldn't be just thinking about building the
same GBE that we've always done. | think theresaree great examples of GBEs in Tasmania,
and again Taslrrigation.

Ms RATTRAY - | don't think they're a real good example, Mikenean their money just
comes. It's not like-for-like in my mind. You magve a different view. TI have had the funds
coming in left, right and centre, and they doniténto really put their hand out much.

Mr BAILEY - I think there are other good examples of watel sewerage operators in the
mainland too, which | understand are responsive laane a different view and a different
approach. | certainly don't think that we shouldtjsimply move one bureaucracy across to
another bureaucracy somewhere else. | get thgtmMd is all about building something that is
different, responsive and strategic to help Tasmamove forward in a way that we want it to
behave. The long-term strategy is building capaanitd skills as part of its focus.

Ms RATTRAY - Okay. Can | take from that changing this suetnow is probably not
your preferred position? We need to think moreualvdhat structure is required? Is that what |
can take from your contribution?

Mr BAILEY - | think changing the ownership is essentiatedlly don't think it can happen
without changing the ownership. You're going tofdeed with the same sorts of thoughts of the
29 owners, quite rightly looking after their owntga | think ownership has to change. That is a
given. We're not going to get a state view withewhership changing.

MsRATTRAY - Thank you, | appreciate that.

Mr GAFFNEY - I'm interested in your last comment about the c@@incils and their
ownership. Are you aware of what return investnpartentage-wise the councils get from water
and sewerage?

Mr BAILEY - Sorry, Mike, | can't quite make you out, I'm rsafre if you're a bit further
away from the microphone.

Mr GAFFNEY - You mentioned about the 29 councils and thedéiwd to the owners and it
would be better if it was one. Are you aware & ffercentage return the councils get on their
investment?
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Mr BAILEY - Yes. We had a terrific presentation from thaiclf TasWater. | have also
have had a number of phone calls from a numberayfons around Tasmania who made it very
clear which is also absolutely fantastic. We suppouncils receiving funding from the state
government as to the discussion in the legislatmithey are not disadvantaged financially by this
change.

Mr GAFFNEY - | am talking about the dividend, the less thapeR cent. You are in
industry and commerce. Would you know many busiegsn the state that would survive if the
return on their investment of nearly over $2 miiliwas less than 2 per cent? You would not have
private business going into that area, would you?

Mr BAILEY - No, you probably would not, Mike, you are absely right.

Mr GAFFNEY - Therefore, the return on the investment couraigsputting in is because of
the equity they put into the business in the fpkice. That was passed by parliament, by
legislation. Are you suggesting that those busieesend communities are to be penalised if there
is a takeover of state water and those dividendsatoeventually flow onto communities and
councils, who still have responsibility for stormtesand still have responsibilities within their
area?

Mr BAILEY - No, Mike, most GBEs with such high levels of itapinvestment would be
showing similar returns, if that. We are suggeptvater and sewerage, which was built by the
people of Tasmania, belongs to the people of Tammdhdoes not belong to councils; it belongs
to the people of Tasmania.

Mr GAFFNEY - That is a contentious issue, isn't it, Micha&l®@u would suggest the local
councils do not represent the communities.

Mr BAILEY - We are saying is that the best model for theesia our opinion, is a model
that has ownership by the people of Tasmania. hAtend of the day, they have paid for this
infrastructure over time. My belief is that thesbenodel going forward is the ownership model
that reflects that.

Mr GAFFENEY - Thank you. | see in your submission that thems been considerable
interaction between the TCCI and TasWater, to tierg that the CEO and the chairman have
regularly invited citizens to briefing sessionsiliteted by the TCCI.

Mr BAILEY - Yes. We have a great relationship with TasWaldrey are very responsive
and always, as | said in my preamble, respondezhyocontact that have been made. | have a
direct line into the CEO. There is a very gooatiehship in place.

Mr GAFFNEY - Do you think they have kept the TCCI up-to-datethe challenges and
progress they face regarding trade waste?

Mr BAILEY - Absolutely. Trade waste is something that wigbllghted at least two years
ago in a roadshow that we did with TasWater forinmesses around the state as being an
upcoming issue.
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Mr GAFFNEY - | know you have consistently commended TasWaterts transparency
and progress on reforms. Is this still the viewhs view of the TCCI? | am pleased you have
been able to put on record your statements begausesubmission is quite damning of TasWater
in places.

Mr BAILEY - | disagree with that completely. | do not thibks damning of TasWater at
all. We raised in the submission the issue thaided with TasWater too - about some of the
officers on the ground having an approach thaindidseem to understand the wants and needs of
businesses. That was about trade waste. | knasWater itself has received a number of
different levels of representations from organwadi about that. The discussion we have had
was, although the businesses were aware of thrggehahe approaches from officers have, in the
opinion of the businesses, been quite bullish. ddés not take away from that wonderful
relationship with TasWater. | don't see that in sapmission at all. What we are talking about
here is how we can make better entities for Tasanstmictly around capacity and skills.

Mr GAFFNEY - It seems to me the Government is proposing enga the approach to
trade waste charges such that residential customirsross-subsidise businesses. Do you think
that is reasonable?

Mr BAILEY - The problem with trade waste for many businessesmall parts of
Tasmania, Mike, is that it is incredibly difficuibr them to cover the cost they are going to be
faced with. Although they were aware this was eamithey were going to be hit with a $15 000
to $20 000 charge - what we see is businessesrghdtiwn. That played out. We know that, for
example, a bakery in Launceston, made the frong¢ patheExaminer, closing down after 100 or
So years in business because of this issue for.th&mat we had to try to work out was a model
that doesn't destroy businesses in regional argasoca change that needs to happen.

We don't want our waterways to be damaged. We ratadel our systems are fragile,
particularly our waste treatment plants. We haggy\fragile systems to manage. Again, it is
very difficult in reality for small businesses iagional areas to manage that sort of cost. | stispe
you would have had delegations from businessesumn grea too, talking about this. | know it is
top of mind right across regional Tasmania.

Mr GAFFNEY - We heard a figure yesterday of a $79-milliont@mually to deal with the
trade waste issue. A lot of the compliance issuewater and sewerage facilities were to do with
trade waste. The TCCI has a fairly close relatigmsvith governments of the day, so do you
think it is wise to have the minister being abletmritise projects? At the end of the day, itlwi
be the residents across Tasmania who will haveyofq@r those projects. If it's not coming from
the businesses, it will come from the residences.

Mr BAILEY - That's probably a question for the minister. nkrthe businesses point of
view, what we need to do is try to protect busieesa regional Tasmania that could well be put
out of business because of this change. That'sesponse, but | look forward to hearing that
from the minister.

Mr GAFFNEY - You know in business, as would Susan, that &nbas takes some time to
get up and running, to have its networks, to be &ablpresent and get a good return. TasWater
has only been in operation for three years antsireport it has shown great advances in the time.
Many of the issues the state Government has raeggtding potable water, drinking water and
that sort of thing will be finalised in August thigar. | believe it was 99.2 per cent of
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Tasmanians are experiencing good water qualityn'tDmu think that as the organisation itself
has only been going for three years, it deservais more tenure to reach the goals it has made?
If the Government wants to come on board, thereo#iner ways it can inject those funds to
deliver the projects quicker.

Mr BAILEY - Some of the questions raised today have showprtitdem with the current
ownership. It was pleasing to note that no-onenset® be complaining about the strategy of
TasWater, perhaps it is the speed of the stratéigye strategy itself shows some great work is
going on in TasWater.

From my perspective, and the perspective of the [T@@y are not going to get the best
outcome for Tasmania strategically with the currewnership model. Some of the questions
today, which perhaps deserve some more thoughtatieen areas, are prime examples of that. In
my mind this is an entity that has been paid fat built by the people of Tasmania over time. It
is owned by the people of Tasmania. We need @ e best model to ensure the people of
Tasmania are up front and centre going forward.at TThodel should include some strategic
thought about a more businesslike approach on ithiend and also particularly about capacity
growing in our industry and skills growth for thegning betterment of Tasmania? That would be
the ideal outcome.

CHAIR - Thank you very much for your time today, Michaeld Susan. We appreciate
your submission and also the opportunity to askesqoestions.

THE WITNESSESWITHDREW.
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Mr STEVEN ROBERT OLD, GENERAL MANAGER,Mr GREGORY ASTELL, DEPUTY
GENERAL MANAGER AND Mr ANTHONY McCONNON, MEMBERSHIP MANAGER,
TASMANIAN HOSPITALITY ASSOCIATION WERE CALLED, MADETHE STATUTORY
DECLARATION AND WERE EXAMINED.

CHAIR (Ms Armitage) - Welcome to the public hearingsll vidence taken at this hearing
is protected by parliamentary privilege. | needrémind you that any comments you make
outside of the hearing may not be afforded suckilpge. A copy of the information for
witnesses is available if you haven't read it an's@not aware of the process. The evidence you
present today is being recorded and lHansard version will be published on the committee
website when it becomes available.

We propose you make an overview and then membdraskiyou some questions. We have
allowed 45 minutes.

Mr OLD - Both gentlemen who are with me work with the magsian Hospitality
Association, the THA. Greg Astell is the Deputyn@el Manager of the THA and he is a life
member of the THA, so he's owned pubs for 20-odarsye He used to work with the Federal
Group and he's been with us for about 18 monttsorAnthony McConnon is my membership
manager and has been with me for about 10 yea&satime time as me. They are two of my staff
and I've brought them with me because -

MsRATTRAY - You need back up?

Mr OLD - Basically, yes. They are protection. Anthorgald with our members on a
day-to-day basis along with Greg. We wanted to e&@tong today as much to answer your
guestions, but we also have some information far lyased on a list you provided to us. Itis a
list of our members who have reported some drameastbe course of the last couple of years to
you. We want to put some of the queries some phwmbers have had into perspective. We're
here on behalf of our members to explain some @fdifficulties and issues they've had and put
them on the table to you as the committee.

CHAIR - Thank you. Would you like to mention some & thsues you have?

Mr OLD - Would you like us to table a list of some ventlest Anthony has spoken to in the
last couple of weeks - who the venue is and whait tesue is? | was going to run through and
talk to this. | thought if everyone on the comestthad that in front of them, it might be helpful.
It is probably the same list, Rob, but | wantedhtake sure it was because this has a bit more
detail.

Mr VALENTINE - It has the West Coaster Motel on top and theaBveter Tavern on the
bottom.

Mr OLD - It might be a bit longer, though. Just so wealking off the same hymn sheet.
To start with our perspective, the biggest frugtrat lot of our members have been facing is the
trade waste issue. From our members' perspedine,trade waste issue has been quite
frustrating. | think the vast majority of operaton the hospitality industry would understand that
if you make adjustments to your business, if yogtgg to put more waste through your system,
there is the chance you will have to upgrade ibing it up to a higher standard. | think the

LEGISLATIVE COUNCIL SELECT COMMITTEE ON TASWATER OWNERSHIP
14/9/2017, HOBART (OLD/ASTELL/McCONNON) 33



PUBLIC

frustration for a lot of the members, and a loth@m have this issue, on the list in front of ysu i
that they have made no changes to their businBssre has been no evidence to suggest they are
putting more through their systems than they useavhether it's unfair or not meeting previous
obligations. | guess their frustration now is thegetting knocks on the door and being told they
need to upgrade their system even though theyidetlsay've made no changes to it and there's
no evidence they are putting anything wrong throiigir anything like that. For some of these
upgrades, you are talking in the $30 000 to $40ia0ket.

Unfortunately, as you probably know, the bill migit to the business owner but it gets
handed down to the person who rents or holds theelen the building. It is putting big extra
burdens on some of these businesses, many of venechust small cafes and restaurants. |
probably don't have to tell members around theetdbht a few businesses, not even in our
industry, such as a butchery on the north-easttcbage shut down because of this issue. A few
of our other businesses have made claims to uslation to what impact it is going to have on
them. As | said, our biggest frustration is arotimeltrade waste issue.

We have sought meetings with TasWater before. Wkarmeeting - myself, Anthony and
Greg - only probably three months ago where a femrnitments were made by them saying if
we got them a list, similar to this, of the venuksy would work through, take on board our
concerns and work with our members to fix it. Teedback we've had from a couple of venues
is that it has not changed. Anthony has a speekample of that, of a Hobart business that has
basically said the attitude and the ask on them'thelsanged at all.

We are here representing our members to say ieng frustrating, it is very costly. The
reason we're supporting at the moment - | havete@édo the opposition party, just so you know.
They have asked me why we are supporting thisaid that the options we have on the table at
the moment is the current situation with TasWaterthe option the Government is putting
forward in taking it over, fixing the infrastruceimore quickly et cetera. Of the two optionssit i
far better for us and our members that the cui@vernment option is put in place. We can only
take what is on the table for our members andishthie best option for us at the moment.

CHAIR - Anthony, was there something you wanted to say?

Mr McCONNON - | can give you some examples of the issuesufwant me to go through
a couple of them.

CHAIR - If you would, we can move on to questions.

Mr McCONNON - Yes, sure. The West Coaster Motel - he hacquiew issues for quite
a while in regard to sewerage, fire lines and ditg pieces. He raised two main points and the
first is trade waste. He has a restaurant orteoltisat seats probably about 60 people. That is
closed down for a couple of months a year throbghatinter because he doesn't have the trade to
keep it open.

He has been quoted a $12 000 to $20 000 expelrsstati a grease trap which, if he has to
go through with, will close the business. Accomuatazh statistics on the west coast are down at
the moment. They struggle to get people over thadethat charge is going to go onto him. To
put that grease trap in would close his business.
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The other problem he has is that he has had a agabilatyvice now. Once was on Tuesday
when TasWater hadn't given him any indication thay were going to close the water off. They
had works down the street so they closed off thiemvaVhen they do that, he can close his line,
which keeps his line nice and clean. If he dog#irere is a lot of black 'muck’ that comes up
through the system into his lines.

It happened about six or eight months ago wherekbhaater came up into his system. It
went through all his sinks, his showers, his teil@td into his linen cleaning. He put a claim into
TasWater and he got under half what he askedHeralso put a claim in for cleaning of the
venue - for someone to come and clean the toikhbathe showers and the like - and that was
dismissed. It happened again on Tuesday and kengthere is probably about another
$800-worth of fitted sheets he was cleaning. Hw 88 through some photos and they were grey,
so they have to be thrown out. He won't be ablesarrect those at all.

The other | want to talk about quickly was the Shagk Hotel in Hobart. They have been
asked to install a grease trap. That grease tilapenat the expense of $45 000. Initially with
that one, | contacted TasWater and asked thermtbs@meone around there to have a chat to
them and see if we can work this one out. Theghawlose their business for six days to install
that. You have issues with revenue because af thita¢ TasWater people went through and
asked when they were going to start works; they saieeds to be done now. They said they
were going to close the venue down if they dida'ttd There was no real negotiation as to how
they could help the venue out with this one. Taeystarting this weekend. They will close for
two days, Sunday and Monday, and then again froow3bay through to the Sunday. That is
loss of revenue as well, in addition to the ovedsea

Kingston RSL was another interesting one. Theyaanet-for-profit business. They have a
grease trap within their venue but there is no fpparation whatsoever. They are charged an
extra $1200 a year because they have that fa@htgn though there is no food preparation and
they do not use it at all. We believe it seemisligulous charge for a not-for-profit organisation.

Lansdowne Cafe, Lansdowne Crescent, was anotherldmey were categorised as an 'Al’ -
| am unsure of the term - and they were broughbouplevel 2. This is TasWater jargon as to
how you are billed, based on how you are categiri$€ith that one, they made quite a few
changes to the way they look after their wastd.oftheir waste goes into compost. That is
serviettes and everything off plates. The wholegtmes in. That reduced the amount of waste
going into their system but that higher charge stélyed. From his point of view, even though
they didn't go through and look on an individuasisaand categorise what he had done, he said, 'l
may as well tip all my waste back down the sinkaose I'm being charged a higher rate’. That
was the way he looked at it. Why should he goubhothe process of trying to separate
everything - have all oils and everything taken yaghis own expense and put everything else
into compost and he is doing the right thing envinentally - why not tip it down the sink if he is
going to be charged a higher rate?

| think Greg had one that was quite interesting.

Mr ASTELL - | had one on Tuesday this week from a small busingsour end of the
woods, Mike, up in King Edward Street, Ulverstooalled the Spice House. The lessee, Leanne
Crossley, rang me. Currently they have a 288-§itease trap which they get pumped out twice a
year. TasWater came and visited them, just inspleathere the grease trap was, opened and
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closed the lid, and informed them they have toaeplit with an 800-litre capacity tank. An
800-litre tank won't fit. This lady is under fingal stress.

| think all of our members who are ringing us ofelaare under extreme pressure from
TasWater which is giving them no leniency at allil @very dictatorial to them.

This lady was very upset on Tuesday and she saidyé to put in an 800-litre grease trap
and it won't fit'. They have to have one custondeaWe're looking at upwards of $20 000 for
this small business, a 32-seat restaurant thatsofeendinner only. Fortunately for them, they
contacted Veolia who do the pump outs and they w&teemely generous with their time and
came around, sat down and had a meeting with Mghat they have offered to do is a full
inspection and write to TasWater with a suggestiat they can simply pump out every quarter
and that will solve any problem they have. Theageetrap does not need replacing. They have
been informed by TasWater it does, they have targalit. It's a cost to them, as Steve alluded
to - it is not a cost to the lessor. If it iswill get passed down to the lessee. That is justrgt
relevant case that just came up this week.

Mr ARMSTRONG - It was on the grease traps and everything. dDatl those that you've
had listed with us, how many have been resolved?/dr list there - that was not on my original
list. What has been resolved and what has not¥e lay of those been resolved since you
printed this up?

Mr McCONNON - What is listed on there are works that havehs@n undertaken and are
still ongoing.

Mr OLD - It's a good question. We've advised our memlbeesones who are contacting us,
to basically hold off making any decisions. Tas&aave them 18 months: from the start of
their first initial contact to when it has to ak lsompleted is 18 months. What we've said to our
members is basically, 'Hold off. There is a precgsing through with government and it's a bit
up in the air. We don't know if TasWater is gobegchange its policy in relation to the trade
waste and other issues'. We are basically telheg at the moment to hold off.

There are ones like Tall Timbers and others upnation that are being asked to upgrade a
system that has had no changes to it. There &xtra stuff going through it and it is a $40 000
impost. If people are living in fairyland and tkithat businesses are flying along at the moment
and making millions of dollars, | can tell you noley're not.

If you're a lessee of a business - and | had thisersation with the Treasurer, and this is
why we've been working with the Treasurer becawsertierstands it - if you're a hairdresser you
go into a business and sign up a lease for thraesyender a business model that says, 'l know
what the numbers are, | can do this and | can dp thatever'. Someone then walks in and says,
'You have 18 months to put in a $15 000 grease &egn though your business is not changing’,
as a lessee you cop that hit and have to try toecopwith $15 000, which, as you know for a
potential hairdressing business, can put you obusiness.

It is the financial hardships that some of thes&rmsses are going through at the moment is
extremely hard. A 32-seat restaurant in Ulverstieng flourishing. It opens for dinners only.

We will also be frank, too. Members have quite dpesaid to us that if they're making
changes to their business and they're going tanmwe through the system, or the system can't
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cope with what is going through, they understarely theed to make the necessary changes.
We're talking about businesses who have made maogelBa There is no evidence to say they're
pumping anything illegal through et cetera. Thegiion that they're asking us is: why do we

need to upgrade when there is no evidence to sayee® to upgrade? To us that is a reasonably
fair question and we're struggling to get some answ

Mr ARMSTRONG - When you've spoken to TasWater, have they gi@mn a reason?
Have they come back to you and said 'This is thesltion this is how it has to be'? What is
their reason?

Mr OLD - The response we got last time is it is that urtde EPA charter, they have to do
it. The basic gist is that the infrastructure ®@p We all know it's been poor for a long time
underground. My argument to them is: why shoudd poor lessee of a business who is
unfortunately in that business at the wrong timéjcv is now, have to fork out potentially
$10 000, $20 000, $30 000, $40 000 to rectify masibn that has been ongoing for 15 or 20
years?

Mr ARMSTRONG - If it's under the EPA and you have a changewsfership, how do you
think that will change?

Mr OLD - Change of ownership of business?
CHAIR - Of TasWater.

Mr OLD - Sorry, of TasWater. One of the commitments wdiad in conversations with
state Government is that if businesses are not nga&iny changes to their business or the
regulation of going through, they are looking aaming the EPA, or at least looking to fix the
infrastructure themselves. That is the conversatie have had.

Mr ARMSTRONG - Can't they do that now?
Mr OLD - They don't own TasWater.
Mr ARMSTRONG - But can't they change the EPA?

Mr OLD - | assume, given they're going through the Tagwebnversations in relation to
the takeover, they're going to wait to take it card then do what they want to do to the system.
I'm sure you will have to ask them that.

Mr GAFFNEY - Just a question, Steve. Are you saying the Gwrnent said to you that
they would change the EPA if they take over?

Mr OLD - | meant to say that they would look at the ER#Al &ther things around the
system, as in TasWater's current regulations, @twbeds to be done. They're saying to us that
if a business does not need to make any changeyréhnot making any upgrades, they're not
making any systems, they meet all the obligatiotise-understanding we got from them is that
they're not going to force them to make any charmpesiuse they understand why they would
need to.
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Mr GAFFNEY - It's a bit of a concern because on one hand ave lhad evidence from
TasWater that its water and sewerage infrastrucsumeder pressure because of the ailing system
and that most of their EPA warnings or issues ctmaugh the trade waste. Therefore they are
saying the national approach is that people whadritarte to the trade waste are the ones who
have to be responsible for paying for the repad #me infrastructure. If that's not the case and
you are saying, 'No, it's not fair', payment faattinfrastructure change and development has then
got to be spread across other areas, which meansesidences. If the people who are in the
business don't pay for it and the EPA says it basappen, are you comfortable with residential
people paying and contributing to the trade wastaa?

Mr OLD - My question back to you in answering is: iait, if an infrastructure has been
neglected for 20 years, whether it is by councibpiTasWater since their ownership, why should
the poor business lessee, at the time they haveke the changes to deal with a system that -

Mr GAFFNEY - | appreciate your question, but we ask the dorest

Mr OLD - The end result is, as | understand it, thatGlogernment is basically saying they
are looking to put more money in to repair infrasture needs.

