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THE LEGISLATIVE COUNCIL SELECT COMMITTEE ON TASWATER OWNERSHIP
MET AT 4TH FLOOR, HENTY HOUSE, CHARLES STREET, LAUNCESTON ON
WEDNESDAY, 13 SEPTEMBER 2017

Mr WES FORD, DIRECTOR, ENVIRONMENT PROTECTION AUTHORITY TASMANIA
WAS CALLED VIA TELECONFERENCE, MADE THE STATUTORY BCLARATION AND
WAS EXAMINED.

CHAIR (Ms Armitage)- You are welcome to make an overall statement aed tie will
ask you some questions.

Mr FORD -In the first instance | have with me Glen Napthaéction head of wastewater
management at EPA Tasmania. If | feel | need term® him for technical issues, | will invite
him to speak and at that point he can also declareave Cindy Ong on the phone with me.
Cindy is the manager of the northern operationadirawho Glen reports to. The management of
the TasWater lakewater area sits under the norérerimonmental operations branch.

CHAIR - Thank you.

Mr FORD - Thank you for the invitation to talk to the comradt At the outset | determined
it was not appropriate for me to make a direct Sabion because | am not specifically interested
in the ownership question. My interest lies in tlegulatory responsibility for environmental
management regardless of who the owner is. Hawingmber of statements made by a number
of parties relating to environmental performancdahaf wastewater treatment component of the
business, | thought it was appropriate to make thysailable to the committee to take any
guestions on information the committee might hawa relate to the second term of reference
rather than the first term of reference. A numloérstatements have been made about
environmental performance.

| start by referring to the memorandum of underditagn | entered into with TasWater late
last year. My motivation behind that was to regur to seek agreement from TasWater to list
environmental performance at the wastewater tredtmpant beyond what had been achieved
over the previous four or five years. My predeoessd | have been concerned for some time
about the ability of TasWater and its three predgece companies to keep up with a required
amount of environmental improvement, and where lamd that has been prioritised across the
first price and services plan and into the secarme@nd services plan.

| felt that if TasWater were concerned that regulataction was going to be taken against
every non-compliance at every underperforming pldrat would draw everyone's attention from
seeking to get a clear commitment from TasWatemwbat its capital improvement plan was
going to be across the wastewater sector. Regutiom the MOU, TasWater then worked with
us to set about re-prioritising the activities otlez course of the next three years to deliver what
we both agreed would be an achievable set of warkplants to improve environmental
performance. That is the sort of motivation arotimel MOU. | am happy to take questions on
that.

A general comment in terms of environmental perfomoe of wastewater treatment plants;
you will find there is lots of information out treeabout the levels of performance. One of the
challenges we are faced with, as is TasWater,eietts not only one performance indicator that
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tells you how well a wastewater treatment plantoperating. For example, a wastewater
treatment plant might be having a high level of@@nance in dealing with pathogens but a fairly
low level of performance dealing with nutrientshaf might or might not be an environmental
problem, depending on where the charge for it is.

Similarly, a plant might be performing very well terms of dealing with nutrients or
turbidity, but still have a pathogen problem. Hgowu report compliance is a challenge. Itis clear
from all our conversations with TasWater over a hanof years that we have not yet reached a
common view about the best way to record and agne@hat compliance looks like. You will
see in some of TasWater's publications the notionompliance levels at around 40 per cent.
Whereas you see some of ours and, in aspectsegoupsvards of 84 per cent. We are measuring
very different things over what is sought to benaaked. That is something we need to look into.
We need to work with TasWater to determine whafgoerance compliance means. When it is
all grossed up and we look at all the parameteesare seeing in the Government's position the
notion that only one of TasWater's wastewater itneat plants is fully compliant. That is a
perspective in how you will then deal with comptan

For us, in terms of environmental performance, & &6 work is associated with
risk-weighting to determine what is more importaatdeal with. For example, is it more
important to deal with a pathogen problem or aientrproblem? Is it more important to deal
with an odour problem? Across the 79 plants, evey of them has one or more sets of issues to
deal with. The work plan across all of them isnfigant and it is at least a decade's worth of
work to bring them all up to what might be an ad¢abfe, modern technological approach.