Mr GAFFNEY - They will take over responsibility of the busiseowner and where does
that money come from? | mean I'm just trying tademstand. Your argument is that the
businesses should not have to pay the trade wassube of the current situation. TasWater is
saying the EPA says that they have to, which isrégilation by the government of the day.
They are complying with what is being requestedheyl have to charge somebody for the
upgrade.

Mr OLD - As | say my argument from my members is: whgudth the business that is not
pumping any more through the system than has eaam pumped before have to be asked to do
the upgrade?

Mr GAFFNEY - They also pointed out in TasWater that over35@0 businesses they have
inspected, nearly half are compliant. So theregarge a number of your members out there that
are compliant. Do you think it is fair that thosembers should have a competitive advantage
over members who have already put in the infratire¢c have already paid their expenses, have
already done the right thing as far as the EPAasdu is concerned? | think they said they've had
10 complaints from the people they have seen, btiteogroups. A lot of your members have
done - I'm not saying the right or wrong thing eythave actually -

Mr OLD - Met their obligations.

Mr GAFFNEY - Yes, met their obligations. Do you think théaet half should not have to
meet their obligations?

Mr OLD - But I'm not sure they're not meeting their oaligns. If the infrastructure under
the ground is the problem, is that the businessll@gm? Are you saying that it is their fault that
the infrastructure under the ground is not righ/hat | am saying is: if what they have always
pumped is the same as what they're currently pummnd they are not pumping anything
illegally through the system, what has the busimesse wrong?
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Mr GAFFNEY - The trouble is that the water and seweragestrnature is not coping with
the trade waste. The greatest percentage of ERfagaments comes from the trade waste.
Improving the trade waste going into the infrastuue has to be paid for.

The national approach is the same as TasWatekirgtalf the Government came and said to
them, 'Do not worry about that, we will give youms® money so you can help out the businesses’,
TasWater would not be able to do that.

Mr OLD - That is a conversation you have with the Govemnim If you are asking to make
that policy now, | would debate that the Governmeititpay for it.

Mr GAFFNEY - You are just saying to me the Government hasadly said to you that they
will step in and fix the problem.

Mr OLD - They will fix the problem of the venues not dgianything different to what they
have already done and not putting through anytiiiegal through the system. They are saying
they are not going to make them pay for the inftecstire. As | understand the conversation, they
are not going to make them pay for that infrastrreethange.

Mr McCONNON - There is another issue we probably have nothiedon. Where you
have upgrades of trade waste and grease trapsght ime at a lower capacity than they want.
They can be pumped out more regularly so they ar®@verflowing. The waste is not going out
into the system. It makes sense that if you lza®60-litre grease trap when you are supposed to
have 1000, you should have it pumped out more aglyuthan what you are at the moment.

Mr ASTELL - The system on the other end should be upgratteshould not be a cost to
the business, because the volume is not goingangeh The point in case is in Ulverstone, with
32 seats, the volume does not change from dayydadaeek to week. Also of importance, as
Mike commented, is the science behind the reporintack of reporting from TasWater to the
lessors - a quick inspection, open the lid, cléwelid, you have to upgrade your tank. It is not
clear at all as to why and there is no data. Oembers are telling us there is no real data to
support the upgrade.

CHAIR - Thank you. Steve, | want to clarify, when yay she businesses are not putting
any more through, do you actually mean businesgbssystems that are coping sufficiently with
what they have always done as opposed to not gutigthing more through? | want to take the
ambiguity away. When you say, 'If they had a syst®t doing what it should have done and
they are not putting any more through' what do yman? Could you clarify that businesses with
systems in place that have been working sufficjetatladdress what they have are not doing any
more?

Mr OLD - Yes, sorry, | probably did not explain well. &pgies, Mike.

CHAIR - It was a bit ambiguous.

Mr OLD - | accept that. If using their current systereytlare putting through the same
amounts and the system can cope with it, then whthdy need to make an upgrade? | guess

that is the question that they ask us. It is @sponsibility to come back to the Government.
[Inaudible] | guess they are asking us a questtwout why they should have to pay for it.
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CHAIR - It was a little ambiguous. That is fine to get on the record.

Mr OLD - Part of the other issue, and TasWater did say ighif they send a letter out to a
business sometimes - sometimes or always, | caenwember - it goes to the person who owns
the building. There is also the issue that théding owner might not pass the information on to
the lessee, which means the lessee does not getlatks a bit of information, but that's not
TasWater's fault. | make the point that it carualty happen as well.

Mr VALENTINE - It does not matter who owns TasWater, fixing thioblem is really one
of the issues that whoever is the owner has toeaddrl do not know that changing the ownership
is not going to address this particular thing.

If the legislation has to change, the Governmemiisgoing to be able to guarantee that the
legislation will change either. It has to go thgbuhe Legislative Council. | guess they can say
what they like.

With your members who are suffering these particsi@ations, is it about their capacity to
pay over a short time or would a longer period iofet repayment structure make it more
sustainable for them?

Mr OLD - A good question. One is for some of them, tesill be about the sheer amount.
For some, it will about the amount, but have a bdia to pay it, but probably over a period.
Their first angst is that they feel they do not erstiand why they need to do it. That is the key
part. With two structures, the bigger businessebably have the ability over a period; some of
the small ones, it will have an impact. | am noing to say. Like, how long would it take a
small cafe in Ulverstone to pay back $15 000? Iretsure. It might be five years; it might be
25 years.

Mr VALENTINE - It might be the difference between being sustali& or not.
Mr OLD - Certainly, yes.

Mr VALENTINE - TasWater told us this morning they would looktett issue of payment
and ways of being able to assist them.

Mr OLD - I am not sure they have said that before. diisd to know.

Mr VALENTINE - Would you see changing the ownership as beicgri@in path? | do not
know it is a certain path to fixing some of theldemms you are dealing with.

Mr OLD - We are not saying it is a perfect system, bet @overnment, as | and my
members have understood it, wants to improve tiastructure five years earlier et cetera. From
my business' and my members' point of view, thathetter offering than what we have had from
TasWater.

Even Rob's comment a minute ago that they've saigl want to assist is good to hear. We
have not heard that before. All | can put on thiaéd is that we can only tell you what we get
from TasWater. We can tell you what the Governnsays. If TasWater can make answers to
fix the issues for my members, then we will sayt ibagreat, but they have not given us that to
this point.

LEGISLATIVE COUNCIL SELECT COMMITTEE ON TASWATER OWNERSHIP
14/9/2017, HOBART (OLD/ASTELL/McCONNON) 40



PUBLIC

Mr VALENTINE - They were telling us they have something like lsddies to answer to
that measure them for compliance and all sortsftdrdnt ways, from dams all the way through
to the effluent quality. Obviously, whoever owirsstis going to be under exactly the same
structure. That is why | ask the question: iangding the ownership actually going to fix the
problem? | do not know that it is.

Mr OLD - That is what you are going to ascertain throygir council. We are only putting
it on the table. We represent out member's cosce@ur member's concerns are the issues they
are facing.

Mr VALENTINE - Yes.

Mr OLD - The answers we have had through the Governmamd you are right, there can
only be a commitment if it actually happens. Wity have said to us is resonating with our
members a lot more than conversations we are hawitiy TasWater. The frustration with
TasWater has been, even in our conversation, we wigetwo of the senior execs but nothing
changes when they go to see our members.

The fact they have come in here today and saidotg Y¥ou can do a payment plan or
whatever,' has not been said to us. It is amaaihmgn someone is put under a bit of pressure, they
start to answer with a few more things. Thosessoirthings are what we want to get back to our
members. Hopefully we can go back to the Ulverstoafe or whatever, and if they said, 'It has
to be done over this period,' or, 'It can be ex¢ekidthat is the sort of thing that can hopefully
either save that business or at least save théalkbarfor the person in the business. We are not
trying to destroy TasWater or anyone else. Myiglo try to represent my members and try to
get them the best outcomes.

Mr VALENTINE - Thanks for that.

Ms RATTRAY - You do a mighty fine job, Steve or bringing f@md their issues.
Thank you. Can | take you to the first part of ysubmission where you talk about the boil water
alerts or the do not consume alerts. The commiitéesebeen provided with information, and it is
pretty public, that 99.9 -

Mr GAFFNEY - It is 99.2 per cent.
MsRATTRAY - That 99.2 per cent of those alerts will be gon&ugust 2018.

Mr GAFFNEY - No, sorry, the 99.2 is of drinkable water in masia. They have said most
of those boil water alerts will be finished by 1g\st.

Ms RATTRAY - Yes, of 2018. Effectively if the Government weo take over TasWater,
they have it for a month and get a big tick becdhseavork has already been done. It can take up
to 17 weeks to get a boil water alert taken off\art because of a series of tests. Even if there ar
two really good ones in a row, they still go thrbuthe 17-week program. That is a health
department requirement. Do you have any commémtthat case, your statement is not exactly
correct?
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Mr OLD - It was when we wrote it. In all fairness, weote this a few weeks ago. My
answer would be that is great.

MsRATTRAY - You can get a lot of things done by writing somneg.

Mr OLD - That is great. If that is the case, that is greatause for us it is about the fact
there is record numbers of tourists and all thesed$ things. There is local stuff. One of theyk
things is about Tassie's brand. Obviously, dritdkaiater is one of those things everyone expects
Tasmania to have the highest level of. | thinkrgeee expects that. If that is the outcome, |
applaud it. That is great.

CHAIR - 1 will go to Mr Farrell.

Mr FARRELL - Yes. Do you have any regular meetings with Midcewster? Are you
able to talk to him about the issues the THA has?

Mr OLD - No.

Mr FARRELL - Would that be an avenue that may help work thihogome of these issues?
There seems to have been, from all areas, inclutimgsovernment, a severe lack of information
coming through. If THA made a direct approach ssWater, some of these issues could be
worked through.

Mr OLD - Can | touch on that? TasWater contacted usugirdwo senior executives; |
cannot remember their names. They were very seeople in TasWater following a few media
things we had to do to try to ramp things up, aaidl. It was great that they contacted us. | make
the point that three months later, nothing has ghdn It is fine to have a meeting and it is fiae t
have commitments made that they were going to labkhis and treat our members better.
Anthony, as | said, has the evidence to suggdsistnot changed. | am happy to have regular
meetings with anyone. Regular meetings do not nieadialogue or the situation has changed.

Mr FARRELL - Okay. With what the Government has told yots, theat been vocal or have
they documented any of the things they have prairtisat they will do, or fix?

Mr OLD - I think the conversation is vocal but | thinlethhave been on record as to where
they stand in media statements and other thingisink it is out there.

Mr FARRELL - With this proposed GBE model, what dealings @a yrave with other
GBEs and what are they like in comparison?

Mr OLD - We deal with Aurora. We are happy for you teédia parliamentary inquiry on
energy, if you want to have that one. A bit toegn cheek. Those guys and tBarit are
probably the two we deal with the most. Our relaship withSpirit is great. They have a very
open relationship. | have spent time on a coupleoards with the CEO, so that dialogue is a
fairly open one.

Mr FARRELL - We have been told - and we have to find out tmethis is the truth - that
this new model will be a better operational systdiis important to know that.
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Mr OLD - When you talk systems or whatever, it is fundatady not for us. We want
outcomes for our members. That is what we waseto We want whoever it is to deliver it, as |
said at the start. At the moment we have two ogtion the table: the Government option or the
current option. The Government option, or propoisathe better one for our members, so that is
the one we are going with. | have had conversatwith your party members and they have said
'Why do you stand on this, this and this?', arald them that when they put the third proposal on
the table, we can judge it. All we can do is reprg our members. If TasWater could fix the
issues we are raising on behalf of our membersyowdd not be sitting here today.

Mr ASTELL - One of the things made clear in the meeting ae With the two TasWater
executives was that their plan, sitting around lleard table, was not being delivered to the
people on the ground. The message our membersra@®wing from their staff was completely
different to what the two executives thought thessage was. It was quite dysfunctional.

Mr OLD - They were both good operators. We are not lgagigo at the two guys we met
with because they were very forthcoming and theyecand met with us. It is not a personality
thing. We are not saying that they -

Mr ASTELL - No, it is just a fact of what was happening.

Mr ARMSTRONG - | am interested, Steve. | have seen the feddfvam your members,
particularly in the rural areas - east coast, weast et cetera - all this negative media abouewat
and sewerage within Tasmania. Does it have amtedfe tourism numbers going to those areas?
Do members give you any information? Does a tbwasne in and say they were not going to
visit a place because of issues they have heant #bavater and sewerage?

Mr OLD - | have not heard any, Rob, to be honest with yblae only point | would make is
that is we all know regional areas in Tasmaniadmi@g a lot tougher economically than, say,
Hobart. Any issue seen as a negative publicignyn way, shape or form has to be detrimental to
some of our regional areas. My answer is, with@wing evidence for you, is that it would have
to have some sort of impact. | do not know whethey are going into venues saying that, but
reality says any publicity suggesting regional arkave bad water or bad sewerage or whatever
could not be a positive for them. Does that answeer question?

Mr VALENTINE - Yes.
Mr OLD - I will ask Anthony because he might know if amieer said -

Mr McCONNON - | have had no feedback from members on thattpdmmy rounds you
see, if you go into a toilet or whatever it mighg, la sign on the wall that says, 'Please do not
drink the water. It has to be boiled.', or whatavenight be. It is not a good look when you have
tourists.

| was up at the national park last week and theeehig sign on the mirror in the men's toilets
in there, 'Please do not ingest this water." Tiaye just increased their visitation through the
national park by 30 per cent. More and more uisitare coming through there. You want the
messages to be good and for them to relay thattiheg had a fantastic experience in the state.
You tell a bad story and 12 people find out. Yelia good story and five people find out.
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Mr ASTELL - A survey we conducted through our workforce demment department
earlier in the year came back resoundingly thatélason people come to Tasmania is product. If
we do not improve the product, especially our wates so damaging to the Tasmanian brand.
Our members cannot wait 10 years for this to happ&s we know, we have a two-speed
economy and the regions are suffering. This debiaaho help to them at all.

Mr GAFFNEY - It is interesting you say a 'debacle’. Overl#st three or four years when
TasWater has been in control, and they are a fleglfpusiness as in ownership, they have shown
great improvements in their report. It is not acgufix. Some people would say the THA, the
TCCI and the Property Council are seeing this a®@portunity to put some pressure on the
Government because they are in a space now wheyeatk quite vocal and quite verbal and can
influence the members.

MsRATTRAY - Do you have a question?

Mr GAFFNEY - Yes, there is. Do you think it is fair that theople who are in control of
water and sewerage infrastructure in Tasmaniabeilpressured by community or public interest
groups because the minister of the day, in the @owent's model, will take over and prioritise
projects?

TasWater does not currently have that pressureey Tut the infrastructure where it is
needed, whether it is in Gretna or a small towheyldo not go for the big cities because they do
not have to. | am concerned this is opportunifsticyour group, which is fair enough because
that is who you represent -

Mr OLD - We are a lobby group, Mike.

Mr GAFFNEY - Yes. If the Government takes TasWater over,ginernment of the day
will be lobbied by community groups such as youesduse it will come down to a political
decision, not one that is in the best interesfBasimania.

Mr OLD - Your call is that it is not in the best intesestf Tasmania, but the job of lobby
groups is to lobby governments, oppositions - apyoabout their members' issues. That is what
we are doing. If you are saying the Governmegpisg to be influenced by that, welcome to the
big world.

Mr ASTELL - I do not think it is fair for an organisation g around and put financial
pressure on businesses that are struggling at dingemt without any science.

Ms RATTRAY - A question to Anthony. My understanding is teest coast is only now
starting to be assessed for the trade waste aadeyteaps. Is that your understanding as well?

Mr McCONNON - Yes, we have not had a great lot of feedbackn ftibe east coast, to be
honest. A lot of it has been from the south, tglmwest and the north.

Ms RATTRAY - That is probably why. | suggested to TasWales thorning they will
come.

Mr McCONNON - They have been there recently. They might Hasen one of the last
regions on the -
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MsRATTRAY - They are the last cab off the rank.

Mr McCONNON - | have heard they have been up there but we havéad any contact
from members on that yet.

Ms RATTRAY - Just interested to know whether you have had faaglback from that.
That is probably why you have had little feedbadkhink TasWater is well and truly aware of
the issue.

CHAIR - Thankyou very much for coming in. We apprecigt@ir submission and you
taking the time to come in and talk to us.

Mr OLD - Thank you very much.

THE WITNESSESWITHDREW.
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Mr PHILLIP COCKER, Dr EVA RUZICKA, ALDERMEN, AND Mr NICK HEATH,
GENERAL MANAGER, HOBART CITY COUNCIL, WERE CALLED, MADE THE
STATUTORY DECLARATION AND WERE EXAMINED.

CHAIR (Ms Armitage)- Welcome to our public hearings. As you are awalleevidence
taken at this hearing is protected by parliamengaiyilege but | need to remind you that any
comments you make outside the hearings may notffoeded such privilege. A copy of the
information of witnesses is available if you hawat nead it and if you are not aware of the
process. The evidence you present today is beiogrded and thélansard version will be
published on the committee website when it beccawadable. We will ask you to make a short
statement to your submission and then membersaskliquestions.

Dr RUZICKA - Thank you, Madam Chair. | will start with the commary from the City
of Hobart on our submission.

We really appreciate the opportunity to addressnteenbers of the select committee and
thank you for that. The transfer of ownership aisWater to the state Government is of
considerable concern to the City of Hobart. Thenod has resolved to reject the state
Government takeover of water and sewerage systemossathe state in the interests of the
ratepayers of Hobart present and in the future.

The state Government's takeover is flawed, in quinion, and lacks good governance.
There has been a lack of consultation and the abseh fine-grained data on their part and
modelling has failed to substantiate their claimede The state Government has assumed there
will be a smooth transition to a government-ownatity  We know this is simply not true and
the experience of 2009, possibly highlighted by Water in these hearings, highlights these
changes cannot be rushed.

The City of Hobart transferred $316 million in na$sets to the Tasmanian Water and
Sewerage Corporation, 55 staff and significant tasiseluding our reservoirs, sewage pumping
stations, the Selfs Point laboratory, the Olindav@r pumping station, the Macquarie Point
wastewater treatment plant and the Selfs Pointemager treatment plan. | make the point at this
stage that unlike other capital cities in Austral@cal government in Hobart has diverse and
geographically spread water and sewerage infrasteic

Our current investment, following asset revaluaiamd other factors, is $164.686 million.
We receive an annual distribution based on our pér&ent shareholding in TasWater. That is
currently $3.258 million. From 1 July this willlfdao $2.172 million. The TasWater distribution
has assisted the City of Hobart to renew and inséal infrastructure in our community.

| also make the point that the City of Hobart isaaiginal capital city. What happens here
has flow-on effects to regional municipalities. Wweve major facilities that ratepayers,
communities and visitors to Tasmania use as well #re not present in their municipalities
because they are present in Hobart and we candafiforthe ratepayers of Hobart to fund this.
We have afforded it in the past and we wish tordffointo the future. The TasWater distribution
has enabled us to renew and install new infrastract

Local government has been best placed to own aedses TasWater. It has an experienced
board of skills-based directors, which is the pssfenal norm in this day and age, and it has an
expert team of professional experienced water a&wkiage managers. The level of expertise,
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skills and the knowledge to resolve conflicts inr @ommunity around expectation, service
provision, capacity and willingness to pay are drethanaged by us as a level of government
closest to the community. We have a finer-graidasstanding of what our communities can
afford to bear and what they are willing to endureorder to have these assets and services in
place. It is a lot harder when you are in parliatmevith respect, to get that finer-grain
understanding - admitting of course that you daeagdeal of work out in the community but
local government is the closest level.

The City of Hobart has a low reliance on externading. We have deliberately made that
financial decision as a matter of prudence; howetee reduction in distribution will be
compounded over time with either a reduction inv@mion of services or, unfortunately, an
increase in rates. It is a basic a zero-sum gdimee get less money in order to keep the service
provision and the maintenance of our assets gaiediave to increase rates.

From 2024-25, councils will receive half of anyuté profits made by TasWater. This is
contingent, of course, on the level of profitsafy, and if the government of the day honours this
promise. The minister is on record as stating iplybthat councils had better get used to
managing without those dividends and they haveteyglars to do that in. That is a fairly
frightening comment. When you then see, in theslagon, the capacity for the minister to have
the power over dividends and for the Parliamentdtay the payment of dividends, this will
produce quite a difficult issue for financial maeagent for any council. Hobart City Council has
some capacity and some capacity to manage, bstfaller local councils this is a concern. That
of course then will compound and flow back onto theepayers of Hobart in the provision of
regional services.

The minister's extensive power over pricing contetel in the Water and Sewerage Act
2017 is significant. Ministerial interference witlevitably lead to a degradation in confidence
that pricing for water and sewerage services is, fafual and transparent. The last thing
Tasmania needs is the politicisation of water amdewpricing into the future, especially when
TasWater supplies water to councils and those wstgplies are used in community and
recreational services. A very local example isloackey centre. That hockey centre has a lot of
water on the playing fields because it has a pddidype of service. If we find that the cost of
water to the City of Hobart starts to dramaticaligrease the politicisation and fooling around
with the pricing to suit political needs, then we @oing to have to pass that on, and that will
flow on and impact on an organisation that hostsonal and international events. That is just
one example. Then we have the Doone Kennedy Aguaéntre. Again, national and
international events occur there. If we startimd fvater pricing is an issue, we are going to have
problems and this, again, will compound within tagion. The loss of dividends is going to lead
to that compounding disruption, as | have mentiogadier, also to council's financial planning.

We are deeply concerned as a council with thislatgon. We do not wish to see it succeed.
We are particularly interested to find out how Hut's section 9, the no privatisation clause, the
act can easily be amended. It is fairly straighwerd. Any parliament can amend an act by the
lower House combining to do so but how, we ask,tbanLegislative Council ensure that public
assets which have been built up over years, paitdyfdhe ratepayers, cannot be easily sold off?
There is a worldwide trend for privatisation. Rtigation has not necessarily led to better public
service provision. If local government is all abmanaging and caring for our communities then,
for us, the basic supply of water and public he#iitough good sewerage management are key
issues. They equate with roads, rates and rubbi$tey are our raison d'etre. To take it away
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from local government is to say there is no needdcal government. To take it away from local
government is ultimately to the detriment of theepayers of the City of Hobart. Thank you.

Mr VALENTINE - | am interested in your attitude to the issuaghaf whole system being
taken over by Government and the statement beirtg et the system has been paid for by the
people of Tasmania so there should be no issuetakihg those assets and putting them under
state government control. Do you have any comrteentake with regard to fairness and equity
in who has paid for these things and how that mibxghapplied?

Mr HEATH - The Council's initial investment in TasWater whewas Southern Water was
over $200 million. As Alderman Ruzicka said in hetroductory remarks that has now been
written down to about $165 million to $166 millior.suppose where the Council sits on that is
the ratepayers of Hobart have paid for those assBte ratepayers of Hobart would reasonably
expect to see a return on their investment ovdrtiime. Up to this point they have. 1 believe it
remains a concern beyond 2024-25.

Mr VALENTINE - Is there a concern as to whether there is gairtg a return at all?

Mr HEATH - Yes. | suppose the legislation has also beé&ntsion the issue of
compensation. If the ratepayers of Hobart havel pai a considerable amount of water and
sewerage assets over a long period of time, whdahasform of compensation they could
reasonably expect to receive for that investmenify to this point it has been a promise of
distributions in the form of dividends, loan guaess and tax equivalents. Beyond 2024, there is
no certainty the ratepayers of Hobart will continageceive some form of compensation for the
investment they have made over a long period of.tim

As Alderman Ruzicka outlined in her submission ¢hbas been a significant amount of
infrastructure investment by the ratepayers of Hobeer a long period. | am not talking about
minor water and sewerage infrastructure. We allantp about major water and sewerage
infrastructure over a long period. From a fairnasd equity point of view the Council's strong
view is that there ought to be some ongoing congdens to the ratepayers of Hobart for their
investment.

Mr VALENTINE - When the National Competition Policy came in,revéacilities and
assets expected to earn a dollar to then retutrigithe community? Is that your recollection? |
seem to recall that was -

Mr HEATH - | am trying to remember that.
Mr VALENTINE - It is a long way back.

Dr RUZICKA - As | remember it, yes. There was an expectaifom return on the assets.
Bear in mind, when National Competition Policy camet was in the face of a drought on the
mainland of Australia. National Competition Poliayhilst being a very effective policy tool,
was a fairly blunt one in water and sewerage faniania. You may recollect the Hobart City
Council resisted going into Southern Water, whitthmately became TasWater, on the basis that
we were managing the situation well with Hobart @at We did not see the need for water
meters, simply because of the way we were manamingssets at the time.
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National Competition Policy is wonderful but wheauylook at the assets across the entire
mainland, more often than not, that was a poligpoase to the drought occurring during the
Hawke-Keating era. Water security became a mapgud. How it has then flowed on to a state
such as Tasmania, | have no idea. We have so mvatdr it is not a joke, compared to the
mainland of Australia, and we fund our renewablergyn with water. Despite the fact we are the
fourth driest capital city, we have not been on shene path as the mainland of Australia even
though we have had droughts.

We have eventually been moved over process, sif@8 @nward, into a situation whereby
our assets have been turned over to TasWatemovides on a statewide basis but it remains in
the ownership of local government. The ratepagéfBasmania have, since the inception of this
colony, through colonial governments and to theefadgovernment, have managed water and
sewerage. This has been done either through wasts, through council town boards or through
any other mechanism. Metropolitan water boardgoii go through the history, have always
been managed by a local government area. It iequity and they are our assets. It is not fair to
take it away when the ratepayers in particularsarese paid so much to put it in place.

Mr VALENTINE - Has there been any communication from the Gaowent to the Hobart
City Council with respect to them wanting to takeeosewerage and water at all, in any way,
shape or form?

Mr HEATH - Yes, that is a fair comment to make. My reatlEn is we invited the
minister down.

Dr RUZICKA - Yes, and the minister decided that the situatiath come to a point where it
was pointless for him to attend. By that point el passed a motion at council that we would
reject at that time, but invite the minister in angite TasWater in. Miles Hampton came and
presented. The minister had an appointment; hetmit and eventually decided not to show.
We were also subject to the presentation at Tas\Wattéhe LGAT and at a special initial briefing
by the minister at the LGAT at which he outlinee tbrocess from the beginning. We have had
the same information as the other councils have had

Mr VALENTINE - In any communications you have had with Govemmmer with
TasWater with respect to the big issue of inappab@rincursions of stormwater into sewerage
that cause overflows and causes environmentalgs$izs there ever been any discussion about
how these sorts of issues are going to be addressed

Correct me if | am wrong, general manager, buirkthere are something like 4300 homes
on the Davey Street spine; the number of which wtstsrmwater is inappropriately connected to
the sewerage system is unknown. That in an envieotial issue. Have there been discussions
with TasWater as to how you are going to deal witt? If the Government takes that over, how
is that all going to be addressed?

Mr HEATH - You are absolutely correct in your recollectiortludt. There is a major trunk
sewer that runs from St John's Hospital down D&seget, through Battery Point and connects
into Salamanca precinct. That is a major trunkesevat is now controlled by TasWater. As you
alluded to, there are a number of - | think 'illegaprobably a bit strong -

Mr VALENTINE - That is why | said 'inappropriate’.
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Mr HEATH - 'Inappropriate’ is probably the correct termhaf they were constructed they
were legal but they are now causing issues. Wheretis a heavy downfall that stormwater
drains into the sewer. That was playing out in72@0d 2008 when we had raw sewage running
down Salamanca Place.

Mr VALENTINE - The treasurer was wandering around in it satliegsewerage system is
broken.

Mr HEATH - Showing the bottom of his shoe - that is rigAs part of the transfer of -
Mr VALENTINE - Not the present Treasurer, sorry.

Mr HEATH - No, certainly not the present Treasurer. Ag péithe transfer of assets to
Southern Water in 2009, the council transferretha o Southern Water to deal with that issue in
Salamanca. The council did a lot of work on desegrgaged consultants and paid for consultants
to come up with a design to fix that problem. Tdptans were transferred as part of the transfer
order to Southern Water in 2009. Southern Watésaguently constructed an overflow in
Salamanca near the silos to deal with that problem.

What is absolutely true at the moment is that thencils, following the removal of the
powers of the Sewers and Drains Act and introdactibthe new Urban Drainage Act, have no
power to fix that issue as we presently sit her&,nanless there is a statutory nuisance created
under the Local Government Act. That is basicallpublic health nuisance. We are in the
process of redoing our by-laws and writing to thaigter asking for that power to be reinstated in
the Urban Drainage Act so we do not have a redeahat happened in 2007.

Mr VALENTINE - You do not have any fears, if the Governmenktcover, that they
might turn around and say to you, 'This is stornewassue - fix that problem’, and then the
council is then bound to put in a new pipeline lo@ Davey Street spine and find all those houses
that are inappropriately connected, and make e donnect to that stormwater?

Mr HEATH - That is a possibility, but that sort of fix wdube beyond the remit of this
current council. It would need a massive infragtie investment. If we were ordered to do that
by a minister or by a government down the tract Would be an issue that would be beyond the
current capacity of the council to fund or do.

Mr VALENTINE - It is similar to the Launceston situation reaign't it?

CHAIR - Launceston has 9120 houses, double the number.

Mr VALENTINE - This is only one spine. We are not talking dbitwe other ones that
exist.

CHAIR - Not the total.

Mr HEATH - It would be a similar situation to Launcestomeanre we would be in a little bit
of difficulty to abide by that.

Mr VALENTINE - Thank you.
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Mr GAFFNEY - It is interesting that a lot of the times whewuyhear legislation coming
through from the Government, it is to do with theaving a mandate from the 2014 election.
This was not an issue in 2014; it was not on théetaln fact, it seems to have come on in the last
18 months that the Treasurer has said all thesplgpdmave been talking to him about the
inadequacies of water and sewerage. The repodk tmaTasWater up until the time never
highlighted that there was a crisis. Would yow Itk comment on that situation and how you see
that panning out? It has been quite short of tthe it has been thrust upon councils and
TasWater.

Mr COCKER - | suspect Mr Hampton's response, who has beda pppressive, in my
view, has dealt with this and the shock to himhiea Government's response would indicate to you
that there had not been proper discussion arousdstue with him and/or the councils. We have
had regular briefings with Mr Hampton about TasWated the way it is functioning and our
responsibilities, and he has never raised the Govent's attitude about these issues with us.

| am quite confident that had the Government beegsing these issues outside of us with
TasWater, he would have discussed them with ususecae have regularly spoken with him and
he has regularly given us updates. Mr BrewsterMnHampton have been talking to our council
probably once or twice a year about what are thgeis. He has never raised them with us. The
shock value of the Government's approach to thisgbgo aggressive, unnecessarily so in our
view, and the lack of consultation and the lackafing to talk to us has been unfortunate. The
general view is that it could have been done iruahmmore cooperative sense and discussion.

Dr RUZICKA - | would back those comments in the sense thiaeifminister, right back to
the hon. Mr Michael Aird, had come to councils watlmore workable approach about the matter,
| do not think we would be sitting here today. Weuld be in the process of, probably back then,
putting in something like TasWater.

It is the aggressive and negative approach oféetiel crisis' when, in fact, there is not a
crisis. 'There are sewerage crises all over thte'stwhen in fact, by all the measures that
TasWater presents in its evidence and is publicijlable, there is no crisis. There is resolution
of issues that can be done in a positive and dataiy way.

| feel very sad that the minister - and he is dl@minister for Local Government - has felt
the need to have what is, for me personally, auhsigly unnecessary aggressive approach to
resolving a situation that 1 do not think has beearranted. My experience across local
government in Tasmania is that people in local gavent are reasonably intelligent and they are
reasonably capable of resolving conflicts and comelt is part of our day-to-day job. It is what
we do with the community. If we are presented wité facts, then we generally tend to act on
them.

Crisis - what crisis? Mandate - what mandate® Very sad that we are in this situation. |
see it as totally unnecessary to be put in thisilizigegative situation that has downgraded not
only the reputation of the portfolio of the ministéor Local Government, but also local
government generally across Tasmania. | refuteythiag the minister has had to say about local
government and water and sewerage in Tasmania.

Mr GAFFNEY - We have all been around for the last 10 or #sy@nd for the younger
people in the room this started in about 2006-O@mthne then treasurer and minister, Mr Aird,
virtually gave the councils an ultimatum that thegeded to change and reform. At that stage,
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there was an indication that there were two oretliferent models on the table. Do you believe
that at that stage, when the legislation went tinpwve could see it was still evolving but at no

stage was it ever going to be threatened that gmatrnment would lose control of the entity and
the assets it had and had put into it becausestamease of ‘do this and you have it forever? It
seems to me a lot of the hard work has been d@pecally in the last three or four years, with

TasWater. | am interested in your opinion aboatl#st three or four years with TasWater taking
over the sole responsibility of the water and segercorporations which, for the people in the
room, there were initially four and it is now zoniatb one. Would you like to comment on how

you see that performing?

Mr HEATH - | think you are right. Back in 2006, the deadsathat Onstream was really
important. The government was very keen to geivamarching Onstream-type model in place, a
statewide service delivery model to support thedhwater and sewerage corporations. | am
pulling back my memory 12 years. Part of the dead that there would be a regional approach
to water and sewerage management when it camdef€duncils because that was a political
reality, | suppose, at the time.

In terms of the move to one entity, | believe itk@silogical sense and there was a case to say
there had been duplication, there had been thiieé ekecutive officers for instance, three sets of
business managers and that sort of thing. Brin@as)/Vater together as one from a cost structure
point of view made some logical sense.

| think you are right with the history. In term§its performance now, | do not think the
council has had too much concern with the way tineeat management of TasWater operates.
We have certainly actively participated in the owmeetings, both regionally and on a statewide
basis. We ask questions and have made them aetdeint Generally speaking - Alderman
Ruzicka is the representative - it has been tha¥Vider is performing very well.

Dr RUZICKA - Yes.

Mr GAFFENEY - You did speak earlier on about ministerial pasvender the new bill, if it
goes through. The council at the moment can sed@hyear plan. It can see what TasWater is
going to do. With ministerial powers coming toyléhat plan can virtually go out the window in
the fact that the minister of the day can priceifsojects.

Dr RUZICKA - Let me phrase my response this way. In theel8syl have been in local
government and on Hobart City Council especiallg have shifted from bickering about a
couple of projects around the table and 'l willlbgiours if you will back mine'. When | went on
the council and gradually managed to eliminateptbigically sensitive projects, we put in place a
10- to 20-year project length of how we wanted éwedop our city. We did this well before any
other council. Itis good housekeeping. Itis twWau do.

In the process of doing that, we have managedroosb and know that every year we will
havex amount of equityx amount of assetg,amount of write-downsy amount of depreciation,
we will know where we have to go with our ratese Wan plan over a long period, and have done
so in that time very successfully, for the ups dodins of CPIs and credit crunch financial things
and the federal government not showing us the mariean we asked for it for major projects -
all sorts of stuff. | believe local government, &yd large, and Hobart especially, has managed
very well with the infrastructure.
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| know that | have a series of projects on my l@ryeapital plan works that | can say with
certainty to the ratepayers: you will getting yastreets, your footpaths, your playing fields, your
community halls, you will getting these things; wan plan for our festivals and everything else.
It is good housekeeping.

If the minister then comes in and decides he iagytd override the infrastructure plans and
fool around with the pricing in election years,eikometimes we used to do in Hobart with the
rates - and we have made a concerted decision kanger do so. We stick to our rating because
we know we will have a bit of pain in some years lijpand large at the end of that period of time
our ratepayers will be better off. That is how ynanage a business.

Local government is partly community and legislatiwit it is also a business. It is a good
housekeeping. You do not have someone come andednave a problem in our electorate so
maybe we will fool around with the infrastructuré/e will do a few things there on that year and
we will switch these other things around and we dell with them when we get to it if and when
we find we can raise the money in order to do This is my real concern. It is a lack of
transparency. It lacks fairness. It is suscegtitdi a minister of any political colour of
government or parliament of any political colourftml around with the good management of
water and sewerage.

Water is a basic living right, as a human entitg any other species for that matter on this
planet. Basically as humans, three days withouémand you are out. If we lose our water and
sewerage and we have public health crises - ibisalt that long ago that we had major water
infections in Tasmania. If you remember, until pte the metropolitan water board in place, we
still had typhoid in this city. We cannot risk tave our assets downgraded by a politically-
motivated infrastructure plan, as you see occiptages like the United States.

Mr GAFFNEY - Thank you. Thank you, Chair.

Ms RATTRAY - It has been suggested in one of our submisdiwaisthere is a need for
change and there were a number of items that wetedl One of them was the number of
complaints around TasWater and delivery of servittehas increased from 2014-15 to 2015-16
by 570 - almost 3000 complaints from TasmanianEasWater. | am interested in how you see
those figures. From my perspective as a commitieber, taking on board those figures - and |
know that | have not had 3000 complaints but | haaeé many complaints to my office. People
have felt that TasWater was not receptive, if yika,lto their issues and | have had to deal with
them for them. Can you give me some feedback, @acillor, on what complaints you have
taken on board?

Dr RUZICKA - You need to break down what the complaints ackymu also need to break
down, along with that, the expectations that hawe been created about the supply of water and
sewerage. There is one example of where thereawdaiberate decision made to not supply
water by pipe to a community. In fact, it was gheyraand safer to supply it by tanker. There is an
expectation | have found, because with my roleraslderman | get onto various state boards
from time to time, there is an expectation that wkasupplied in a capital city will be supplied
out into other areas.

| do not think it is unreasonable to expect todean water and operating sewerage. That is
not unreasonable. But there are levels of expeontairound service that often over time cannot
be delivered as immediately as a ratepayer may twistave. You need to go through a process
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of sorting through the infrastructure as TasWates. hTheir prime issue has been clean water.
Absolutely everywhere - clean water. Sewerage saseeond but they are working on that now.

The difficulty we have in Tasmania is there is meleof expectation about service that
perhaps TasWater is not quite catching up to at point because there has been a backlog in
supply over a period of 50 to 120 years.

As you would be aware, if you go through the higtgou will find that for many places
councils could put works in but they did not hake tatepayer base to pay for it. Or they may
have lacked the technical expertise to do sohiday and age there is an expectation of service
that TasWater will eventually reach and it will fessionally and properly reach and do it in a
way that you will not have to go back and re-dowueks over time. | guess sometimes people
may not be satisfied with what is the best wayuppty to an area in terms of the safety of that
water.

Ald COCKER - Just briefly, also in Tasmania you have to ssalvhen you compare it to
the mainland states that we had so many systerhasmania. If you compare us to New South
Wales and the number of sewerage systems, the mwhbeter systems we had, we had over
100 whereas New South Wales and some of those iseg@ms were dealing with much smaller
numbers. Just as an anecdote, | have a publiangalkack near me. There was a broken pipe
there about six weeks or two months ago. | compthiand they were out there next day. They
sent me an email within five days asking if | wagppy with the response. | was extremely
impressed at a very personal level, but it dependfie nature of the complaint.

When TasWater has tried to implement change orgghaonditions, or put pipes through a
public reserve, the level of complaint goes up.uYeed to look at the nature of the complaint
and the purpose of the complaint. Sometimes guttimew facilities causes complaints, or they
are putting in or rejecting facilities, as they balone on the east coast, which causes complaints.
To give you an honest answer you would need to ltowhat is causing the complaint: is it
works they are doing, or works they are not doarg] where does that sit within their plan for the
future? From a council point of view, their plaos the future have been pretty robust from our
perspective in recent history.

MsRATTRAY - There seems to be a broad lack of understarmirige general community
that TasWater is owned by councils. Is that somgtthat you would agree with from Hobart
City Council?

Dr RUZICKA - With respect, there is a broad lack of understapdicross the community
about many functions of government and who ownsapetates what. The privatisation era of
the 1980s, 1990s, significantly changed the ideata owned what there was in Tasmania. We
no longer have the PMG or the DMR. Telecom isilagtlof the past. Telstra is almost a thing of
the past in terms of being privately owned. Pedpl@ot really quite understand who owns what.
That is a matter of continual work and dealing vadople.

When they say councils still own the assets then tthink we are there to resolve the
problems. So we then refer them to TasWater aad tkel they are being shifted and shoved
around when in fact it is the structure that hasnbset up.
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| try to explain the planning system to people #meh | try to explain the interim planning
system with its acceptable solutions performandera and even | struggle at times to try to
work through a resolution.

We have a complex governance system. Yes, imatéer of continually repeating but, yes,
we own the assets but we have TasWater managephtantly for us.

MsRATTRAY - Thank you. | was interested in the response.

CHAIR - A question | was going to ask regarding the damgs when you were asking the
type. The majority of the complaints that | woiwgdt in Launceston is to do with the cost.
Having been an alderman at the time when it waentakver | can remember making the
comment, which we were all told to say to our cuashts, the only change will be that instead of
paying the fee through your rates you will payoitat separate entity but you will be paying the
same amount of money. The complaint that | get,rjast as recently as yesterday - someone
came in with their water bills to say 'l am now p&yas much for my water as | am paying for
my rates. Look what | am paying. | am paying atr®l200 for my water, not using very much,
$20 worth of water and | am paying X amount for mates'. You can understand.

Would you have a comment regarding the cost anddhwlaints that you might get, and the
feeling in the community that they were promisethsthing many years ago that it would not go
up and all of a sudden it has. As | said, you dsi®out the type of complaint. The majority that
| get in Launceston regarding TasWater is the cost.

Ald COCKER - | take your point and what it should do is ritig alarm bell if you are
going to put a very political layer across the mgcstructure. At the moment in the model you
have with councils having ownership, we have sonfleence but we do not have direct control
of TasWater in the sense that we can ask for thamgscouncil has done that, but we know that
those decisions will be made on a professionakbasm's length removed.

| truly wonder what will happen when pricing is se® be controlled much more by the
minister in the politics of the day, how is thatrgpto play out. That is a monopoly situation.
We have a monopoly over water and the pricing istrafled within the ministerial province.
That is quite a frightening situation. In terms d$cussions around water, to put a layer of
politics across what is a sensitive area, willfaakly a disaster.

Dr RUZICKA - | share your issues about the tiny amount okwabnsumed versus the rest
of the bill. The rest of the bill is the cost gbgrading the infrastructure. Now TasWater is
attempting to do that over a very careful periodimie. After that there will be a greater flow of
funds back to councils. It may well be over thatet, we can start to reduce down the cost to the
consumer, depending upon how TasWater is managed.

| pay this bill and grumble a great deal, but wivatare seeing reflected is the need to do an
awful lot of upgrading. At least | know how muchroy bill is infrastructure costs are benefiting
across all of Tasmania.

| make the point that | drink water all around Tasm. So my bill reflects not just in my
local community. It reflects that cost of getticlgan water and sewerage across the entire state.
We have to bear that in the process of TasWaterghei place and after about 10 years time it
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will start to settle down a bit. That is currentigsed on how Tasmania is prudently setting out its
capital works plan.

CHAIR - You can accept the consumers were told whenwhis set up that it would not
increase; they would simply be paying it to a ddéfg entity. | also told my constituents that and
that is the major issue | have.

Dr RUZICKA - It is an issue but who made that initial claim?wonder if it was the
treasurer of the day making those claims. The HdBay Council at the time looked at that,
shook its head and said we do not want to be a jEarentually we found ourselves coerced as all
Tasmanians have been coerced. The point remaahsvidter and sewerage infrastructure needs
upgrading. TasWater is doing a good job doing it.

CHAIR - Thank you.

Mr FARRELL - In the Treasurer's submission, he mentions aétienes the fact there are
29 owners. | understand the structure and we Ihaek many people in who understand the
structure, but it does seem from that submissieretis a lack of understanding. What influence
does your council have over TasWater as one o2%hewners? What influence do you have on
day to day decisions or any other projects?

Mr HEATH - It is fair to say this council has a very goadationship with the senior
management in TasWater. Even at the operational the relationships are good, strong, sturdy
and professional. We are, as you alluded, onedafoRincils that regularly go to the statewide
owner meetings. We actively participate in theiorgl meetings. There is also a southern
briefing. We go prepared and always attend andjasktions. It is not always jovial and happy.
There are times where there are fulsome discussions

You can be safely assured from my observations,Adddrman Ruzicka may want to add
because she is the council's representative, thesabers go fully prepared and ask questions. It
IS not just a one-way session. Yes, there is @flabformation imparted at those meetings but
there is a lot of questioning and challengingis ot a quiet meeting and can be heated at times.