Along the way we are seeking to see an increaseowement in the re-use. There are two
components of wastewater re-use. Highly treatesteveaater, as you would find somewhere such
as the Rosny plant, which is potentially availalbée piped use in agriculture and, more
commonly, the direct irrigation or nearby irrigatiof wastewater coming out of a wastewater
treatment plant. More commonly, the wastewateodag, which are level 1 activities, are not
part of this current conversation. | do not thihky are regulated by councils. They are an issue
TasWater still has to manage.

In a broad sense, | will throw it over to committeembers for questions about any aspect of
what might be in other people's submissions yolhtrlige some comment on or if you want any
specific detail about the environmental aspectshdre are things we cannot respond to here, we
can take the questions on notice and provide ansgpin writing in a fairly quick turnaround for
the committee to use in its further deliberations.

CHAIR - Thank you, Wes. It might be opportune for Gland Cindy to make the
declaration because they may want to answer sorthe @fuestions.
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Mr GLEN NAPTHALI AND MsCINDY ONG WERE CALLED, MADE THE STATUTORY
DECLARATION AND WERE EXAMINED.

Mr GAFFNEY - Thank you for that opening introduction. Wes;auple of background
things to help us understand the relationship tRé& bhas with TasWater: How would you
describe your relationship with TasWater? Do yodagse its general approach and prioritisation
methodology? Do you believe it has demonstratedneibment to addressing the environmental
challenges facing the state?

Mr FORD - | will start with the relationship. The relatiship can be described in a number
of ways with different attributes. If you starttae positive end of the scale, we have a positive
working relationship with TasWater. It generallgeps us informed of when issues occur, when
there are incidents, as it is required to do uitdaespective various permit conditions. Theee ar
times when it does not keep us informed as weit alsould. TasWater is generally responsive.
At an officer level, the working relationship isiiectional and is generally positive.

At an organisational level, between myself and@©, we have a working relationship that
based on the acceptance of the fact that a fundamehallenge for TasWater is not of
TasWater's making and significantly predates TagWaatd the three corporations before it.

Our engagement with TasWater is generally positidaving said that, there are times when
you would say our relationship is frustrating. fidheeem to be periods where it takes a long time
to get something moved through step one to steme tor four. TasWater might assert that
applies to us as well. Members may be aware ofthetier Economics report commissioned last
year which made, in our view, some unsubstantiaed inappropriate statements about the
functions of the EPA. Notwithstanding that, wdl stet aside that issue and are working with
TasWater.

One of the challenges we see is either in the Wwaps been financially constrained or the
way in which the board, through the price and seragreement, has distributed the funds. There
are things that have not been progressed fast Bnoug

You could also say the relationship is challengwbere | have had to make decisions in
order to address issues, and less than perfees®than seeking a good positive outcome.

For example, in terms of the Electrona and Margastewater treatment plant, they were
supposed to cease discharging into the marine@mient this year and last year respectively. |
had no choice but to give them an extension onlikaause there was no point taking them to
task. They could not stop the activity until theaékmans Bay wastewater treatment plant was
built.

It seemed to take them about three years to getighrthe process to be able to proceed to
the Blackmans Bay plant. That is now firmly unadenstruction. When they sort out their
pipeline issues, they should be operational withperiod of time which would then allow them
to start to decommission the Margate and Electigaats, which means that effectively those
plants will disappear.

| can bang on the table all I like or | can takemasch legal action as | like against them in
relation to discharging from Electrona and Margddet it will not change the fact that they
actually cannot do anything about it in the sherirt.
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We have a multifaceted relationship that recognisese are challenges in the system, but by
and large you can still say it is generally positiv

Can you repeat the second part of the question?

Mr GAFFNEY - Have they demonstrated commitment to addresiegenvironmental
challenges facing the state?