My observations, having been to most meeting s when it was Southern Water and
morphed into TasWater, is local government reprasiees who attend those meetings take it
seriously, ask questions and participate in mestifgny suggestion local government has been
asleep at the wheel, dormant, quiet, not activeeims of questioning TasWater and Southern
Water before are farcical and wrong. The courxcitommitted to continuing that position into
the future.

In terms of the operational issues from a staffewgl, | do not hear my staff complaining or
criticising TasWater. There is a professional treteship. A number of the 55 staff who
transferred over in 2009 from Hobart are still eoypld by TasWater. The relationship is strong
and good. From where | sit as General Managerm Indt see any at all issues with that
relationship.

Mr FARRELL - With the new bill, is the privatisation a stdaifprward process? What
currently is in place if TasWater decided it wantegbrivatise? What process would it need to go
through? | should have asked TasWater, but asvaero
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CHAIR - When they come back you can ask them.

Mr HEATH - It is in legislation, in the Water and Sewerage gooation Act now, that it
cannot be privatised. In answer to a questiomrieat might have been allude to that parliament
controls legislation and might answer your question

Mr FARRELL - It was mentioned about the issues with DavegeStand every local
government would have, not the hidden, but the nesfen infrastructure. We know about
Macquarie Wharf and some of the bigger ones, betettare a number of small significant
infrastructure problems. Do you think the Governiris aware of all the secondary major bits of
infrastructure that may need repairing?

Dr RUZICKA - It is fair to say the state government does nowkntat it is getting into. |
say that having observed the asset. What was dhee rof the document recently out? - the
infrastructure report, which indicated they werengsan annual report and a back of envelope set
of calculations and considerations and knowledgw/lwdt is actually out there. It continues to
surprise me what is out there in terms of our asset

MsRATTRAY - Or what is not.

Dr RUZICKA -Or what is not, across Tasmania and simply becthesstate government
has not been involved in water and sewerage. Lgmarnment has.

Mr HEATH - | was making the point before, we are redoing gulaws, good governance.
We have come across an issue with the Urban DraiAagand the lack of powers in relation to
stormwater connections into sewers. We intendritevio the minister asking for an amendment
to the Urban Drainage Act to point out some of phactical consequences of not having that
power. That might answer your question; we wiltamly put some examples in.

Mr ARMSTRONG - Many of the submissions, and recently the Tasamaiospitality
Association, raised the issue of trade waste antesuf them are within your area. Have you had
many people come to you raising issues about twadge and they cannot get any satisfaction
from TasWater and want you to take it up with them?

Mr HEATH - Not that | am aware of. | have no examples sittm§ont of me. Rob was
laughing before and | share his pain because wleedidvhave water and sewerage responsibility
back before 2009, trade waste was a complete aadrughtmare; for businesses to upgrade their
trade waste it is expensive, costly, disruptiveyaing and is a pain. The standards seem to keep
changing and people they have a compliant greapeaind now have to upgrade it because the
EPA has changed their rules. | understand thatezsonbecause we lived that pain back in the
mid 2000s and it was enormously stressful and phinf was one of the reasons | was glad to see
Southern Water formed, as we got rid of the tradstevissue. We are not getting inundated with
complaints is the simple answer to that question.

MsRATTRAY - We have a list here a mile long.
Mr ARMSTRONG - Some of them are in the Hobart area.

Mr HEATH - They are not coming through to us. From our poinview they are not
coming through to us.
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CHAIR - They know to go to TasWater.

Dr RUZICKA - The key thing about trade waste is that itilsgbing to have to be fixed. It
is impacting on the sewerage systems. The longepwt it off, the worse it is going to get. Itis
still going to have to be dealt with regardlessamplaints now and in future. If we do not deal
with it through the current process that TasWasetopbking at - they deal with water first,
sewerage second; they are getting onto the sewsyafem, so now trade waste is becoming an
issue - it will still have to be dealt with regagds of who owns the entity. It is one of those
legacy issues in Tasmania that we have inheritddranhave to deal with it.

CHAIR - The issue for the THA was more that some buseg$elt what they had in place
adequately dealt with their trade waste but theg¢ ttamove up to a different system. One
guestion | would ask you, and | have heard thisnfsome, do you see this bill as a form of
enforced amalgamation for some of the smaller ctsinenen they lose the money they were
receiving?

Dr RUZICKA - | will give an initial answer to that from a Hatt perspective. In our
financials, we have $200 million in assets thatenawwngraded to $46 million, and will be
downgraded to $18 million through this process.r @wuidend loss is going to be $3.2 million,
which will effectively be a 5 per cent rate increaw a 5 per cent rate equivalent decrease in
services.

That decrease to $2.7 million will add 1.3 per dentease over eight years. That is likely to
flow on to 5 per cent compounding. Over our 10ryeEpital works, knowing that events occur
that we have no control over, and that does shiowgg around a little bit, we will have to add
another five years in order to achieve what weogéto achieve.

The value of our assets, the 6 per cent beingeadfér us, at 6 cents to the dollar, is totally
unreasonable compensation. If we keep it in itsetul entity the long-term value to councils is
going to be very positive with TasWater. That witlable maintenance and building of existing
and new assets.

Our dividend loss and our loss of assets resuléssdampounding financial impact on Hobart
as a regional capital city. | have alluded to #maslier. That compounding downgrade means a
loss of services, a rate increase, or, becauseewes the region in a number of respects, a loss
of services to the region.

We are financially prudent and we are in a verydgposition. We have worked hard to be in
that position. The Auditor-General loves us in megspects. The difficulty for other councils in
the region is they are not as financially resiliastus. They have other issues with debt. They
have issues with managing their services. If tfiegl they are losing money, as | am sure
Brighton has tabled a document showing the compagnrdss that will occur over time to those
other smaller councils, they will look around arsét,dHow can we possibly manage?'.

Right now we are in the middle of the state Govesnitrhaving dictated that we will all
amalgamate through these various processes theyphavin place. Now we see the minister
standing there, having to support a resource-shpagreement between Waratah-Wynyard and
Circular Head, and between Kentish and Latrobejnathe way those two sets of northern
councils are effectively managing their loss ooime.
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| do not see amalgamation as any solution becauggesation has not been posed. The
qguestion is, what is the role of local governmantTasmania? What is the role of the state
government in Tasmania? Both of them are requodzk fair and transparent and returned back
to the people who put the money into them.

Ratepayers in smaller regional county areas willl faccess to services and the management
of their assets downgraded by the loss of thisddivl. They will have to find a way to deal with
it. The Break O'Day/Glamorgan Spring Bay repdmntotigh the local government board, showed
that amalgamation was not the answer becauseritecial problems are still there.

| think you will find the financial problems areilktthere for Circular Head, Waratah-
Wynyard, and they are still there for Kentish aradrbbe. They will be there in a worse case for
Huon Valley. | now own property in the Huon Vallagd | am aware of the state of that council
and | am aware of the state of Kingborough. Golpp heuon Valley should it be forced to
amalgamate with Kingborough, because Huon Vallewéd managed. That is my concern.
Amalgamation is not an answer because a quest®ndtebeen posed.

CHAIR - 1 do not know. Some of the issues | had heaad that they thought it may have
been a way of enforced amalgamation by -

Dr RUZICKA - It doesn't resolve the financial issues. Thdhe problem.
CHAIR - No, I am not saying that. Thank you.

Mr GAFFNEY - One last question. You might not want to ansthes, | understand. We
are bringing TasWater back so it is a questionll agk of TasWater as well. Do you believe
TasWater, or potentially its successor corporasoih as the government, should fund the
relocation of Macquarie Point and Cameron Bay sagetreatment plants and that cost should
be passed onto water and sewerage customers} &s\ieat would occur?

My understanding of the Macquarie Point seweragetgk that it still has a life-span and it
is still in workable condition. TasWater has arpfar it but do you think that cost should be
passed onto water and sewerage customers if iteEcan issue?

Mr COCKER - | believe you should turn it back the other veand wonder if the relocation
of these should be commenced for reasons othergbad efficiency of those plants - because
they are working efficiently. Should works of haghpriority be put aside to fix a different
problem? TasWater has been utterly consistentdretat has been our view that there is nothing
wrong with these plants. They are doing their jol¥hy would they be then put at a higher
priority than non-functioning assets and fixing,kage Ruzicka has already pointed out, the water
first? There is a real problem here if TasWates fi@ced to deal with those things ahead of
fixing non-functioning assets in future. That i'ecof my concerns with some of the noises being
made that they will be instantly fixed. It will o® at the detriment of fixing non-functioning
assets. That would be a corruption of TasWatenstion.

CHAIR - Thank you. There were no other urgent questiombank you very much for your
submission and for coming along to the hearingayod

Dr RUZICKA - Thank you very much for your generous timeedlly appreciate it.
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THE WITNESSWITHDREW.
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Mr PETER GUTWEIN MP, THE TREASURER OF THE STATE OF TASMANIA, WAS
CALLED, AND Mr JAMES CRAIGIE, CHIEF OF STAFF, WAS CALLED, MADE THE
STATUTORY DECLARATION AND THEY WERE EXAMINED.

CHAIR - Thank you very much, Treasurer, for making theetto come along. | know it is
busy for you being a sitting day.

Mr GUTWEIN - Thank you. | introduce James Craigie, my Chiebtaff.

CHAIR - Welcome to our public hearings and as you ararawall evidence taken at this
hearing is protected by parliamentary privilege ireimg you that any comments made outside
may not be afforded such privilege and the evidasdmeing recorded and thtansard version
will be published on the committee website whelhatomes available. |1 am sure you know
everyone on this side of the table.

Treasurer, if you would like to make an overarchatgtement and then we will ask some
guestions.

Mr GUTWEIN - Members, | am pleased to appear before you tadalation to the
Government's submission to the committee and oopgwal to fix Tasmania's water and
sewerage system. Despite the promises of improwembeerent in the reforms almost 10 years
ago, the water and sewerage sector under localrigmemt ownership has failed to meet the
community's expectations. Independent report afiggpendent report over the period has since
shown that the outcomes have not been satisfactofjne performance of our sewerage
infrastructure has actually deteriorated. As thadhof the Environment Protection Authority said
yesterday, clearly it is a sector that is undefgrering and has a significant number of
non-compliances associated with it.

| have consistently raised the need for increasmvgstment in the sector, for the local
government owners to do more, prior to announdieg@overnment's intention to take control of
TasWater. The slow progress that has been obseke in large part to prioritising returns to
its owners over investment in the modern infrastmecand clearly demonstrates these failings.
Rather than invest the returns from the businesmpmoving the infrastructure, local government
has instead received over $200 million from Tasmiamwater and sewerage customers and stands
to receive a further $190 million over the remamalieTasWater's 10-year plan.

This equates to nearly $400 million under the aurmaodel and plan that will be paid by
water and sewerage customers. It is not going riabsvlixing infrastructure. The Government
believes that we are at a crisis point; our waiel sewerage infrastructure has been described by
both the chair of TasWater and the Tasmanian EcanBegulator as deteriorating faster than it
can be fixed.

Over the period from 2010-11 to 2015-16 the averagtomer's bill has increased by 51 per
cent, while CPIl has only increased by around 7t5gent. Over this period it can be
demonstrated that key environmental complianceomués have worsened. It is not reasonable
or fair that customers are asked to pay excessice pcreases and yet the outcomes are going
backwards. Furthermore, of the drinking water thatcompany produces, one out of every three
litres - some 25 000 megalitres of potable wateas lost. That is the equivalent of more than
10 000 Olympic swimming pools. Noting all thesdirfigs, still in 2015-16 alone, over $100
from the average customer's average bill was patidloocouncils as returns.
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The Government's view is this is not good enoudlncal government has accepted the
benefits of ownership but has not accepted theoresbilities of ownership. Therefore it is
incumbent upon the Government, as the represeesativall Tasmanians, to take action because
the Tasmanian community deserves and demands .bet@ver the last six months, the
Government has clearly articulated its plan to imwprwater and sewerage services in Tasmania.
We have explained that we will accelerate TasW&at&d.5 billion infrastructure program,
complete it within five years, taking control. &ddition to that, we will ensure that a further
$300 million in investment is brought forward, lging the total investment over 10 years to
$1.8 billion.

Some have suggested that this can't be done ttisadamehow financially and economically
irresponsible, and yet TasWater themselves wereaaing for a $1.8 billion spend over
10 years only last year. The principal constraintthat plan was not that it was physically
unachievable and that it would drive up pricesthat local government would not forgo its profit
stream.

The Government's plan ensures that this constigaimo longer an issue. By providing
councils with equivalent funding from the budgég business will be able to focus on getting on
with the job it should be doing: implementing texelerated delivery of infrastructure and fixing
water and sewerage sooner.

Infrastructure Tasmania has provided advice thatptan is achievable and that it will also
be good for the Tasmanian economy. The highlyroegh Tasmanian engineering and
construction firm, pitt&sherry, reviewed the Inflagcture Tasmania report and confirmed its
findings.

| want to be very clear: the Government is noksegto profit from taking over TasWater.
The legislation ensures that the Government will rezeive any dividend or tax equivalent
payments. Furthermore, the legislation expliciggohibits any future privatisation of the
business. The Government's model provides locatmment with funding to ensure that rates
will not have to rise. Not only does the Governtisetegislation guarantee the councils will
receive the returns they were promised until 2@2&so locks in that councils will receive 50 per
cent of the profits from the business in perpetaitgr that date.

This provides local government with the securityaofongoing revenue stream without any
of the risk or responsibility of ownership. Thev@mment's plan will also ensure that customers
will not be faced with continuing steep price hikasd by adopting a similar price regulation
model to that used for the MAIB we will limit prigacreases in 2018-19 to 2.75 per cent and then
no more than 3.5 per cent in future years. Wik Government will stand behind the business
financially, should that be necessary, we do npeekto have to do that. Treasury has confirmed
that the new business will be financially sustaieab It is clear that the business can
accommodate substantially more investment and reprafitable.

The Government's plan will deliver better infrasture sooner, keep prices for customers
lower, provide an ongoing revenue stream to cosrszlthat rates do not need to rise, benefit the
economy and improve environmental outcomes.

Having made those opening remarks, | am very hdppgnswer any questions that the
committee may have.
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CHAIR - Thank you. The first question from Mr Valentine

Mr VALENTINE - To clarify for me, you have just stated that Bevernment is not
seeking to profit from TasWater, yet you are prongdocal government a 50 per cent dividend,
of what they would normally expect. How can yowwyde a dividend to them if you are not
expecting to profit from it?

Mr GUTWEIN - Well, the business will operate profitably.

Mr VALENTINE - You are saying including that dividend. It is reotpecting to profit
outside of that. Is that what you are saying?

Mr GUTWEIN - What | am saying is that the business will opeofitably: 50 per cent
of the net profit would be provided directly to &dgovernment as a return. The other 50 per cent
would be reinvested back into the business in spk infrastructure investment or to keep
prices low. We will take no money from the buses

Mr VALENTINE - How long will you not take money from the buss@

Mr GUTWEIN - We have said in perpetuity. The legislatiorclsar: we will provide a
guaranteed payment to councils up to 2024-25 agnl plast that, local government, in perpetuity,
will receive an income stream of 50 per cent ofrtbeprofits of the business.

Mr VALENTINE - Given the breadth and depth of the task thawWkdsr had to undertake
when they were first formed and the amount of gisam that there was with 29 councils, all of
their staff being shunted around to be able totertas authority, all the pain that went with that
would it not be better to provide TasWater with fhaeding that you are wanting to put in -
$500 million to $600 million - to fix the system®ould it not be better to provide that to
TasWater to see it then able to reduce its costg@have it on a better footing?

Mr GUTWEIN - For the last almost three years | have beenirggior TasWater to
increase investment, to use the leverage thaerg strong balance sheet position provides it, and
it resisted that. In fact, there are media report3015 suggesting that | was ill advised thaythe
had the balance sheet strength to do more. It tio@lboard last year, after a lot of urging from
me publicly, to make the decision that they wouddhabre.

When you consider, in the context of the eight gesince the reforms began, that we are
getting worse environmental outcomes, that, indapart, until last year there had been no
sizeable movement forward in respect of potableewhating delivered to many of the small
communities that required it, the question hasdmbked: under its current ownership model,
does it have the will to get the job done? | thimé& simple answer is no.

In regard to providing money to the business, lgmlernment continues to receive a return
out of the business. The way that the businessustured, they have been very reluctant in the
past. In fact, even last year when the decisios nvade by the board unilaterally to provide for a
10-year infrastructure plan, there were some irallgovernment who described it as being
outrageous and it appeared for some time thatahedmight even be sacked.
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No, we have no confidence in the current ownersigalel. We believe what is required is
new leadership.

Mr VALENTINE - Even if you look at its annual report and sew litchas improved things
over the period it has had to deal with major issamd the fact that it is going to be having no
boil water alerts by 1 August next year? Even ¢ghoit has shown that it has made inroads into
this problem, you still do not have confidencetih i

Mr GUTWEIN - | give it no credit for that. | recall last yeavhen Miles Hampton and |
spoke at the time that he made the announcemeéntgust, that TasWater would remove the boil
water alerts and leverage its balance sheet andngetth the job. At that time, | welcomed that
decision but it crystallised in my mind why thereeded to be change. At that point, with a drop
of ink and a stroke of a pen all of a sudden thi& water alerts that had plagued this state for
decades - in fact until the last period since #ferms very little progress had been made - adl of
sudden, it was able to be fixed.

Why wasn't that done sooner? Why didn't the lgmalernment owners of the business
demand that more investment was made earlier ars# throblems be fixed? No, | don't have the
confidence in the current leadership and the ovimgrsodel for the job to get done.

Mr VALENTINE - Thank you.

Ms RATTRAY - Following on from the questions that Mr Valemtirasked, in your
submission you talk about taking on higher debt thiedh still remaining profitable. Then, when |
go over to page 20 and look at the graph - | amanfabancial expert so | am not trying to be
funny here - | am looking for clear and concisesoges why you can have more debt, spend more
money and still be profitable, and not take moraneysfrom the customers who will be receiving
the services. | am interested to delve down le liit further into that because | am one of those
customers, as you know - as you are and we all are.

Mr GUTWEIN - We all are around the table.

One of the things that is quite clear from the ntlotpthat Treasury has provided, and those
profiles that are included there and are graphed gear-by-year basis, is that the business does
have the capacity to take on more debt. We hawertiae point that that debt will be at a lower
cost than what TasWater currently pays. TasWaigolvs with a government guarantee fee; we
will not be charging a government guarantee feberd will be a percentage difference, 10 per
cent to 15 per cent perhaps, in respect of theafadebt. They can borrow more at a lower cost.
In terms of profitability, TasWater is still able énsure that it can meet all their costs and peovi
a modest profit.

Ms RATTRAY - | challenged TasWater this morning on its nditde-equity ratio. | had
some figures because it was suggested that wecheade and outlined a few areas. | challenged
it, and the 2014-15 figure is 23 per cent, and20#&5-16 figure is 27 per cent. In a short answer,
| was told that TasWater undertakes prudent firdmoianagement and that it would never want
to get into a higher debt-to-equity ratio. Howwlile new model work in regard to that, or is that
not a consideration?

Mr GUTWEIN - Absolutely it is a consideration. In fact, quaresentation discusses gearing
on page 21. For most regulated businesses lilee-tlaind this is the thing that needs to be
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understood - as a regulated business, you canafigsset your watch by the revenue that you
have coming in. You know what you are going toplaél. Therefore, as a regulated business,
you can carry a higher debt-to-equity ratio. lotfanost of TasWater's peers across the country
sit somewhere in the 60 per cent to 70 per centiedquity ratio.

MsRATTRAY - Even 100 per cent we heard this morning for spmately owned ones.

Mr GUTWEIN - That would not be unusual. Again, it dependghanrisk appetite of the
owner. We believe in setting the debt-to-equityorat around what is seen to be the average or
the norm for businesses in this space. As a regllausiness, you know what your income
stream is going to be; you know, broadly speakwmgat your expenditure is going to be, and so
you can comfortably carry more debt.

MsRATTRAY - Thank you. | am happy to let others ask quastio

Mr ARMSTRONG - Treasurer, many councils came out against tropgsal. We have
heard one of the reasons was that there has beeaonsaltation over that period. The Hobart
City Council just told us a few moments ago thai yeere coming to talk to them but then pulled
out. Can you tell me why you never engaged inoader consultation process with the councils?

Mr GUTWEIN - Over the time, | have met with most councilatetestingly enough, most
councils that | have been to over the last thressye and as a community cabinet, we have had
many cabinet meetings with councils. We have lieesvery council at least once and some on
more than one occasion. It is not unusual to heater and sewerage issues raised at those
meetings. One of the things that | found veryyean in the piece is that there seemed to be quite
a disconnect between what a number of councillordetstood the ownership model was
compared to what it actually is.

In regards to the period since the beginning & yieiar, | presented to councils on a couple of
occasions, once in Launceston and | had a meetmg dhere. | undertook to provide further
information once the legislation and the packagse rgady for this process. Some councils, and |
think Hobart was one, made decisions prior to myrigathe opportunity to meet with them.

| am more than comfortable to meet with councllghink there is a date set for Hobart, to be
honest, to have a conversation. Councils actete qgwiftly in regards to making decisions
whether they were for or against this proposal.

Mr ARMSTRONG - On the new board, | have not seen the legislaso | am wondering
about the makeup of the new board. | think theeesaven on the TasWater board at the moment.
How would you go about appointing a new board ama tvould that work?

Mr GUTWEIN - Under the government business enterprise lemislait is four to seven
members on a board - up to eight. The legislghmvides for a board up to eight. My intention
and the Government's intention would be, subje¢héolegislation passing, to have a discussion
with the current board. | am certain there woukl $ome board members who would be
interested in continuing. We would normally goatilgh a process and we would advertise and
select a skills-based board to run the business.

Ms RATTRAY - Treasurer, one of the submissions focussed anagovernance into the
future and changing the model. They were very kilesee any reform of the structure that
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strengthened rather than diluted the level of dperaand managerial independence of the entity.
Given that the treasurer of the day would haveathikty to directly give direction under the new
legislation, can you walk me through how you wosé@ that unfolding and not seeing that there
could be political opportunity taken for - mayb&acquarie Point issue being resolved because it
is prior to an election - that sort of thing.

Mr GUTWEIN - The simplest context to provide an answer to dfog@stion is to talk about
what the current powers of direction are with ourrent businesses. For example, in all of our
state-owned companies, as part of their constriiyttbe shareholder ministers can provide a
direction to the board. As long as that is a ldwifitection and what is being asked to be done is
lawful, then the company has to do what it has kdiegcted to do. In the current government
business enterprises that we have, there arercg@aers of direction that already exist in terms
of dividends, the returns that the business will ftathe state in regards to community service
obligations; also, in the management of the comptmgugh the corporate planning process and
the expression of the shareholders' expectatibnsetmatters of direction are already captured. |
don't think that this will provide anything diffexeto what we are currently seeing. That power
of direction is exercised only under advice and/avihen necessary.

MsRATTRAY - If you do not see any real difference, then vghy so important?

Mr GUTWEIN - Because it is already included. If | use ttsgesbwned companies, this is a
government business enterprise as opposed to excstaied company. In effect, what this
provides us with is a similar level of directionathwe have over a company like Aurora, or
TasNetworks | think is a state-owned company, TESP®T Line.

MsRATTRAY - Some would argue that there is opportunity fetirgates scrutiny or GBE
scrutiny once a year and the Legislative Counds ge half and the other place gets its half. We
have a day where we ask questions and receive ansveers but nothing ever changes. In that
respect, can we have confidence as direct staketsolthat if there are some concerns, there
would be changes when it comes to delivery of watel sewerage services?

Mr GUTWEIN - You can have absolute confidence. We are nioiggihrough this for the
fun of it.

MsRATTRAY - | didn't think there was much fun in it for amg

Mr GUTWEIN - No. We believe there is a job that needs todbee and so, as a
government, we want to get on with that job and thet job done. Whilst at the moment
TasWater, as a result of a - can | call it a hisgdhangover? | think Michael Aird suggested that
the upper House would have TasWater before Estsrtaarings on the basis that it was not a
government business but in the first couple of yedier -

MsRATTRAY - We did try. It didn't go very well.

Mr GUTWEIN - At the moment, if there are issues with any goreent business, then in
the lower House questions can be asked on a dasiig.b It will be the same with a business like
this. The level of scrutiny will rise exponentialas a result of government ownership of a
business like this compared to the level of scyutirat it receives at the moment, which broadly
speaking is once a year before government bussoessny committees.
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Ms RATTRAY - My final question is: in a transition modelh&s been suggested that the
establishment of a new entity would cause a peobdisruption of up to four years, losing
momentum. It has been cited by people giving ewideover the last couple of days that there
was momentum lost, certainly in the transition frthra four entities to one, of around 18 months.
At the very least, you might see that again. Gaungive some response to that?

Mr GUTWEIN - Absolutely. Obviously there will be a transitiperiod before 1 July of
next year, but what has to be understood is thare@@ot merging a business here, which is what
happened with the four entities into one. Thisiikakeover. Employees will transfer on their
current salaries and with the rights that are aasat with those. It will be under government
ownership but it will still be the same busine3fie amount of disruption will be minimal. It will
be a business that is provided with a direction waittl the ability to invest more. It is not a
coming together of four different businesses or exger, it is a change of ownership. The
disruption to the business will be minimal.

MsRATTRAY - Excuse me if | am just a tad cynical, | haverbamund here a while now.
We have seen a lot of restructure through depatsnand | do not say that this is going to be
exactly the same, but there is never a smoothitiams That has been my experience.

How do you guarantee that you do not have that @dssmomentum and that potential
speeding up of getting that infrastructure work elowhich has been a bit of a carrot to the
broader community, won't be lost? | hear what gay, that there won't be, that it is a takeover
and it is not the same, but | am hesitant in takivag on board.

Mr GUTWEIN - We have a transitional period and we would hibyae the business would
work cooperatively with us through that period tonimise any disruption should that arise. |
point to TasNetworks and Aurora and the change ffoamsend and poles and wires and the way
those two businesses were able to be transitiongd gomfortably, with no loss of momentum,
no loss of service and, at the end of the daygrifstant infrastructure program still continuing.

Ms RATTRAY - | could probably challenge you on that at anothime. It is not
appropriate now but if | asked somebody locallywhehat they might be able to do in regard to
TasNetworks, they will say, 'No, that's has beetsamwced now and we can't do any of that.'
There are some challenges around that.

Mr GUTWEIN - That is a method of either business procureraenbntracting as opposed
to a bringing together of an entity. In this cades thing that changes is the owner and the
attitude of the owner to getting things done.

MsRATTRAY - | appreciate the opportunity. Thank you.

Mr FARRELL - Treasurer, one of our witnesses stated thatslirgahas had its eyes on
taking over TasWater for many years. You mighe li reply to that. Were other options looked
at, such as a cooperative way to work through ieital government on a takeover process?

Mr GUTWEIN - In regard to other options, for nearly threergeahave been making the
Government's position perfectly clear; that is, ik that the business could do more. The
owners of the business continually resisted thafast year, when that decision was made
unilaterally by the board to do what | thought veagood thing - and | have said it publicly that |
thought that was the right thing to do at the tiniiecrystallised in my mind the thinking of why
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has this not happened before? Why hasn't the isppet investment and the appetite to get on
with the job been evident within the company?

| spoke with local government earlier this year audlined a range of options. We have
always been of the view that we needed to get din this. The point of the business being at a
crisis point is a valid one. It was only last yedrEstimates, the business itself explained the
assets it was responsible for were deterioratisgefahan they could be replaced. The Economic
Regulator's report indicated one-third of the platalvater it produces does not get used, it
disappears. |If this were a milk factory and it i@sing one-third of the milk it produced, you
would shut it down.

These questions have been raised by regulatorsaftearyear. |1 am sure you have copies of
these, but the last couple of EPA reports from et two years, the last two Economic
Regulator's reports, | am happy to leave them wailn |1 have marked up the statements and the
parts of these reports whereby the regulators woallly make the point progress has not been
satisfactory.

After a period of time urging local government asners to do more, then it being
demonstrated by the board in the absence of th@fldcal government not to do anything. That
something more could be done crystallised in ourdrand we needed to get more investment
into the sector. We talked to local governmentudlvehat those options might be. They had no
appetite to do more themselves and so the staergoent decided it needed to.

Mr FARRELL - You have mentioned the legislation does notvalfrivatisation of the
asset. Have there been any approaches made Botlernment by private operators who are
keen to take on the TasWater and sewerage?

Mr GUTWEIN - Nobody has turned up with a proposal to buy Ta®/V There has been a
lot of interest from those in the industry sectokéany of them currently do work for TasWater in
regards to what we are doing. We have made ieptyfclear that the provision of potable to a
household and its sewerage services is somethatghiould never be privatised.

Mr GAFFNEY - Treasurer, you have mentioned that for neanlgelyears you have been
raising the question about TasWater's role andtimmc Could you provide us, please, with the
first piece of correspondence or media report wigetementioned that? TasWater itself has only
been in existence for four years? Here we haledglfng company coming together in 2013 and
you have mentioned 'nearly three years ago'. Uf gan provide that, not immediately, but at
some stage, that would be handy.

Mr GUTWEIN - Mr Gaffney, | have brought for the benefit oétbommittee all the public

statements that have been made. | engaged foktihdate 2014 with TasWater. The first public
statements are early in 2015 and then they rumgréor the last few years.

CHAIR - Are you happy to table that?

Mr GUTWEIN - | am happy to table it. The tab marked up isekation to the speech |
provided to the LGAT conference last year.

Mr GAFFNEY - It seems the Government believes it is far closé¢he state of the industry
than those who have been directors of TasWatertamadrporation. When you look at the list of
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those who are or have been directors it is an mehe well credentialed list. Indeed many still
have or continue to hold senior government boalekro

Does the Government believe it has more knowledge a deeper understanding of the
issues and the complexity than this group of higtdpable and experienced people? Does the
Government really think these directors would navéhacted differently if they considered the
sector was in crisis? You have mentioned the woridis', which directly reflects upon the
capacity of the board and | am interested becausardber of those members are still on other
government boards.

Mr GUTWEIN - To describe the circumstance the company isilaarisis' is fair. When
both the independent Economic Regulator and ther adfathe business itself, describe a
circumstance whereby the assets of the businesdeseeiorating faster then they can be fixed,
that signals a crisis. When Tasmanians have hadases of up to 50 per cent since 2010-11 in
the price they pay yet CPI has only been at arau&ger cent over that period, they are paying
well in excess of the cost of living increases odog and we are getting a worse environmental
performance than back in 2009-10, that is a crisis.

You would have to ask the directors on the boaeir tiews about the performance of the
business. If we, as a Government had been man#dgmgorporation and turning up each year
with an independent economic regulator report gayiaerformance was not satisfactory, it was
going backwards, and not sufficient investment,weeild have been held to account on a daily
basis in the Parliament. There is a crisis andvizaitever reason the directors of the business are
happy they lose a third of the water they produttesort of runs off the tongue quite easily -
25 000 megalitres amount of water lost. If yousdar the cost of employment, chemicals and
electricity to produce that water, yet one litret ofi every three the business loses, then surely
there is a problem there.

Mr GAFFNEY - You believe the skills of the board are not gembugh to be able to go
forward.

Mr GUTWEIN - Mike, what | am saying is you have to ask tharbdovhy these things are
so clearly apparent and why they continued to pagehds to the owners at the level they have.

Mr GAFENEY - Clearly the board will need to be replaced, @mbers. You said some
might go over. Why does the Government believeaih transfer the ownership and then
everything will be okay? That is the issue. Tfanshe ownership and we will not be losing a
third of the water. A broken pipe that comes outhe bay over here, do not worry the Liberal
Government will fix that. That was on Facebook d¢tiger day. | was quite surprised and amused
that a member of parliament would say that: ‘thauld not happen under the Liberal
Government'. How do you see that working?

Mr GUTWEIN - Mike, there has to be increased investment. t Tha given. As a
Government we are saying that we will get on witland will invest. We will accelerate and
bring forward the program. That is the commitmeetare making because that is what should
have happened over past years and it has not.

Mr GAFFNEY - Why was this not a policy? We often hear thez€doment had a mandate
to do this because it is a policy they took to20é4 election. You came out three years ago and
stated you did not think it was doing a good jdtowas not an issue at the 2014 election. Why do
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you not leave it to the 2018 election and haves ia@olicy issue there and have it as a mandate?
Why are you trying to push this through now andwait until after the next election? It is not
that much of a crisis, Peter.

You would have to agree, Treasurer, that 99.2 pat of the people in Tasmania get good
drinking water. EPA has discovered two Environraéminpact Assessments in the last two
years. The returns to councils were passed byaRaht in the last legislation, the dividends, and
those returns are used by councils to providedbtsther services. | always get the impression
when you go in the media on the attack that cosramié squirreling away the money and not
doing anything with it. We have heard from Holthrs morning that nothing is further from the
truth.

Why you are trying to push this legislation throughw? Why can't you let it wait until after
the election? Then it will be a policy issue.that a risky strategy?

Mr GUTWEIN - You tell me. | am sitting before an upper Housguiry. You tell me what
is risky. Something needs to be done about tfi@u can point to the -

Mr VALENTINE - The 0.8 per cent that cannot drink water?

Mr GUTWEIN - You can point to drinking water but you know tthtatook until last year,
with lots of public urging, before the board urdéially made a decision that annoyed all of its
owners, or the vast majority. Last year the baamtaterally made a decision because the owners
would not step up to the plate. You know thatis oo little too late. When you look at some of
the problems we are facing, if you look at the fatpry discharge of waste water and that since
2009-10 it has become worse.

Mr GAFFNEY - The guidelines have not changed? The EPAs haivehanged?

Mr GUTWEIN - If they have changed it is because that is fmydgpublic health reasons.
That is something we all need to face up to, theile be changes over time. | believe the
message you received from the head of the EPArgestés that it is not satisfactory, and that to
some degree they are taking a light-touch apprbachuse TasWater will not put the investment
in. That was the sense | took from what was regplortl will read the full transcript with interest.
| am not sure if you were there. The sense | had the EPA was suggesting things were not
satisfactory and they were not where they should bwill not say they were having to turn a
blind eye, but they are taking a very light-tougp@ach to some serious issues.

That is not good enough and we need to deal withA ithird of the water is just disappearing.
The equivalent of 10 000 Olympic swimming poolgidhkable water does not reach customers.

Mr GAFFNEY - If it transfers to the state government, whatetirame will you offer for
that to be fixed, that you will solve that? Younthyou have people around that will be able to
magically make that happen -

Mr GUTWEIN - Mr Gaffney, what | am suggesting and have mageifectly clear is that
TasWater has a 10-year plan. Upon taking ownershthem, we will accelerate the investment
and we will complete the final seven years in finde will deliver the 10-year plan three years
earlier than what has been proposed. We will aigest a further $300 million. One thing is
evident with TasWater's 10-year plan. | will pd@icontext; you would all remember Michael
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Aird when he was first speaking about these thivaysk in 2008-09. He said $1 billion-worth of
investment had to happen. There has been aboQtr#illdon to date, | think.

TasWater is proposing $1.5 billion over this cutré®-year period. At the end of that there
will be $425 million-worth of renewals backloggédtht they will not have begun work on. lItis a
$2 billion problem now.

Mr VALENTINE - Give them money.

Mr GUTWEIN - They have had the capacity to do something iiginteyears. They have
had the balance sheet to do something, whetheregganal corporation or as TasWater, and they
have not.

Mr GAFFNEY - With all due respect, Treasurer, the amount arkwthat has been
undertaken to get them to that point in the eiglarg has been exceptional. As the Minister for
Planning and Local Government, | am surprised yould/ use that approach and say the local
councils have not been working together as a gnogwing from what they had in 2006 to 2007
to what they now have in 2017.

TasWater presented to us here earlier and hasiveryughly set out documentation of what
they have been doing and where their 10-year waikde. All we are hearing now in the last
15 or 18 months is that a few people have spokemtioabout not being satisfied. We saw the
member groups, the THA, the Property Council, tiiCT, come out to say they are not satisfied
with one aspect, perhaps it is trade waste, ang #ne the people you regularly roll out to
reinforce the Government's position.

What worries us is the minister of the day takimgb@ard political persuasion about projects
that may need to be put into place: Macquarie tPddameron Bay or the Tamar River.
TasWater is at the stage that they could do atl tied they do not believe they are a priority.
Under the new bill, you, as minister or ministeittod day, will be able to say this is a prioritydan
this is where our funding is going to go. Thad isoncern.

Mr GUTWEIN - We have made it perfectly clear that we willeecate the current 10-year
plan and that those additional projects sit outsiiethat. We have added an additional
$300 million, which can either be used for furtkeark on the backlog of renewals or could be
used to begin work on those projects. We havesanei here. | find it perplexing you would
argue for the status quo. The independent regsldtave explained, and | have marked up the
documents so you have them available, that theigrpss has been unacceptable. We have not
had the outcomes we would like. We are going bacdwn many cases. If that is not an
argument for increased investment and a new wayaial, | do not know what is.

Mr GAFFNEY - My last question. We received information frahe Australian Water
Association yesterday. They were worried aboutgieernance structure and your potential to
consider the advice from the Economic Regulatograpage 16 of your report. You can reduce
the percentage return after considering advice flareconomic regulator. That was a concern to
the AWA. You, in your capacity within this framevwo have the ability to determine the
Economic Regulator's input or to consider his aglvic

Mr GUTWEIN - The price setting: let me provide some backgdouThis is the advice |
have, to set your minds at rest. First, you urtdadswe have a similar price setting arrangement
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with the MAIB, which has worked very well. We haseen premiums held at their current levels
and a very good outcome for both customers andotisiness. What we are talking about is
similar to models of price regulation in other esaand territories.

In Western Australia, there are three governmemntamiwater corporations established by
legislation. The Western Australian governmentiewe and sets prices each year, which are
prescribed in regulations. In South Australiacesi are regulated and are set by the economic
regulator, the Essential Services Commission. Whwking the price determination, the
commission must comply with the pricing order isblny the treasurer. Prices in Victoria and
New South Wales are set independently. They hawaigar system to us, but this is not unusual.

Western Australia does it, South Australia doesnd we currently do it with MAIB. The
beautiful thing about the process we have outlisetthat it will be transparent. There will be a
prices investigation over a period of time. Thdt ae made public and the government of the
day, the treasurer of the day, will set the prind & will be transparent. If there are things you
the sector or consumers are uncomfortable withillitbe a fully transparent process.

Mr GAFFNEY - Thank you.

CHAIR - We were asked this morning if the state Govemtnkeow what they are getting
themselves into with TasWater. That might be ed#@ng.

We had the THA join us to clarify their thoughts tnade waste. They were of the
understanding that the Government might be ablehtmge the goal posts and | am sure you
cannot. Could you please elaborate on what chathges would be for the different people who
have raised concerns if Government were to take?ove have had a few small businesses,
takeaways and bakeries, concerned with what theypaain. Can they put a grease guard in or
whether they could put something else in to meetréguirements of the regulator? The EPA is
happy with putting a grease guard in, but they raoe sure whether that meets the regulator
concern.

Mr GUTWEIN - | have been very concerned with the trade weistemstance. When you
hear of businesses that outline reasons for closirmypd there were two very well-known
businesses in Launceston that recently closed -obtiee reasons they took into account was the
fact they had to invest in a grease trap; theyctaot afford that and then they closed.

| do not believe TasWater should put any busines®bbusiness. | have been hearing that it
has not been prepared to engage in a collabonafyewith businesses and become an enabler of
business as opposed to an inhibitor.

We have said that we would like TasWater to stagp darrent process now and to engage
with business to look at what other alternativehtedogies might be available. | have spoken
with the EPA on a couple of occasions about this lamm comfortable that the EPA is satisfied
that as long as the outfall into the system isté@and meets appropriate standards, the EPA
doesn't mind what actually treats it. It just veatd be assured what is going into the system
meets acceptable standards.

| have heard of small businesses that have lookdteaGrease Guardian or other technology
that is available and has been recommended byrdlieg engineers or plumbers, when faced
with a $15 000 cost for a new or larger grease, tnapd been told that for $1200 to $2000 they
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could put one of these alternative technologieand get the same outcome. We have to be
flexible to work with businesses to arrive at thesare sensible outcomes. It does not seem that
difficult to do that.

| picked up one comment from one of the people wiag here this morning saying they
heard TasWater say some of its staff might have he@rzealous' - | think that was the word.

There are a lot of businesses out there feeling ané/ have the one option, albeit they have
been provided with some time to look at that optiahen provided with cheaper alternatives
that can produce the same outcome, they are vesirdted they are not able to get more positive
outcomes.

CHAIR - Thank you, | appreciate that.

Mr GAFFNEY - On that point, this is where it is a bit intédneg. We have been informed
by TasWater that trade waste is the biggest siogiatributor to sewage treatment plants’
non-compliance. You come in here and argue, jabtif, that because they are not compliant,
they are not doing their job. The national apphoescwhat TasWater is using now to fix the
problem and then, suddenly, you say it should He &b massage that and come to a better
arrangement. In saying that, they are still ggonge non-compliant. That is an interesting one.

Mr GUTWEIN - Mike, | didn't say that and | can't understamavhyou heard that. What |
said was: in discussions with the EPA, it is coned with what the outfall is, what is actually
going into the system. Regarding the technologyluse treat that wastewater, | think there needs
to be a degree of flexibility. If there are cheapptions that businesses can use that will provide
the same outcomes into the system, then | caneot/kat the problem is.

Mr GAFFNEY - TasWater said about 2000 businesses compliedirariiat they had
10 complaints. That is interesting. Now there H5680 others it still has to get to. Some who
have been presented to us do have issues butyifdtheot pay for that, who does pay for that
creative solution to their problem and issue?

Mr GUTWEIN - Mike, if a business is faced with a $15 000 dosta one-size-fits-all
grease trap and can do something in line in thesiress with a Grease Guardian or some other
type of technology at a much cheaper cost buttiVide the appropriate level of treatment that
meets the standards and regulations set, thenisvhabng with that?

Mr GAFFNEY - TasWater said they had a Grease Guardian in sbrtiee places. It said
that was the solution for some of those issues.

Mr GUTWEIN - The point | am making and members around ttbkethave heard from a
lot of businesses that have not been able to Hmatesort of conversation with TasWater, and that
is troubling.

Mr VALENTINE - TasWater, if | can come in here, understandsttiteaGrease Guardian
exists and can provide certain solutions at cettaias but it has to be maintained properly. They
have to make sure that those other facilities Weahout that might be a slightly cheaper option
are actually going to work. Listening to them thisorning, they were saying they have
considered some of those aspects but what occting &ottom of the line is the real issue. That
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is where the EPA is down on TasWater to make gurekes its plants compliant. The only way
it can make its plants compliant is to make suesféitilities upstream are going to do the job.

Are you sure you understand how deep some of threddems and issues are when you want
to take over? That is the big question | haveis B complex thing. You would have to agree
with that.

Mr GUTWEIN - The grease traps and trade waste is one issud, is symptomatic with
some of the challenges that businesses feel theywigh TasWater.

In regard to the solutions that | understand amglavie, what | know of them and from the
discussions | have had with the EPA, the effluéntcan call it that, the wastewater that flows
into the system would be treated to a similar stashés that which would flow out of the grease
trap. My understanding of some of the technologigkat if you do not appropriately clean them,
then it backs up into your own business and theeejou have a real incentive to make certain
you are keeping on top of the filtration arrangetribat you put in place.

The point that businesses have been making to megird to this is that, in many cases,
they have not even been able to have the convensaliout alternative options. It surprises me
that they have only had 10 complaints because hsauare you | have had more than that.

Mr VALENTINE - Is changing the ownership going to necessarytat? It might give
them some comfort in the short term but in the lergh they may still have to put the facility in
because the EPA regulations require it. Are yoiungydo see the solutions being able to be
brought on line any faster?

Mr GUTWEIN - | would have thought, from what | understand w@bsome of the
technology that is available, that you would beeatd implement that in a business in most
instances quicker than what you could a grease texpainly in some of the locations that have
been proposed. | can only speak about direct tegdthat | have been getting from businesses in
regard to these issues, and they have been fretrdtdo not know whether you have had any
representations.