Mr FORD - | think the answer to that is yes, they clearlydyawt the challenging process in
that is to what degree that is acceptable or no¢@eable on behalf of me as a regulator and a
range of people impacted from the community pofrtiew.

Absolutely we are going to be spending money. Téaeycommitted; they are focused on
achieving an improved outcome and they are malongespositive gains.

Among the positive gains, there has clearly beenege slippage across the entire
performance of the whole system. When you loothatsystem in its entirety across 79 plants,
you see a general trend down in terms of performanc

TasWater would acknowledge this. While they areegting in the capital side to deal with
replacement and refurbishment, there are ongoiagl@gms with the whole infiltration or failure
of the network, pump stations, rising mains. Ihdad just about wastewater treatment plants. It is
about the network that feeds them as well.

Mr GAFFNEY - In the last two years how many environmentalrimgement
notices - EINs - relating to the sewage treatmdantp, operations or stills have you issued to
TasWater?

Mr FORD - We have issued two in relation to operations atriflarin terms of their
wastewater treatment plant.

Mr GAFENEY - And sewage?

Mr NAPTHALI - The two EINs we issued related to breaches of tbheoconditions
surrounding the construction of a new outfall trageste treatment plant. We have not issued any
EINs directly related to the operation of a wastewaeatment plant.

Mr GAFFNEY - Okay.

Mr FORD - This goes back to me and my predecessor takingva aibout the circumstances
in which we would issue EINs in relation to perfeamee. We had lengthy conversations, for
example, about what do you do, if anything, abowt weather spills. | note from the
Government submission you have information aboilisspcross the system over the last couple
of years.

If you take places like St Helens, for example, rghthere has been a significant amount of
capital investment to stop wet weather spills, goliget high rainfall events and they still occur
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In my view legal action should not be taken agaihasWater because the system is
incapable of dealing with the volume of fresh watdn Launceston, every time it rains the
combined system is charging and the overflow systemmugh Launceston discharges, because
that is the way the system works.

For us, fresh weather spills are a very differeatie to deal with than dry weather spills. The
guestion on legal action is to separate the faibdir@ piece of hardware that may or may not have
been anticipated versus something that clearlyeithsr operator error or, even worse, something
that was known about but not attended to. Fromnaptiance point, over the last couple of years,
our focus continues to be on identifying non-comupties and have TasWater address them from
the point of view of the outcome of dealing withetimon-compliances rather than making
infringement notices.

This is a general comment in relation to environtaerperformance and regulatory
assessment. Many people in the community wouldsoreahe success of the EPA by how many
infringement notices are issued rather than bysagsg how many issues have been identified,
rectified and pollution minimised. As yet, our €scis very much around trying to work with
TasWater to fix the system rather than tying uppoalits and our resources fighting some of these
things out in court.

CHAIR - Thank you. You have some more questions, Mike?

Mr GAFFNEY - Has the EPA ever written to the Government sayhere is a crisis in
water and sewage management issues and TasWafeoseh?

Mr FORD - No. Crisis is an interpretive word that means miiirygs to many people. Our
position on TasWater's environmental performancelde®en noted regularly in the EPA board's
annual report to parliament. We are finalising ¢herent version. If you refer to our last annual
report there are statements around environmentdbrpgance. Similarly, we contribute
significantly to the State of the Industry Reporidaare largely responsible for writing the
environment performance section for wastewatetrtreat plants in that report. That is in effect
our report to the Government and the community as\Water's performance. They are publicly
available documents that specifically stand alone.

Because we are part of an agreed co-regulatory Imeile multiple regulators, 1 meet
regularly with the Director of Public Health, thoslo represent the regulator for dam safety and
the Economic Regulator. Many decisions on achge\ime capital spend in pricing services
agreements 1 and 2 have required trade-offs betwegmators where we have collectively
agreed that public health safety through provigibfiesh water has the highest priority. We have
collectively agreed TasWater needs to increasefoitsis on dam safety. There are some
significantly risky assets there. As a part ot gwaocess there will inevitably be some trade-offs.
For example, some of the areas you might say atanity level need to be addressed, such as
discharging into the Bass Strait environment. Ipriaritising and risk sense, discharging into
Bass Strait several kilometres off the coast ibabdy not the highest risk any of us needs to deal
with.