Mr VALENTINE - We have been through it. | remember years dgenw was mayor we
had many issues with trade waste. | can undergtengroblem from top to bottom because we
have had to deal with it. | guess the questidrois fast you can make this happen.

| heard from TCCI representatives this morning, velaad fast-tracking can create a boom
and bust cycle. They were not in favour of the-temcking. They did not want to see that
because of the fallout in the industry that you epdwith a boom and a bust. Do you have a
comment on that?

Mr GUTWEIN - | do. In our submission, we model the infrastiwe spending that is
occurring across the government businesses, thergjegovernment sector and the increased
acceleration that we are looking for from TasWateam convinced, and Treasury has provided
an assessment of this, that our economy can dtaimlfiact, it would be good for the economy.

One of the things that we have is a very strongeggngovernment sector infrastructure
program over four years. In the next couple ofrged is held up at around $650 million as a
result of the Royal Hobart Hospital. That will cenoff. From the point of view of our
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infrastructure, we have a target that we will is® spending to about 20 per cent above the
long-term average but it will still come off frorhdse highs currently. There is space within our
economy for this to occur.

The other thing is in regard to the way we havecstred our infrastructure plan. We
accelerate the current 10-year plan and complateiriithe five years post taking them over next
year. We then ensure that there is $100 milliochegear for additional investment for the
following three. That also provides the space ltwking at what the solution might be for
Macquarie Point, the combined system and Camerags Bhe combined system in Launceston
has gone round and round for decades.

CHAIR - There were 9120 houses.

Mr GUTWEIN - We have put in place a task force where, by siimas, based on the work
already been done and solutions already been dffgeswill receive recommendations from the
task force led by Infrastructure Tasmania as totvihdhe most appropriate way forward. We
will be able to then strategically lay out a plando that. That has not been done before, but
already we are able to reach into that space

CHAIR - | have been approached by a couple of employébsconcerns if their jobs would
be safe if there is a takeover; whether the cumeshindancies would still be in place or whether
the Government would look at changes. | appregiatelooking at a different board structure,
but with regard to administration and managementllav everything else be staying the same?
Would the current employees be the same and therturedundancies would still be in place?
That has been asked of me by concerned peoplengorkthin TasWater.

Mr GUTWEIN - The clearest statement | could make is no engglavill lose their job as a
result of the change of ownership.

CHAIR - If there are redundancies in place that willtoare, there will not be changes and
will be looked at later down the track?

Mr GUTWEIN - The current business is working through whatg@regrams and managing
staff as it sees fit. The Government is very clasut this: there will be no job losses as altesu
of the change of ownership.

CHAIR - So it is board structure change?

Ms RATTRAY - It has been suggested Tasmania has not hadupmpprs for water and
sewerage infrastructure reform from the federalegoment. Perhaps because all the water
money has gone into irrigation while certainly veeteed, is why we possibly missed out. Do you
see any better opportunity for sourcing some funais the federal government under any new
model?

Mr GUTWEIN - There will always be opportunities for us to wawith our federal
colleagues to get grants for a whole range of thiagd | see the opportunities in water and
sewerage.

| have heard there have been some comments madeh&overnment did not try to get
money out of the federal government last time awbdred the university. We had money in the
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budget for the university from 2015-16 on and &t ltkst federal election the federal government
was able to make its commitment and we were abheatich it with funding we had.

In regards to water and sewerage we took forwaggpthn Miles Hampton had proposed for
$1.8 billion. To explain it very clearly two thiaghappened: one is we had a $500 million
writedown in GST before the budget of 2016-17 aredh&d to manage our way through that.
The flexibility we thought we had no longer existed spoke to a number of ministers and
colleagues on the other point made by the fedenatmument and to put it bluntly, you are asking
for $300 million for TasWater over a 10-year perind the owners are going to take $300 million
out and dividends over that period. It sounds éike an ATM.

Ms RATTRAY - What would be different if you are going to gigeuncils a dividend for
the next seven or eight years anyway? Wouldn'tetieral government say, ‘well, do not give the
councils a dividend; fund what you need to outhef funds'. How will it be any different?

Mr GUTWEIN - The key point will be with one owner, rather th29 to deal with, the
federal government can have the confidence if item® invest, that that money would be
invested with state government support if necessénmyake the point, post the federal election
cycle, there has been no appetite at a federal readditional funding. Their budget
circumstances, as we all well understand, is natrasg as Tasmania's in terms of surpluses and
bottom line. We had to either kick the can dowa tbad and say the feds will fix it, or we can
get on and fix it ourselves. We have taken thevwie need to get on and fix it ourselves.

Mr VALENTINE - It is virtually one owner now though people kesgying 29 owners.
There are 29 owners but they have a single modelbam shareholders. It is operating like any
normal shareholder company would. The 29 ownemsaly a bit of a furphy in that sense?

Mr GUTWEIN - The 29 shareholders all have a view. Let uslear, even in terms of this
they are divided. They do not have a uniform pasit

Mr VALENTINE - Divided? There are only four that have not leaci.

Mr GUTWEIN - That sounds like a division to me. It is notanimous and you well
understand that. | urge you to look at the evidenaespect of the independent regulators. What
we want to do is get on with the job and fix a peob costing Tasmanians more and they are
getting poorer out of it.

Mr VALENTINE - Thank you.

CHAIR - Treasurer, thank you very much for the submissiod for coming in. It has been
appreciated.

Mr GUTWEIN - Thanks for having me.

THE WITNESSESWITHDREW.
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Mr ALLAN GARCIA, CHIEF EXECUTIVE OFFICER, ANDMs ALISON TURNER,
DIRECTOR INFRASTRUCTURE, REVIEW AND EVALUATION, DERRTMENT OF
STATE GROWTH, WERE CALLED, MADE THE STATUTORY DECLRATION AND
WERE EXAMINED.

CHAIR - Welcome and thank you very much for coming aloddl evidence taken at this
hearing is protected by parliamentary privilege bo¢mind you that any comments you make
outside the hearing may not be afforded such pgel A copy of the information for withesses
is available if you have not read it or are not @enmaf the process. The evidence you present is
being recorded and theansard transcript will be published on the committee websvhen it
becomes available.

If you would care to make a short statement to yswvmission and then we will have
guestions afterwards.

Mr GARCIA - Thank you. Our submission provides a covergttet with an update to a
report we did on the acceleration of the TasWategqam. | will speak about the covering letter
a little later.

There were two parts to our investigation. Thestfielement was the re-profiling of
TasWater's 10-year capital plan as per its 1Jgn@@d7 10-year financial plan and the
identification of risks and constraints to achiewrey acceleration. The re-profile was a desktop
exercise to bring forward three years of expenditwithout creating issues with project
sequencing and delivery of capacity. The risks aodstraints piece was informed by
consultation and engagement with industry partidipand experts. That included both local and
national parties. There were some who work folMVaier, some who worked with TasWater in
the past, and some who would have liked to be wgrkiith TasWater. We tried to be balanced
in the responses we got. They ranged from engimgggpure contracting and consulting firms -
the various layers of procurement in relation teWater operations. We also consulted with
firms with extensive experience in the Australiaratev industry and who also operated
internationally, and other firms with extensive expnce managing and delivering large capital
programs.

Our consultation led us to conclude that accelenais possible and there are precedents in
the water industry and other industries. We acKkadge that in our analysis we did look at other
water industries, and we appreciate that thereddfering levels of maturity in that process.
Again, we were trying to find like-for-like compadns and benchmarks. There are so many
important fundamental things that need to be camsil carefully; for instance the delivery
model, the procurement strategy, the engagemehtiadiustry and the provision of information
and certainty to the supply chain. The feedbadkcates that industry has some current issues
and frustrations in all of these areas.

We have engaged pitt&sherry to review our work #mely supported the findings we had.
They were engaged as a local firm with extensiygedarnce in the industry. They are a firm that
presently is not working with TasWater and we wseeking to find someone who was, if you
will, independent from that.

The update was provided in recognition that we intetpreted some of TasWater's data in a
particular way and made some assumptions, parnigutalating to capitalised interest and
programs. It was not fully articulated in the Jugport. The update that we provided to you
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seeks to provide some additional context on thos#tems. In large part, we treated capital
interest in a particular way and we deviated friwe 10-year numbers associated with TasWater.
What we sought to do in the update was to brindpatk to the TasWater numbers and
demonstrate how we would treat capitalised intdreparticular. Hopefully that clarifies it but if
you have any questions on that, we are more thppyhta respond.

Mr GAFFNEY - You mentioned the pitt&sherry report. | willag a section from it and am
happy to hear your response. The Government laamead that pitt&sherry has endorsed your
report, but pitt&sherry say -

The plan is reasonable but with a significant cgvgaven the amount of
information provided while warning that the plamist without significant risk
and underscoring the importance of planning appsosad scoping.

Then they say -
... which takes significant effort and resource ptmdelivering the works.

Would you call this a ringing endorsement? Oudt jthat pitt&sherry, as they would want to
be, would be guarded? Yet the Government has couteand said that it is a ringing
endorsement of it.

Mr GARCIA - | suppose a 'ringing endorsement' is hard, Mithathink what pitt&sherry
have professionally done is indicated that, with #tcess to the information they had available,
their view was it was a reasonable proposition thatprogram could be accelerated. What they
did not have, and what we did not have was acae#fsybu will, was the pure data. We were
really operating off publicly available data. Irovl those projects were delivered and the
sequencing associated with them, we made variosisngsions as to how we thought those
projects would come on line, the planning that widog required in advance of that and how they
would sequence beyond that.

In fairness to pitt&sherry, they have looked at #ssumptions we have made, counted over
the top of that and said: on the basis of whasee and what we know, the assumptions appear
reasonably fair. On that basis, they could endtredact that the acceleration was possible. Is
that a fair summation?

Ms TURNER - | might add to Allan's point. In the informatidhat was available on the
10-year capital plan, we were going from a lispadjects and programs without any detail about
what is involved in each of those. | think thatwkere pitt&sherry are coming from: to say,
without having detail on each specific project amdat is involved, the extent of works and
planning and the current status of each prograimjgtihe best we can do at this point of time.

Mr GARCIA - Since the publication of our report, TasWates heought forward projects
we would not have anticipated would have been dorté some years' time. They have their
program. It is not year 1, year 2, year 3 throtglyear 10 absolute. Clearly, as opportunities
have arisen they have brought forward projects. hatee had a bare piece of paper. We did not
consult with TasWater, for obvious reasons. Yeast is the basis of that, Michael.

Mr GAFFENEY - Okay. Your report makes a clear statement thatonsidering the
speeding up of the TasWater capital program, thee@wnent told you that your report was to be
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based on the presumption that there was no finkcoiastraint. Do you consider such an
approach as an appropriate use of taxpayers' money?

Mr GARCIA - | think so, in the context of what that finadat@nstraint means. We were
judging that to be in the context that in orderptocure the program there may be means by
which you have to adjust the way the organisatiorthe business operates, whether that is
processes or procedures or personnel or systemwasl not about throwing more money for
capital at projects. It was more about the wawlich you procured the delivery of the program.

If we were constrained by the current resources aurrent element that is at TasWater
without looking at what best practice might be tiver that project, then | do not think we
would be providing the right advice. In going tegple who have expertise in the procurement of
these types of capital programs and some of thes way would deliver, our belief was that you
would have to adjust certain things at TasWatere 8 not name up pricing but that would
come at a cost.

Is it a good use of taxpayers' money? The impottang is, if it delivers the projects on
time or quicker, that then allows you to put younding into other projects, then | suggest it is a
good use of taxpayers' money.

Mr GAFFENEY - Your report suggests that the EPA is too riskrag. Surely, from the
position of Tasmania's clean, green image, you evant the EPA to be risk-averse? You sort
of said that through your report. Isn't that wyat want?

Mr GARCIA - | think the issue here is, the important thingthe EPA and TasWater is to
work together and work early, and to get a goodeustdnding of the process. | think there is
frustration possibly on both sides as to how tle&tionship has worked. | think the EPA would
prefer to have an earlier knowledge of what ithattTasWater is going to deliver and how it
anticipates to deliver. Once you are going dowraek, is that the path you are going to stay on?

This is a space where innovation is possible. Yéenat suggesting that the EPA become so
risk-adverse that we just go down the experimelm&. The risk element is probably more
around the relationship. We are not saying thatERA should throw away our clean, green
image or take a huge risk but the reference artimdelationship and how they work together is
probably the more important component. | will péssAlison because she has had the most
engagement with that process.

Ms TURNER - | would add that we have not had feedback thattltcomes from the EPA
approvals-type of process are wrong in that sehsemore that we have had feedback around the
time it takes to navigate the EPA approvals prace$bat might be caused by a number of
reasons. In discussion with the EPA it has salthtt some documentation issues between it and
TasWater. They have now entered into an MOU totdryprogress some of those things.
Outcomes aside, if you want to accelerate the progthe time it takes at the moment to navigate
the approvals process might be a constraint tceasty that.

Mr GARCIA - It is based a lot on the feedback we are geftioigp the players involved in
these processes that there appears to be suchgatitoa in the process. Should the EPA
compromise on the outcome? No, probably not. Bhee look at a more efficient way to make
the system work? Probably so.
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Mr GAFFNEY - From a distance it looks as though local cosnaitd TasWater and the
four corporations that started it have navigateahid done the hard yards. When it first started
up, there was a whole raft of issues they had &b @#h and then it went to TasWater and it has
been in existence for three or four years. It gasiing runs on the board; compliance is quite
good. There are some issues with the EPA but th@ve been two environmental infringement
notices in the last two years; it is working thrbupose. It has a 10-year plan that is manageable.
It has stayed within its remit. The return to coilswas legislated and passed by the parliament
and yet that seems to be thrown in their faces.y @fle they taking a dividend? Because they
deserve a dividend and it is less than 2 per dethieorevenue.

With all those things, | can understand why localrils are feeling they have done all this
hard work and now, when they see that it is heautrige right direction, the state government of
the day comes over and says, 'We are going taottaker now; we have had a few complaints'.

Mr GARCIA - Staying within my remit, Mike, my remit is thete provide a report on the
acceleration program of TasWater and whetherpsssible. The answer is, our report believes it
is possible.

Mr GAFENEY - Thank you.

MsRATTRAY - Can | take you and Alison to the risks and a@msts in your submission?
The TasWater representatives were challenged dbeutme it takes to roll out projects. They
gave examples of where it gets started on sometndghen something else comes up and it has
to stop, reassess where it was going for a moreeffestive outcome, and the like. Do you see
that could well be an issue for any other entityweadl, that you might think that you have a
project ready to go, get started and then the whiadll off, something else comes up, you find
unintended or undiscovered consequences?

Mr GARCIA - In fairness, Tania, that is business as usualtanduld be silly to accept that
a change of ownership is going to overcome thdte feference to our delay factor comes again
from the feedback; the feedback being the lengttinad in the procurement process even once a
contract is granted, the time to get started onogept. We have had feedback from contractors
having to forgo other tasks, waiting to be put iptay and it has not come, and then they may
have missed out. They may have even arguably sdaghithdraw had they been able to do
something else. What you say is valid.

There will be issues arising, whether it is an egaacy or a disaster or a higher priority issue
that comes up and of course you are going to hawehange business as usual. That would not
change under a change of ownership. That is noteference here. Our reference here is more
the feedback and the frustration from parties -jast contractors but consultants as well - about
being involved and working through a process, hgwtingo a long way back and go again. That
may be new data, it may be new information, it rbaya new circumstance, but | present to you
what has been presented to us: the level of &tisir about the lengths of those delays.

Ms RATTRAY - That brings me to my next point. In relationuging external contractors
from outside the state, we also challenged TasWatdhat. Most of us have heard complaints
that locals miss out on the tender but end up rggettine work under a subcontract. They are
effectively doing the work and yet they were nobgenough to give the tender to; somebody
else takes the cream and does not do the work.inférenation given back to the committee was
that they are building capacity within the Tasmantammunity around that. | am interested in
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your feedback given that you did speak to someho$d contractors who probably shared the
frustration that we have heard of as elected mesnber

Mr GARCIA - It is a really hard one. In the consulting sp#tere would be many who
would say they would like to have the opportundybuild their capacity at the level rather than a
sublevel in the contracting space. This is noew phenomenon. We have the same problem in
the roads area where locals are beaten by a mdintarcern, a bigger concern, and then they find
themselves subcontracting. Itis not a new phemomén Tasmania.

There are ways you can go around capacity buildivigu can do capacity building in a very
overt way. You can engage with the industry, yan bring the industry in, you can share the
knowledge, and you can build the knowledge. Or gai put things to market and hope they get
a fair swag. Again, the feedback is that perhagsrelationship with industry has not been as
close or as team-building as the industry woule likto be. Those that are winning work - |
won't say they are few and far between, but thaghinibe a greater capacity for competitiveness
if there were a more overt relationship with indyst

MsTURNER - | think that is right. Following on from thabere are two aspects to having
more certainty or transparency around a forwardyam of work over a longer period of time.
From a local industry perspective, that allows thienmake decisions about when they might
want to gear up, potentially. Equally, we havertelmom some of the national players who
operate in this space that giving certainty to slwpply chain and transparency around that
forward program of work is essential to succesgfdélivering a program in a cost-effective way.
The more information you can provide earlier, tieédr for the overall delivery of the program.

MsRATTRAY - Can we touch on the workforce? Do you seettiexe will be that reform
fatigue that was referenced in the report? If gfuss forward and government does take over, do
you see that that will be an issue? Or do youkihéis the Treasurer said, not much will change
except that there will be that acceleration of gectg and more money coming in, with strong
government support? Do you see that being an?ssue

Mr GARCIA - The Treasurer can speak for himself on that.
MsRATTRAY - He did.

Mr GARCIA - He did, but for the activity we talk about, teewould be a sliver of the
organisation that would be impacted more by whataveeproposing in terms of the acceleration;
with the procurement piece, the contracting pieng eertainly the service delivery piece there
would be people affected. Is it reform fatiguejit just a new process for delivery? | am not
sure. We all go through change, and this organisdias probably been through more than most
in more recent times -

MsRATTRAY - The Education department might argue it hasitsa@ir share.

Mr GARCIA - Sure, and Health might as well. With the piaeehave had to provide, there
will be an arm of the organisation that would comreler scrutiny in terms of the mode of
operation currently but, like most organisationsy yvould probably treat this as, for want of a
better word, a business improvement activity. hat regard, everybody should be endeavouring
to get the best out of their organisation. Astte hotion of reform fatigue, this is not about
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reform. This is about getting a better outcomedoInot think that is reform. That, to me, is
business as usual.

Mr VALENTINE - In reading your front letter, there is a whokmap of observations made
about the data you have used and where you anagdttirom and all those sorts of things.
Sewerage and water is a very complex area, as gailoanbt have come to understand through
previous iterations of your life. Is it possiblar fyou to give some degree of understanding as to
how achievable this is in the time frame that i;gegut forward? What degree of confidence
can we have in this report before us? Is it 95ceet? Is it 75 per cent? Where would you place
that line?

Mr GARCIA - Rob, we have not put our finger up in the aittma lick and hope it might
happen.

Mr VALENTINE - It is more than that.

Mr GARCIA - We have consulted with people who we believeehaore expertise in this
area than us. It is complex in terms of the typproject, the size of the project, the sequencing
and reliance of certain projects. All that asithe, advice we have had is that looking at what we
understand to be that 10-year program - | will iy be castigated later on - | would say a 90 to
95 per cent certainty if you want a number. We Mdoe in that order. On the basis of the expert
advice and the input that we have had, we woulatdrdident that the delivery can be there.
Remember we make some assumptions here and | deanbtto assume that number away. We
do make assumptions about the fact that you wi¥eht change the organisation in how it
currently operates. Given the fact that you doiptat place the things that are required to be put
in place in procurement, contract management andcsedelivery, the likelihood of that being
achieved goes much higher. Do not do those tlangst may not happen as well.

Mr VALENTINE - | appreciate your honesty there. Obviously, yawe a job to do and
you have done it to the best of your capacity whthresources you have available to you.

This morning TCCI representatives made a stateriet'fast-tracking can create a boom
and bust cycle' and they do not support the fasking component of this. They support the
overall takeover but they do not support the femtking because of that boom and bust cycle.
Do you have a comment on whether that is a reakifisat needs to be considered, or do you see
it as one of those lower-level concerns?

Mr GARCIA - Knowing this sector as | do and | have overldst decade, | do not think
there is a bust factor in this. It is all boom.eWhow what has to be done over the next decade; if
we make that happen in seven years and we havegbarces available to do it, we know that in
the three out years we still have the same anpegids so the boom does not stop.

Mr VALENTINE - Itis just on the backlog. Is that what you &al&ing about?

Mr GARCIA - Yes, so you can then turn your attention to soifme other backlog issues
or some of the strategic issues that need to lodvesk | get the fact that if we were accelerating
for, say, three years and then we were not quite after that. We are saying there would be a
consistent ramp-up over seven years but we wouildipate eight to 10 years and beyond would
stay at the same sort of levels. There may begatdrop-off but | would not anticipate that.
This is not like injecting money into, say, a hawgsindustry to get us over a hump or to get us
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over a hollow to create a hump. This is basically0-year flat-out spend to catch up to where we
need to be.

This is not a boom and bust sector. This is a btmma decade and then, probably in about
year five or six, you would be seeing what you wddolok like 10 years out, and it may come off
because ultimately we should reach a threshold eviefot of the back work has then been
completed.

Mr VALENTINE - Thank you.

Ms RATTRAY - | am going to ask a question that | have bearkithg about for a while.
You may not be able to answer it, or may choosdmots there any need for an alternative entity
to be a GBE? Could it just be a department andawe a lot of money? If there is a plan of
projects, do we actually need a board to over&edtiis a significant amount of money. That is a
criticism | have heard around the traps - lookhatdost of having that board. If you are prepared
to have a view, does it need a GBE or can it bepadment?

Mr GARCIA - | am happy to have a stab. What the board shanihg to the organisation is
that we are talking about the utility and a comnaroperation. You want to have commercial
people running it at the executive level. What bloard should and hopefully does bring - this
board does and a future board would - is a levédusiness acumen that would add value to the
delivery. The GBE provides an arm's length retegiop with government. For those who would
be concerned about political interference, it wdudd

MsRATTRAY - About which there is a view.