No, | have not specifically written to the Govermthé& express any concerns about what is
happening. Having said that, | do not have thevuieat everything is well from their point of
view. It is clearly an underperforming sector. h#ts a significant number of non-compliances
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associated with it and needs long-term capital sStment to rectify its problems and long-term
management attention to ensure it does not slip again.

Mr GAFFNEY - Thank you. You point out a trade-off. TasWatas been operator and
there have been trade-offs between the regulatasradiscussions with you. When that first
come out and the government was attacking TasVdhtaut its role, likening the crisis to a third
world status. Did you ever feel as though the Guwent was effectively questioning your
effectiveness as a retailer? Do you think the ERA done the job and the inferred criticism is
appropriate?

Mr FORD -The EPA has done a good job. We do the job weuresd to do by the
Government. With the resources we do a good Wbether we have adequate resources to meet
everyone's needs, some people take the view tbstwe need more resources to ensure there is
more attention on environmental compliance and mament for entities like TasWater or any
other entity in the state. On the flip side is,yes Tasmania we all need more nurses and
paramedics. We do well with the funds we arecalied.

Our concern with TasWater and its three predecsssorof them being slow to get
themselves organised to make some changes. iappmbinting to us when we are putting capital
in and doing upgrade work, yet overall performareeems to have plateaued or be
declining - seeking to understand why that has wedu | think TasWater has done that. Hence
we went into the conversation with them aroundrtbgon of focusing on the top 13 plans for us
to provide. Outside those top 13 plans, what heetdp 20 issues that would significantly lift
environmental performance? In one plant in mighbdour - Rosny still has significant work to
do with odour; odour is an issue at Cameron Bagff&id has a discharge problem. If you live
at Longford, there is a significant problem witade waste.

Mr GAFFNEY - Thank you. | will pass back to the Chair.

CHAIR - Thank you, Michael, and other members. Mr Anorsg, would you like to ask
your questions?

Mr ARMSTRONG - With a lot of our submissions, small operatarshsas a hairdresser, a
small takeaway or hotel are saying there is a twage from $800 to $1000 for trade waste. Who
sets the guidelines for grease traps to be indtallis it the EPA or TasWater? Can you elaborate
for me?

Mr FORD - Trade waste has a significant impact upon theraipn of a plant. For
example, there is an issue active in the mediaettoment about Macquarie Point. Macquarie
Point receives trade waste through the networkitaaldo receives trade waste in liquid form via
pump traps and disposed of into the system. Twaate is responsible for causing much of the
odour problems at Macquarie Point. The challelngd &sWater is how to manage trade waste.

Due to the way the urban water and sewerage alttwi#iatrade waste, it effectively put the
regulatory control of what happens within the systeith the operator - so with TasWater. They
get to determine what they are prepared to acbept, what level of quantity and what level of
treatment. It is a fundamental challenge in teofnsianaging trade waste as to who pays. Does
the community at large pay for management of tradste by increased rates for everyone? Or
do those who contribute to the trade waste problesd to pay either through a fee-based trade
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waste agreement or do they deal with it by putpngrtreatment in - like grease traps - so that
they are not paying a loading rate for the tradstevéhey are discharging; they are pre-treating.

TasWater has been going through the state ovdasheouple of years and has made some
fairly significant improvements in wastewater qtialby working with a whole range of
companies to deal with trade waste. Now it hasilieeough a big group in town. It has dealt
with a lot of the larger reducers of trade wadteis now moving into the smaller sector. That is
why | think we are seeing some significant disqunethe retail food, restaurant and bakery-type
sector, because of both the production of tradetevasd TasWater seeking to have the trade
waste dealt with at the disposal or receival entlerathan having to deal with it in the plant
themselves.

One of the conversations we had with TasWater aboutmonths ago was that they had
modelled the total cost of managing trade wastenms of non-performance or core performance
from wastewater treatment plants to be about $78mi If you could eliminate the trade waste,
reduce the amount of trade waste or have it pegedce clearly the costs to TasWater to refurbish
its system play out in a different way. This is gnatark in places like Longford with the
operation of JBS Swift's abattoir and the discharge the Longford wastewater treatment
system.

Mr GAFENEY - On the trade waste, if Rob does not have angrajhestions on it -

CHAIR - We are getting fairly short on time and there ather members with questions.
Could I come back to you after checking if othemmbers have questions, Mike?

Mr GAFFNEY - Okay, this is about the trade waste.
CHAIR - Quickly, ask yours, if the answers can be candfges.

Mr GAFFNEY - It is interesting about the residential, how Waser approach it. They
want the people who create the trade waste to lactoay for it. Are they actually acting in
accordance with what is required of them underati#® Do you measure that? Is TasWater
doing what is required under the relevant act iggrtrade waste?

Mr FORD - I cannot answer that because | am not the regula trade waste. The
regulator of trade waste is the minister, Mr RdeKli

Mr GAFFNEY - Thank you.

Mr VALENTINE - It is up to TasWater to basically to regulatde waste - | guess that is
what you are saying. They determine what theypmepared to accept. Do you place any
strictures on operators - TasWater obviously - almaiour emissions that might result from the
trade waste they are accepting?

Mr FORD - Odour is really challenging to deal with. Odourdasgely dealt with in three
separate ways. One is by modelling associated widbur impact at the point of new
development; another is monitoring of odour, patddy odour areas known to produce odour;
and the third area is the complaint-driven respgrseess. Where there are complaints and we
keep getting repeated complaints, we continue tgage with TasWater about improvements in
the system.
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For example, for places like Macquarie Point, awrent understanding is to just address the
odour issues at Macquarie Point, leaving the shere it is and functioning the way it is. It is
probably about $5 million-worth of work that coultt done that would reduce the odour
emissions. | know we have odour problems at plékesTi-Tree Bend; we know we have odour
problems at Rosny. It is one of the areas andipei® that TasWater is progressively working
through.

Ms RATTRAY - If TasWater is able to meet its compliance oblgadi say, in five years'
time, do you see that the bar will be lifted agamd again? Are we ever going to reach the
compliance requirements? It appears to me thabdh&eeps being lifted. It may not necessarily
be your department and it may be something to dio @DAG. Can you give me some view on
that?

Mr FORD - It is a very valid point, Tania, about the sizegeality if you look at what is now
deemed to be acceptable modern technology foringeatastewater compared to what was
acceptable modern technology 20 years ago - theywary different. The reality is, | would
reasonably predict that compliance standards wnilfdase as community expectation for cleaner
discharge increases. You are correct in identfylmt as a national issue because the direction
we take comes out of national guidelines in terfne/ater quality or via solid re-use. It is the
challenge we face as a society to try to reduceamuhealth and environmental impacts, but not
make the cost of treatment so prohibitive we camfilmrd it. It is something we all have to be
mindful of.

MsRATTRAY - Thanks, Wes.

CHAIR - | have a question regarding grease traps as well mentioned bakeries. We did
get a submission from several bakeries but onearticolar said that he had contacted the EPA
with regard to the Grease Guardian. | am sureayedamiliar with what a Grease Guardian X is.
He was told by the EPA that it was approved under &d ASME and complied with certain
standards that he has listed. Obviously, the @r€amrdian isn't accepted in Tasmania. Can you
give me some advice on whether you believe theyt theerequirements? | believe they are used
at a lot of places on the mainland but this bakgs $n the older building he has, he simply cannot
fit in the requirements he has been told to putyinTasWater, but a Grease Guardian would do
the job. Can you confirm that the EPA thinks thatld be acceptable?

Mr FORD - We believe a range of technologies are acceptabtgust that one.
CHAIR - But that one would be acceptable?

Mr FORD - Yes, that would be acceptable, but we are not #wggilator so we cannot
approve it. The advice we offered was that itus wdew this would acceptable. From my point
of view, you look at trade waste there are fouriay® that need to be available for the
management of trade water.