Mr GARCIA - There is a view. It would be reasonable to mesthat that interference is
much less likely and more difficult in a GBE cortélan it is in a departmental context. In a
departmental context, fairly much the minister g@ervene or choose to advise or ask questions
about order and the like. In a GBE process yolehawigher degree of public scrutiny and a
higher degree of reporting. There is a higher eegf scrutiny, ideally through the parliament, as
well. There are ups and downs but for this typaativity it is a big budget. You would probably
want to put it in a place where the board was ost geen to be adding value but was adding
value; and you also have that accountability andh'sarlength from government in the
transparency associated with the delivery of tlog@mm.

Ms RATTRAY - Thank you. We heard this afternoon from theaSuger that the model
where government sets the pricing is quite evideotnd the country. That part of it is that the
government could set the price, just like he citddIB as being something where the
government sets the price and then the organiskiaks after it from there. If there is going to
be so much government involvement, do you necégsered to have that structure? | appreciate
the answer and | acknowledge that you have made seny valid points.

Ms TURNER - Tania, in the discussions that we have had whh capital program
management experts with extensive experience, égettkings that they have said to us as well
about critical success is having very strong gomece and leadership that sit over the top of
these types of programs. That relates to decisiaking and really allocation of roles and
responsibilities and allocation of risks. Thastie with Allan's points on leadership.
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Ms RATTRAY - We heard that from the Australian Water Assaeamtvho provided some
very strong evidence exactly in that line. | thbud¢would take the opportunity to challenge
somebody who has a lot of understanding and hisibbpth local government and where you sit
today.

Mr GAFFNEY - The minister or the Treasurer or whoever is goia have power -
governments can change every four years. Ministeange quite often because they go from
portfolio to portfolio. The one thing about whathappening in TasWater at the moment is there
is a consistency of the board members and the figlaigecapacity there. They are experienced so
there is some continuity in what they are doing amdwvhat they are aiming to do. The
government of the day could change every four ye&s the priorities of that organisation could
change. It says here 2024 and 2026 we could Wviagquarie Point ahead a little bit earlier
because it is one of the things we want down heithe south, or we could do the Tamar River
because that should have been done years ago adndynbas been doing anything. TasWater
said if they had unlimited and unrestrained finaee in the model, they could have done that as
well. They have been responsible managers ofuth@sfthey have had in an effective way.

| am still a bit concerned about having the bree§b out and change things. Will this work?
Don't worry about the money, but will this work?s Aou well know the first year they were
supposed to go into operation there was the cappuiy the Bartlett government at the time
which totally threw out their 10-year plan. So gowment interference has not always been
beneficial to that organisation. They are probaidyting to a time now where they are the
masters of their own destiny and then suddenlgtwernment of the day is coming around again
and making changes. | am concerned about the itapadeadership change and also unreserved
funding for projects.

Mr GARCIA - To your first point. The issue of governmentsamging, if we were
concerned in this regard with TasWater we would®eoncerned - and maybe you are, | am not
sure - with Hydro, Aurora and other GBEs that agerating. Governments come and
governments go. Ministers change. The boardsoichrange at the same time. | do not believe
| have seen in my time a government change andatmard of a GBE changed overnight. So in
terms of that arm's length value of having youorsgrleadership being your board of a GBE, the
minister can set goals and ideally provide the etgimns as councils do currently with
TasWater. The TasWater charter effectively is dasea GBE. Changing from government to
government, the opportunity comes around whenesddl hese are my expectations as minister -
or these are the government's expectations - amditls up to the board to make those judgments
as to how it can deliver it.

Any direction by the minister, the formal directjomas to be tabled in parliament and is
available for scrutiny. If you contemplate thetfdtat you are going to get a potential direction
from one owner and an expectation from one owneamatlevel that might be a bit easier than
having to balance 29 owners in an expectation levdeally that expectation is a single voice
because you have gone through your sifting in tegirming so that should not make any
difference whatsoever. You know and | know thasmle that room there are many people who
are the owners with a number of ideas about wiegt Would like to see.

| do not think in terms of putting it into a GBE d&l you have a circumstance where you
will necessarily obviate government interference anwvould cite the GBEs that exist at the
present time. | do not imagine that we are setfindikes of the Hydro, or the energy companies
and others, being dictated to by the governmentlaadninister of the day every board meeting.
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Mr GAFFNEY - Do you think the Tasmanian community should twecerned that the remit
of the current TasWater was to ensure that thekeewith the EPA and the DHHS to ensure
that areas of most urgency, or the greatest nbed|d be dealt with first? They had to prioritise
where they spent money, what projects they undkrtd®o you believe if that is the case going
into the future that TasWater has said there isie®d, for example, on a safety EPA value for
Macquarie Point to have any more than a bit of ig@pEent on maintenance because it is doing
the job that it is supposed to do?

One of the concerns is if the government of theataye minister says, 'this Macquarie Point
is a very big item for us so that has priority' @awie of these other ones that TasWater had to
look after as their remit will be put on the backier because that is more important for the
government of the day than some of the other istu@shave been identified beforehand. |
suppose that is one of the concerns that has laésedr that this is just a smokescreen to be able
to get those couple of projects up and running.

Mr GARCIA - The Government has stated that Macquarie Pesiat30-year vision and in
that horizon you would anticipate maybe somethirguiel happen to the Mac Point treatment
plant. | am very much aware of TasWater's positiaat this is a plant that now is operating at a
level you would say is all but compliant, if notngpliant. They have invested the funds. There
has been some changes of operation up the streaerms of Cascade, in terms of the old
tannery, so the trade waste is not going to whesas so it is a much easier task for the treatment
plant. ldeally it would be a good thing to havaway from Macquarie Point to allow that site to
reach its full potential. In future, a businessecenay demonstrate that that is a good scenatio. A
this point in time the business case does notatefitet. | think its time will come potentially bu
at the moment | am very much aware of TasWaterStipo that it is a plant that, with an
investment on management and maintenance for tkiedeeade, potentially two decades, from
their perspective it is a valid operational element

Mr VALENTINE - | was checking out the table just in front o€ tketter and | found a
couple of mistakes in the tables so | am not surether it is the Excel spreadsheet's problem or
what. Itis only small so | guess it is not gotognake too much of a difference.

Mr GARCIA - If you would like to question it | am happy toopide you with some
information out of session. More than happy.

CHAIR - Thank you very much for coming in and thank yeuy much for your submission.
Mr GARCIA - Thank you for the opportunity.
Mr VALENTINE - It was about $3000 out, Allan. 1just thoughtduld let you know that.

Mr GARCIA - Thank you.

THE WITNESSESWITHDREW.
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Mr BRIAN NEIL WIGHTMAN, EXECUTIVE DIRECTOR, TASMANIA, PROPERTY
COUNCIL OF AUSTRALIA AND Mr ROBERT STEPHEN ROCKEFELLER,
TREASURER, PROPERTY COUNCIL OF AUSTRALIA, WERE CAHD, MADE THE
STATUTORY DECLARATION AND WERE EXAMINED.

CHAIR - Thank you very much for coming along and fortimgt your submission in. The
evidence taken at this hearing is protected byigradntary privilege but | need to remind you
that any comments you make outside the hearingmoape afforded such privilege. A copy of
the information for witnesses is available if yoavh not read it or you are not aware of the
process.

The evidence you present is being recorded an#lisheard version will be published on the
committee website when it becomes available. UIf would like to make a short comment or
statement, then members will follow up with quessio

Mr WIGHTMAN - Thank you very much, Chair. | will invite Robéo make an opening
statement.

Mr ROCKEFELLER - When we started preparing for the presentatibrthe select
committee, | thought | would present the London rfpuics Report from 1995, various
submissions to the National Competition Councihfr@d000 to 2003, submissions to LGAT and
GPOC over the last 20 years, and various lettel@cd councils, boards of inquiry, as well as the
state government and House of Representativesisgpoodmmittees in Canberra. Then | thought
of a quote from Steve Jobs: 'Let's go and invemotrrow instead of worrying about what
happened yesterday.'

Personally, | feel that it is a sad state of affauhen major Tasmanian infrastructure assets
are being argued over by 'he said this' and 'yaltkat'. It has all become personal and political
The question that needs to be asked is: whattiseitest interests of consumers and the state for
the next five, 10 and 50 years?

That is the question, and that is what you, asdesadeed to ask yourselves. What is in the
best interests of the state and consumers? Wholdshe responsible? Who should be
accountable? If you were creating a new statef wioald the structure be? The experiment of
local government being involved in water and segerhas not worked. We have had it for
100 years. In the last decade, we have had foterwarporations, then three and now one.
There have been tens of millions of dollars of wasturred in this restructuring. The mission of
these restructures has always been to try to greésted and political interests without thinking
about what is in the best interests of consumef@emania.

Who has the financial capacity to fix the problem¥?ho has the financial capacity and
ability to fix the unforeseen issues over the nB@tor 100 years? It is time to finish the
experiment. The consumer has had enough, theoemvent has had enough, and Tasmania
needs a clear path. Does anyone today really thokg nothing and keeping the status quo will
result in these issues going away? They were sgopto 10 years ago, with the commitment
when the four water corporations were created. artssver is, they have not.

We have wasted 10 years because we did not havegtiteownership and accountability
structure, and we did not have the right regulategime. Selling assets or raising money from
third parties to fund infrastructure to private teeanonopoly providers is a recipe for disaster.
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You just have to look at the gaming by monopolywate business providers to see how the
consumer is being ripped off in the electricityteec

Thank goodness the state owns the electricity agséiasmania. When things go wrong or
investment is needed, the state can step in. Mberdnvestment in water and sewerage assets,
and particularly wastewater, is mind-boggling. mig opinion, the numbers will only be larger in
the future than what has been estimated by governighey always are.

The capital required in the borrowing capacity loé state will be needed to meet capital
shortfalls. There will be no dividends; there Wik no rivers of gold. The amount of capital
investment required will result in more capitalrgginvested year in, year out. They are never
paid in little miserly dividends. This is a furpby snake oil salesmen and needs to be dismissed.

Some may ask: is there a crisis? Our answerisoighyes, and it is on a few fronts which
might be different from the Government's perspectifhere is a compliance crisis. There is an
accountability crisis. There is lack of capacihdawillingness to spend capital and fix problems.
Above all, the real crisis is the pricing of waterd sewerage to residential users. There is a
philosophy of TasWater protecting revenue and gayud¢ine common residential user by having
high fixed costs and low variable pricing. The &y Council has been on the record, over
many years, saying the residential user is beimged off. There is a lack of will to price ETs
appropriately. The attitude and philosophy of ngamg the legacy trade waste issues and using
an iron fist with small- and medium-sized businesskat have little capacity to pay is
unconscionable. If any of you had to deal withWaser over the last 10 years, you would know
exactly what | mean. It is our opinion that theo@n would be far more understanding and a
compassionate owner of TasWater for all Tasmanians.

It is critical that you as leaders in the LegislatCouncil lead. We believe that you saying
no and just refusing the legislation is unaccegtab¥ou would not be leading and it would
demonstrate that you do not have the answers angustr road blocks. It does not solve the
problem of what is in the best interests of Tasmani the Legislative Council is not happy with
the changes or the oversight or the powers of thmestar in the legislation, then put forward
changes. Add in the Ombudsman, compliance reqgemé&ror requirements to come before the
Legislative Council twice a year.

There is only one issue which may be of concerandigg the reduction of dividends, and
that is how it affects low-revenue-growing councilBy 2024 or thereabouts, the major regions
where there is growth will have had a significardrease in their revenue base. Losing dividends
or dividend guarantees will not affect their busge Revenue from property taxes will more than
offset any declines and, in fact, the investmentagWater will only enhance the revenue. This
is applicable to areas like Brighton, Launcestorgv@hport, Burnie, Sorell, Kingborough,
Clarence, Huonville, Hobart, Glenorchy and Latrobe.

The areas which might suffer are the smaller cdsinaith low growth, such as King Island,
Flinders Island, Circular Head, the west coast,t@éhlighlands, Dorset and Kentish. These are
the ones which, in our opinion, the Legislative 8aushould be concerned about. Therefore
they may like to consider compensation throughrotivenues such as the Commonwealth Grants
Commission.
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In our opinion, the councils have been given a Wt of jail free' card. How long can
GPOC, the EPA, the government and the public tt#eren-compliance and price increases
whilst shareholders take up dividends and the uml@stment continues?

It is irresponsible for members of parliament, tegulators, to keep allowing this to happen.
This non-compliance by local government and assetiantities would never have been allowed
to occur if they were private sector entities oagueriod of decades taking up dividends and not
investing capital. The company and directors wolldve been fined and sued for
non-compliance. Brand Tasmania and Tasmania debetter. It is time to move from a broken
model with limited accountability to a model witltc@untability and the ultimate arbiter not
being the EPA, not being GPOC, but the electorate.

It is in your hands. As Steve Jobs said, 'Let'sagd invent tomorrow instead of worrying
about what happened yesterday'.

CHAIR - Thank you. The first question is from Mr Valieret

Mr VALENTINE - If we were starting off with a blank sheet, & & what you are saying
would make sense, but we do not have a blank shieett.us say we had a number of private
individuals who had put investment into certairrastructure and the government said, 'We want
to do this better. We want to come in over the aod create an organisation that is going to
deliver better services to the people of Tasmanidhat sort of process would you see being put
in place to make sure that you, as a private deeeJaeceived your value back out of what you
had created, which the government is now abous&® uHow would you see that being handled
by the government?

Mr ROCKEFELLER - There is a business today which is under-ingeste and
non-compliant. If I was the government today, Iwdforce the shareholders to put in the
appropriate level of money and comply. If they didt, | would put them in jail for non-
compliance. They have breached and broken theflamygears. Everyone in the political realm
has allowed it to happen. Whether it is the Envinental Protection Authority, the Government
Prices Oversights Commission, the Legislative Cdunghether it is Local Government
Association of Tasmania - everyone has been it.on i

The first thing | would do is make the people paththe money they have taken out. If you
go back you would know these businesses should Ibese ring-fenced. You know the money
was actually taken from the actual businesses.y Wege supposed to be corporatised. The state
government allowed them breaches in the Nationamg@&ition Council. It has been a
continuation and has been gained and is time tthhrged.

If you want to go back, | would say make everyoompliant. Enforce the rules. Make the
councils put in the money instead of taking it out.

Mr VALENTINE - Those who have put in the money invested theayam the first place,
and you know it has happened at different levetesacthe state. Yes, there were 29 councils
doing their own thing. We all understand that. isTbne organisation is then developed. You
have 29 owners that have had various levels oftinpterms of asset values being put into that
one set of assets now handled by TasWater. Howodomake sure those people, like Hobart
with originally $430 million, then revalued to $28@llion and now down to $100 million get
back the value back they put into it?
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Mr ROCKEFELLER - I will explain something: it is not worth anytly. The contingent
liabilities in relation to the business are inibitls of dollars. In the next 10 years to 15 years,
Hobart is going to have to spend anywhere betwé&f #illion and $1 billion in relation to
sewerage treatment plants. They have been giigat aut of jail' card.

Mr VALENTINE - Sorry, are you saying Hobart or TasWater? TasWawn it now.

Mr ROCKEFELLER - Hobart is a shareholder, so they are going te i@ put up capital.
The Property Council says should be capital calleelation to these businesses. You cannot be
taking out dividends, when in fact the problem wikhs business is hundreds of millions of
dollars shortage of capital.

Then the other aspect is what people fail to utdeds There is a limit as to how much the
consumer can pay. This is the thing which is $igamtly forgotten about. The only person who
can step in, limit increases and provide protecisothe state government. You see them doing
that today in relation to electricity prices. Thateally important. The consumer cannot keep on
affording to pay the cost of these increases. Tae¥\has made higher and higher components of
fixed cost to protect their revenue sources. Tiye made it impossible for low users to reduce
their water bills.

What they have done to business in relation toetradste is an absolute disgrace. You
cannot separate these little things out in termstadt is actually happening. If | was any of these
councils, | would say take it because | do not whet future contingent liabilities. This is the
biggest 'get out of jail' card because | will tgtlu what is really going to happen if you do not
deal with the problem. If you do not think the ERAgoing to take a much harder line. If you do
not think the Government Prices Oversights Commiss$ias had enough and is going to say
enough is enough, lift your game because we argaing to be the bunnies.

Mr WIGHTMAN - Can | make the point you said, ‘we are notisigigain, we are arriving
at a different point'. | still make the point i6@8 and my understanding of a GBE, it would have
been the optimal decision at that time to createTtasWater GBE. That would have been the
way they would have gone about it. Obviously theeze some discussions had and not the way
it eventuated. For example, you would not splidkybetween the councils. This is the most
basic service provision in the state, and the meopho should be providing that is the
government. The government should own and manag@/ater.

Mr VALENTINE - If the government had stumped up the cash iritsieplace, they could
have actually paid that infrastructure money backhe councils and then taken it over. The
Labor government refused.

Mr WIGHTMAN - The infrastructure is non-compliant, so when woa talking about an
asset, you are talking about an asset class. Motaking about it like it is a Rolls-Royce. # i
not a Rolls-Royce, is it non-compliant.

Mr VALENTINE - No, | understand.
Mr WIGHTMAN - Look at the regulatory issues right across theest&53 effluent spills

into the Tamar River out of the Margaret Street pPu8tation. What more example do you want
of compliance?
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Mr VALENTINE - Go to the TasWater annual report and see theg hemde huge gains in
that regard. They have reduced the spills anceasad their performance in all sorts of ways,
understanding they have had it for a certain peoibtime and inherited it. It was not a perfect
system when they took it over.

Mr WIGHTMAN - They took it over because we had raw sewage aantnca, if you
recall.

Mr VALENTINE - Yes, | do recall. That was not a sewage probleifhat was a
stormwater problem which local government runs.u éee still going to have that happening.

Mr WIGHTMAN - Which turned into a sewage problem.

Mr VALENTINE - You are still going to have that happening. rEhes a group of
organisations, councils in this instance, that hpvein a certain amount of money to put the
pipes in the grounds. Yes, there are compliarmees | would not deny that for one moment.
How do you recompense those costs of putting tifeéstructure in the ground? Compliant or
otherwise, it is still there and you are still atdenvork with it. How do you do that effectively?

Mr ROCKEFELLER - | can answer that. As a ratepayer of Hobasta$ paying water and
sewerage fees. Those water and sewerage feesvmaveto the assets. They were siphoned off.

Mr VALENTINE - Under national competition policy?

Mr ROCKEFELLER - It was rorted. There is no corporatisationhsd aissets. They were
siphoned off.

Mr VALENTINE - And put into -
Mr ROCKEFELLER - General revenue.
Mr VALENTINE - No, but they were put into projects.

Mr ROCKEFELLER - They were put into general revenue. They werepudtin and
reinvested into the water and sewerage assets.

Mr VALENTINE - That is right. | agree with that.

Mr ROCKEFELLER - That is exactly right. As a ratepayer, | wolilee the councils to
actually bring the money back they wanted for othetivities. As | presented to the local
government association over 15 years ago, too ntinod in local government was spent on
spending money and not investing money. Not endgh was spent on their core business.

One of their core businesses and single largest asss water and sewer assets, and they
spent very little time on that. They were moreesiasted in fares, overseas trips and a whole
range of other activities. As a ratepayer, whhvhere this started 20 years ago, | was asking,
where is my money being spent? | have service dedsrates, it is not being spent where it is
supposed to be spent.
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If they did the right thing over the lasthumber of years, we probably would not be in this
situation, but unfortunately we are. | go backwat Steve Jobs said, 'It is time to move on. Let
us invent the future." Let us get it right. L&t get the accountability. The one thing about the
accountability is the state government, or any gawent for that matter, is going to be making
promises to the community of Tasmania. If theyakrthose promises, they can get turfed out at
the next election or the election after that. Tisathe true accountability of this system we are
talking about.

Unfortunately, with TasWater and when 29 councied it, there was no accountability.
You could not turf them out. You cannot turf odtdr eight councillors. You cannot have a total
mandate. In my opinion, and | could go throughhistory, the Local Government Board, GPOC
and the National Competition Council never did meeevice. The Treasury of Tasmania wanted
to fight against the national competition becabsy tvanted their national competition payments.

The place has been gained for far too long. Ledoswhat is in the best interests of
consumers. Let us do what is in the best intest@smania. | am about growing Tasmania. |
am about giving my children opportunities in Tasmanl am about improving the education
standards. | am about giving job opportunities bdnt to thrive in Tasmania. | will tell you
what: leaving it the way it is will not deliver @aomic growth and environmental compliance.

Mr GAFFNEY - In the context that your membership is commérg@eoperty owners and
developers, do think they have been beneficiarfethe reforms to date with lower water and
sewerage charges as TasWater has moved away framgprom property-based values and the
removal of headwork charges?

Mr WIGHTMAN - Our membership is far broader than that. tiften talked about that it
is just property developers or investors. We dbstime right across the property sector. It i$ no
just those who invest. It is those who provider®eess to those investors. It could be planners,
architects, lawyers -

Mr GAFENEY - Do they sign up to the Property Council?

Mr WIGHTMAN - Absolutely. | will give you a little background

Mr GAFFENEY - | have to say | am not very impressed with thgrassive nature we have
taken across the table at the moment. | am aohiterned that as a committee we are sitting here
listening to presentations and | am a bit concegalit where this is going. | want to have a

conversation. | do not want to be talked at.

Mr WIGHTMAN - Mike, | am not an aggressive character. | was tnying to be
aggressive in that instance. Sorry, honourable lbeem

What | was saying was that the Property Coundé&isoroader in its membership base than
you would probably think. So it does not just urd# the investors and the developers; it includes
all those companies that provide services righhsscthat.

Mr GAFENEY - | saw 13 000 Tasmanians.

Mr WIGHTMAN - Yes, that is right across the property sectéitom real estate to
planning, engineers - people right across the secto
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Mr GAFFNEY - Can you go back to the question regarding lowater and sewerage
charges?

Mr ROCKEFELLER - You are exactly right. They have received watldf because there
has been massive cross-subsidisations and coditifet price their services appropriately.

The submissions of the Property Council over tharydave always stated that too much
money was being transferred to property ownersyolf read the submissions to GPOC and you
also read the submissions to TasWater, they havayalsaid they should not be giving as much
money back to commercial property owners. Thodensssions have fallen on deaf ears. We,
myself personally, am extremely concerned aboulaiveéncome per se and that there needs to be
equity within the system.

Unfortunately, both the pricing regulator and alssWater and the previous corporations
have not taken that into consideration. So intie@tato meters for example, there should be much
higher fixed costs in relation to larger size m&terThe higher water users, like my own
residential house, should pay a much higher usage Yater in equals water out. If you are a
commercial building what has happened is the fizests have gone down and because they are
pricing water at $1 a kilolitre if they were chargiit at $2.50 the buildings would be paying
2.5 times more.

This is all the different types of things where Vel - | personally feel - the system is
seriously broken. The poor residential persoreisirgg seriously ripped off and no-one is willing
to listen.

| could take you to the other side where small-ntedium-sized businesses with trade
business is getting done over like you would ndtelbe. When they started their business they
were compliant. Councils gave them the approvalsen other people came and said it is okay.
Now they come back and say you need three timesizbeand you have to re-do it. They say we
are going to shut you down. The cost is prohibliivhigh. There is no equity in their business.
No-one is willing to listen.

Mr VALENTINE - It is the regulations doing that though. Iha the councils.

Mr ROCKEFELLER - If I was running TasWater, | have told them maimyes before,
there are better ways of doing it than what theydaing.

Mr VALENTINE - It is not TasWater's call. This is what | anyisg.

Mr ROCKEFELLER - It is TasWater's call. It would be how you fuitd How you
actually make it. What they ended up doing isy thave one obligation with the property owner,
which is where the bill is, and then they are tgyto enforce it with the business. You say, 'The
bill actually goes to the property owner, not te thusiness'. Then you say, 'Well, how should
you finance this when you gave compliance or yaedpcessor - the Hobart City Council, the
Latrobe council, the Burnie council - actually gawel approvals?'. | sit there and say, 'l actually
think it is the Burnie council that should be payiior it, or the Hobart City Council, because |
did the right thing. | complied originally. | shldl be grandfathered'.
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The point is, this thing is seriously broken. Tgeople running it, TasWater, are not willing
to listen. They do not need to listen. Doug Chapnsays, '"You have problems, come and speak
to me' and | am thinking, speak to Doug Chipman®eld does he fit into this process? Who is
he representing? Is he representing the councd a@gper cent shareholder and he is just the
mayor? He has no authority in relation to TasWatde does not sit on the advisory committee
as a shareholder rep. What am | seeing Doug Cmgor& | have a better chance of going into
an electorate office of a member of the House cfef#bly and talking to them, and that is where
it should sit.

Mr WIGHTMAN - To go to your point about headworks chargesywsee very supportive
of the Government's stimulus around headworks @sardhey funded it from 2014 to 2016 with
a $5 million grant. Then the ongoing headworksidayl, as it was called, was funded out of
administrative savings found within TasWater, arel wave been very supportive of that. The
network is limited in regard to receiving those dwarks holidays but we called for the
headworks holidays to start with and, as | saidhesxe been supportive of that.

We have also worked well with the TasWater empleygeu could say, at a local level with
our developers and investors in particular andhalservices that come from those people. We
have maintained an outstanding relationship widmth This has never been about the individual
workers. This has been about the structure ofdngoration.

Mr FARRELL - | do not know if you have any thoughts around,thut as often happens in
politics, and you would be well aware of that, dmyeel that maybe the whole process has been
happening the wrong way around? We are now loo&trigat the end of a process that has been
somewhat, well some consider, quite aggressive fiteenTreasurer towards local government.
The way it has been handled has caused a lot dialivin the community. There has been a
whole lot of personality issues brought into it amdthat, the whole issue of the ownership and
the process of TasWater may have become a lite lo

Would it have been a much better process to haati@borative approach, a discussion with
TasWater - bring them in on it - and then overtige political issue? It has happened at the last
moment before a state election, so it is natugdiyng to be a political situation.

Mr WIGHTMAN - | would say, first, nice try, but | am not goitggcomment on the politics
of the matter at all because that is not my roleaimment on the politics.

Mr FARRELL - I would not expect you to.

Mr WIGHTMAN - As the Property Council we have been compldityised on trying to
find a solution. The relationship between the $uear and TasWater is a matter for them. It
really is a matter for them. What we have triedltois be proactive and find a solution for the
woes of TasWater and the concerns. That is whizave tried to be a commentator, to make sure
we get our point across most effectively.

Mr VALENTINE - Under this model that has been considered \Wwethbill, you will have a
minister who has the capacity to be able to paypdavo certain projects maybe they see as
politically important to go forward, as opposedpimjects that might be best for the state as a
whole. What is your comment in regard to the waeyhill is structured at the moment?
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Mr WIGHTMAN - | think yes to the minister, but you have taththey are accountable to
the parliament. They are accountable to the pemipl@asmania through the House of Assembly.
They are also accountable via an Estimates proedssh is a mature and sophisticated way to
deal with the budget, as | would well know, as wtwiously know. Those mechanisms in place
actually provide a far more sophisticated way tuklat TasWater than we ever have done before.

Mr VALENTINE - But it is injecting politics into it, don't yothink?
Mr WIGHTMAN - No.
Mr VALENTINE - | would be interested in Robert's view.

Mr ROCKEFELLER - | look at something which is probably the saddiemsg | have seen
in recent times. That is what has happened indby in relation to the caravan park. 1 find it
extraordinary that a council operated a caravak. pdhey decided to close it. They then went
out to tender. An organisation - and other orgaioss - put in a tender. MONA was successful,
which is fantastic. It could only be the best ame. They put their plans together. It could only
be a fantastic development. Now they are madentpty.

| look there and say, one is the council-ownedas®get. One is they had an interest, or they
had the water and sewerage treatment plant fosyeat years. No compliance there. Then all of
a sudden a third party goes in; they do their ttesty, never expected this. They have probably
been one of the key generators of Brand TasmaMa.can only be thankful for them; and they
get done over.

Then TasWater says it should not be us fundingaibd they are playing politics. That is
what is pure and simple, whether at Macquarie Rwimthatever it is.

Mr WIGHTMAN - The sewer system in Launceston.

Mr ROCKEFELLER - They said, 'we are not going to fund any of thlisff. That is
someone else's responsibility.’ | say that igaihg on but we forget about MONA. This is why
having a water and sewerage authority owned bygtheernment - they need to make the
decisions. They need to make the hard calls. Tieey to be accountable to the people.

In my opinion the best investment that could be ensdto move that and for TasWater to
fund it because the economic activity will be ceelt the additional revenue to the city of Hobart
with more hotels. What people forget is that whevancils get money from is property taxes.
That is their single biggest source. If you do have water and sewerage you cannot get
property taxes. You need to grow the base. Theyte biggest winners. Consequently, you get
this myopic thinking about TasWater when they acwaly an enabler to local government
growing their revenue bases.

In my opinion, the problem with this takeover ig mbout Hobart getting compensated; they
are getting compensated many times over. It isshout Clarence. It is about Circular Head. It
is about Kentish. It is about the smaller counttilst are losing an income stream. How do they
get compensated? Hobart is going to do very, wely. You just have to look at their revenue
streams and how much their revenues are growiny year. It is the smaller ones which have
the issues.
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Mr VALENTINE - To get back to the real question about inserthng politics into the
board, if | can put it that way, wouldn't you bes tlirst person to say that having a skills-based
board that has good commercial capacity to runbiligness is far preferable to inserting the
politics into it. Would you agree with that or Aot

Mr ROCKEFELLER - If | was a board member of TasWater | wouldgedoday. | could
not pay dividends to shareholders when | am notptging. | have stated on the record, | have
stated also to the chairman my thoughts on thhave stated to members of the public -

Mr VALENTINE - You would have received some responses no dowhtthe chair.

Mr ROCKEFELLER - He says | am trying hard to reduce the dividendsnderstand what
you are saying. | go to the government pricingutamr, | go to the EPA. | say how can you
possibly allow dividends to be paid when you doaolnply? It is scary. The only example | can
use, and | was told not to use it -

Mr VALENTINE - Sounds like you are about to, Robert.
Mr ROCKEFELLER - is James Hardie.

Mr WIGHTMAN - Can | just make a point about the GBE and theistaér? Ministers do
have statutory powers, that is why they are mirsstend they do make decisions. | tell you what,
there are 79 pet projects if the minister wantsi&ike a significant difference.

Mr GAFFNEY - Can you give me an example anywhere in Austkahare there is a water
body or a corporation that is 100 per cent comphan

Mr WIGHTMAN - The mainland bodies - Werribee - my understagdsrihat their average
is around 95 per cent compliance on the mainland.

Mr GAFENEY - Their compliance ratio and measurements aredhes as ours?
Mr WIGHTMAN - You are obviously leading me to say that theydifferent there, but -

Mr GAFFNEY - No, | am quite happy for you to say that as lasgyou understand that
there are different compliance measures for eacthefstates. What might be compliant in
Queensland may not be compliant here or vice versae that 100 per cent compliance is what
we want, but is it possible? No, it is not. ThHeAEor TasWater today said, yes, people say that
out of our 79 sewers, only one of them is totabbynpliant, but they also pointed out to us it only
takes one KPI on one day of the year for it ndbéocompliant. That could be a whole range of
factors. | am not supporting them, | am just mglsare that people do not think that 78 of our 79
are not 100 per cent compliant because there pipbabuld not be a water corporation in
Australia where that is a fact.

Mr WIGHTMAN - When talking about compliance, what | can tellys what | just said
about the mainland and 95 per cent. | take youmtpol also make the point that Werribee
services 1.3 million people, and its debt to equétio is far higher than what happens here in
Tasmania. Tasmania's debt to equity ratio for TateWis about 30 per cent. The mainland
counterparts is 70 per cent.
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They are working their balance sheet hard becdesehave significant infrastructure issues;
not compared to us when you look at it. Yet we lawerowing at 30 per cent and we are not
providing compliance right across the state. Bantell is 27.1; Campania is 37.5; Kempton is
39.6; Ulverstone is 41.7; and Bridport is 45.4. W&y measure it any way you like; those
numbers cannot be considered good. Port Sorelh ithe beach; Bridport is on the beach; and
Ulverstone is on the beach. We have numbers doaumd under 50 per cent compliance. That
is far more than one instance of missing a KPI.

MsRATTRAY - | hear what you say and take on board your gtcmviction for councils
not taking dividends. Can | just share with yongd ou may have read the submissions - | am
not sure about that - but this is just an instawfcene council saying that they get a dividend of
around $600 000. They spent $70 000 on playgrowpdacements; $30 000 on community
grants; $48 000 on new services; $15 000 on a camtynhall upgrade; and $20 000 on a
renovation of a stadium change room. They spe®b $D0 of that $600 000 on tourism industry
support; $60 000 on regional tourism; $25 000 tmusiness enterprise centre; $70 000 on natural
resource management activities, and then it goe® d¢ist about 10 community events that they
spend that money on. They have made it very ttetlve committee that if they do not get their
dividend they certainly will not be able to funa#e projects in their community.

Does the community then have to accept that watdrsewerage is more important than
those things, or do they end up having a genetal ircrease? That is the conundrum | am
grappling with.

| cannot speak for other members of the commited, | certainly cannot speak for other
members of the Legislative Council when it arrilesre, but can you see what we are getting as
well from the other side of the argument?

Mr WIGHTMAN - | certainly can see that. | would say thougttland | hate to use the
term, the dividends are actually fake profits. yhi#od not actually exist because all those
dividends should have been put back into complian@dey have spent money and all that
$600 000 should have gone back into fixing the wated sewerage infrastructure. It is not
actually a profit when you have 82 per cent conmaié@across the state. That has been the whole
problem they have had there. Their thinking needse flipped around that those dividends do
not belong to councils; they belong to infrastruetuThat is the argument | make to that.

There is no doubt that savings would have to bedoun saying that, dividends are secured
for the next number of years and then 50 per déert a

MsRATTRAY - In your submission you argue that the Governmshould reassess that.

Mr WIGHTMAN - The reason why | have said that is we beliewsehdividends are not
actually profits. To term them 'profits’ is wrond.would term them ‘profits' if you had 95 per
cent compliance across the state. We do not hayelere near that sort of number, so that
money should have gone back into infrastructure.

Ms RATTRAY - Following on from that then, could the communibat we are saying
needs supporting with upgrades to water and sewendigastructure simply pay in another way?
Would it be fair to say that the general rate bt@alincils will have to increase, realistically?
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Mr ROCKEFELLER - There was a study done, and it was a fantasport, which was
shelved. | always call it the June Monroe studlgiclv was into southern Tasmanian councils -
the STC. What it really talked about was largemrails helping smaller councils in relation to
sharing of services and trying to keep the smalters independent, how they provide tremendous
benefits to the local community and those typethmigs. This has always been the case and we
all know it.

Water and sewerage has been used to hide a lttuofwsal issues in Tasmania. What you
are facing today is a demonstration of those siratproblems. If these reforms do not proceed,
it is another shelving of micro-economic reformTiasmania and holding us back another 10 or
15 or 20 years, when we all know it needs to beesdon

It is not necessarily about amalgamation. It iswlproviding services to the community at
the lowest possible price - value for money. Whathave with TasWater at the present time and
the way it is being funded is not value for money.

If you look at it from a financing perspective, thest financer of infrastructure in Tasmania
is the Tasmanian government. It has the lowegttoasapital. There are huge savings in relation
to the state government financing that. Even gVWater has to borrow money, it is borrowing it
off the credit rating of the Tasmanian government.

MsRATTRAY - We heard that today from the Treasurer, prob&bljo 15 per cent less.

Mr ROCKEFELLER - Yes. Wherever it is sitting, whoever is finangithe asset is where
the asset has to sit. It is pure and simple. THreythe ones taking the risk on the asset. They a
the ones guaranteeing the asset. Then the quéstitrow do you deal with whichever council it
is? Then it is how you split the pie. In my opinj the Hobart City Council is a fat cat. It stebul
be sharing the pie more because it is getting afldhe benefits of all the infrastructure being
funded - whether it is the hospital or the univgrsir the hotels. Its revenues are increasing far
faster than every other councils, yet its actuahas relatively small. It should be helping out
other areas.

Mr VALENTINE - It is though, isn'tit? By taking a 50 per cdiidend cut.

Mr ROCKEFELLER - I really do not want to go there with what happe with Hobart
City Council in relation to that. What | am sayiisgother councils are not necessarily getting the
benefits of economic growth. The question is, hame those benefits shared amongst the
community? Are they shared through the grants cission and changes in that area? Is it under
this act because there are changes in relationrtdirig? There are minimum dividends after
2024. If you look at it, the top seven or eighticcils do not actually require the money. Their
revenue bases are growing faster. If you loolkatrevenues of Hobart City Council, they grow
faster than what its rates increases are becauwsbaye in-built new development going on. It is
actually hidden; people do not notice that. | vdonibtice it.

They do not actually contain their costs. The pa@nit is these smaller councils. Maybe in
the legislation there should be minimum guaranteelselp the smaller ones. It might be that
every council is going to get $400 000, whatevenight be. Do not stop the reform, which is in
the best interests of consumers, in the best st the state. Amend the legislation, make it
better. That is what the goal and objective is.
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Mr VALENTINE - But doesn't the grants commission not do thiatutlph its grants? The
Hobart City Council does not get much from the tgaommission, but the smaller councils that
are struggling get a lot more. Isn't that whatdghents commission process does?

Mr ROCKEFELLER - What | am really trying to say is, utilise lesgrou have, utilise this
legislation to pass money to the bottom 50 per.cdiie top 50 per cent of these councils do not
require revenue.

MsRATTRAY - | am pleased | asked that question.

Mr ARMSTRONG - On page 7 of your submission, you have a listhef Tasmanian
Economic Regulator of water and sewerage in itastrgf report - and it quotes a lot of rates there
where we are not compliant and everything, but freimat we have heard from TasWater today, a
lot of those have actually been rectified or imgoy

Mr WIGHTMAN - | think they would be referring to boil wateedis and do not consume
alerts.

Mr VALENTINE - There is a whole heap there if you want to labkhem. You can look
at every one of those and you will see how theyehmproved the situation dramatically. | think
that is what Robert is talking about. If you loakthese, one or two have gone in the wrong
direction over the last couple of years but you gek that they are saying everyone is saying they
are non-compliant, but compared to what they sasti¢h -

Mr WIGHTMAN - It is what the economic regulator is saying, st

Mr VALENTINE - No, | understand that. What they have started,w&nd it is not a clean
slate they have started with, they have starteld avggignificant -

Mr WIGHTMAN - Understood.

Mr VALENTINE - They are delivering on that. That is their céanp, that they are being
undersold on what they have achieved.

Mr ROCKEFELLER - I do not think anyone would say they have haghgy. It has been
very difficult over the last 10 years. We have gdom four water corporations to three, then to
one. All the restructuring has not been easy lmxdhere is an enormous number of legacy
issues. We are here today as the Property Coustito say, what is in the best interests for the
future of Tasmania? There is an opportunity to enaknuch better.

There is an opportunity to make a government ardptrliament accountable for water and
sewerage in the state. There is an opportunitiumal major infrastructure in the future. If
MONA needs the water and sewerage plant to be maovied is the best party to consider it? If
something needed to happen up in the north-webteo$tate because there is major dairy activity
or whatever, who is the best person to fund itatTs what we are on about. Whether there is a
crisis or not a crisis, whether there is politicsno politics involved, is totally irrelevant. ik all
about what is in the best interests of the consm@rhat is in the best interests of Tasmania?
Then the question is how do we protect the wealkP hot worried about protecting the City of
Hobart, the City of Clarence, Kingborough or Sordllam interested in the smaller councils that
do not have a growing revenue base, that are dingggvery day to make ends meet, to create a
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good community for their people. They need to beqeted by the legislation and have secure
income. How it is done is for members of the @amient to figure out.

Mr WIGHTMAN - From a broader point of view, the TasWater aar the next 10 years
does not pick up on the dual system in Launced#tactquarie Point or Cameron Bay. From our
understanding of those issues, a GBE showcastapittilise its balance sheet would be the best
position to be able to provide or at least fadditthe funding for those significant matters.

Our concern is the Launceston City Deal is vennificant; | cannot underestimate how
important is the university's relocation. It i®tperfect opportunity for water and sewage issues
to be dealt with. There has been task force pptane that will come up with recommendations
and a plan. To have TasWater under a GBE lobblyirthe federal government for funds is the
most coordinated approach.

Mr GAFENEY - Going back to your comment, Robert, about theason at MONA. Could
MONA now ask the state government for assistanecedee the plant?

Mr ROCKEFELLER - The council owned the water and sewerage plsviho owned the
sewerage plant? They passed it off to TasWatbey &re a shareholder of TasWater. They have
never complied. Then they sell it off. They nepaet it in any of their reports and then they go
and do something like that. Then TasWater saysayeunon-compliant and you go through this
process.

This is what the private sector deals with. Yo waere should that problem lie? It should
lie with the state government because in the eey déine being asked to fix the problem.

The problem with the shareholder aspect is if TagWaas to fund it. If | was a shareholder
| would be saying, why should we fund this? Wlsathie benefit? All the other ratepayers are
contributing to it. The actual component doesmake sense. We see competing interests all the
time with everything we deal with.

It is only the state that can say to the GBE, weerait going to put up the prices, they are
only going to be at 2.5 per cent, we are goingh@nge the fixed costs or a more variable system.
The problem of the directors on the corporatiothey are trying to act in the best interests of the
shareholders. They have all the different staladrsl One minute Brian Wightman at Property
Council is asking, what is in the best interestTaEmania? Then you have other people like
maybe the Government Prices Oversight Commissiah wihat is the best interest of the
consumers. The directors are suppose to be doimgt v& really in the best interests of
shareholders.

| would be feeling so conflicted as a directorhihk | should be compliant. They are being
told the shareholders expect this sort of divideWéell, we are going to provide that dividend if |
want to stay as a director.

Mr VALENTINE - He did cut it in half. He did stand up in frafthis shareholders and say
'you need to take a cut'.

Mr ROCKEFELLER - Right. If it was me | would have said 'you dot et anything
otherwise | am resigning', and that is the differen
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Mr VALENTINE - It is what it is.

Mr ROCKEFELLER - The board should have walked out. That is tiféerénce.
Fundamentally, we need to have the right systerhalso protect the disadvantaged. It is the
disadvantaged consumer not getting a fair go. Ragdsubmissions on this. Commercial
property owners have it too good. Here | am sagimgj putting it in writing.

Mr VALENTINE - | will fall over in a minute, Robert.

Mr ROCKEFELLER - | have put it many times in writing. That isetfirst aspect. The
second aspect is the disadvantaged are not getfisig go. The other thing about this legislation
is disadvantaged councils are not getting a fair Goat is where this legislation can be improved.

Mr FARRELL - That is an interesting point. A lot of peophe gaying this legislation is a
pathway to council amalgamations, but you havdfarent view.

Mr ROCKEFELLER - Where | was 10 or 15 years ago and where | ataytes totally
different. | looked at the June Monroe study amat enlightened and opened up my eyes to a
better model. Something like that, whereby in savheéhe metropolitan areas amalgamation
makes total sense, but from a community perspeetide-centralised model makes absolutely
perfect sense. Smaller councils must have enauggtirig to operate and | stand here today and
say | was wrong.

Mr VALENTINE - That is a whole other argument though.

Mr WIGHTMAN - There has not been a political appetite for amafgeom. It was a
matter where we can make the most impact and difter and have the most influence. We have
certainly seen our influence and used that withewand sewerage to try to educate with regard to
the community conversation. As | said from thesetitwe are not particularly interested in the
politics of the matter.

Mr VALENTINE - | was not trying to stitch you up.

Mr WIGHTMAN - | understand you would not, but we were notregéed in the politics.
That is why we have tried to say this is the waypvlird and these are the reasons why. To
enlighten the community about why that is occurrifplitically, water and sewerage is not sexy.
It is not great to open a new water and seweraggnent plant. | turned on fresh water at
Lilydale in 2012 and it has not been seen as amegae in that regard by politicians.

What we have tried to do is talk to the communityai way they understand about these
issues. How having a more sophisticated and matuwoeture like a GBE can actually unlock
investment and development. Trying to have thavecsation around the Launceston City Deal
and the potential Hobart City Deal has given u®ilage into the community. That is why the
amalgamation debate has not been front and cehtner @dvocacy agenda. There is no political
appetite for it. Whereas there is a political apedo fix water and sewerage and it is now far
more understood in the Tasmanian community thavetr has been. That is very positive and
obviously a great opportunity for decision-makarstsas yourselves.

MsRATTRAY - I think you are right in that respect.
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CHAIR - We appreciate and thank you for your submisarmh coming today.

THE WITNESSWITHDREW.
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