Whether they are currently are or aren't is a méreTasWater. Of those four options, the
first option is that you just take the tried angetapproach that the provider requires you to have
in this case a grease trap. The second optioussgek to get an approval to use something
already demonstrated to work elsewhere and hagwegpelsewhere. The third is you go through
a process to get approval to trial new technolagy iastall that. The fourth option remains the
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option that you get to discharge your trade wasteyiou pay for it. This, in the regulatory

environment, the trade waste in the future, hasetéooked at fairly carefully. For some people
the option might be, 'l can't treat my trade wastd | will pay a premium on my discharge to be
able to discharge my trade waste into the seweeisys

CHAIR - Thank you, because some of the submissionshegyhtave no options. They have
that one option to put something in that they cpattin. It was interesting to get the EPA's
perspective.

Mr FORD - Obviously, one of the challenges for TasWatet e political issue is if they
start pricing trade waste as to the real cost edtinent, similarly | would expect a number of
people complaining about having to pay a signifigahigher discharge fee on their sewerage on
their TasWater bill.

CHAIR - Thank you. Rob Valentine has some more questiona different area.

Mr VALENTINE - In terms of storm events and discharges, haveofficially informed
TasWater of its obligations with respect to perfanme during major storm events and what your
long-term expectations are? Obviously, a situatike Launceston or indeed a situation like
Hobart where you have incursions into the sewetegysrom stormwater. Have you ever laid out
what the long-term goal is in terms of how thoseations need to be dealt with? Detection of - |
won't call them illegal entries - inappropriaterstwvater entry and the incursion into sewerage
lines etc.?

Mr FORD -Probably the best way to answer that, Rob, it dhaa plant-by-plant basis we
have had some conversations with TasWater abodibrpeance in terms of particular plants.
Take the Cambridge plant: because of its problenasscharging into Pittwater and the oysters,
they set out building something that would retdia water. | don't know what the exact number
is off the top of my head, it is a one-in-20 orraean-50 year flood. If you build a system to
retain something that is one-in-20 or one-in-50 gowd get a one-in-100, it is going to flood but
what you have done is reduce the likelihood thdlhéf events occur and significantly reduce the
incidence.

At the end of the day, the Launceston fix is highgblematic and highly expensive; | expect
it will require major capital injection from thederal government. It is really a plant-by-plant
basis. My predecessors spent time working withttie®m Ben Lomond Water dealing with the
issue on the George River. In terms St Helensameexactly again trying to minimise the
amount of time the oyster industry is closed beeaisn overflow event.

Mr VALENTINE - Isn't there a need to identify that it is theursion of stormwater into
sewerage lines that is causing the problem, nose¢laeer system itself?

Mr FORD -I think it is well identified by all parties thatis not the treatment system at the
end that is causing the problem, it is the networks

Mr VALENTINE - If it is fundamentally the issue that stormwategetting into the sewer
network, the answer is to stop the incursion ofrsteater into the sewer network.
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Mr FORD - Yes, that problem needs to be addressed. dtemrly a relationship issue
between the respective councils and TasWater beckas\Water doesn't control the stormwater
network.

Mr VALENTINE - No, it doesn't.
Mr NAPTHALI - If we are looking at this -

Mr VALENTINE - Sorry, it is very difficult to hear because & something causing a bit
of electronic interference.

Mr FORD - It is the bells going in the House. Do you wanttméang up and ring back?
Mr VALENTINE - No, unless you put it on mute.

Mr NAPTHALI - I am employedrying to deal with these issues, Rob. The first being
the EPA produces sewerage pump station guidelim@s @ssentially talk about the receiving
environment and the design criteria to be applieginsure that spills are minimised.

The other strategy we are using at the moment,itahds come out under the MOU, is
TasWater has developed a statewide | & | - inflowd anfiltration - management plan and they
are going through their network and strategicadlyking at what sections of the network need to
have investment first to reduce | & | essentially.

Mr VALENTINE - To me, it is the elephant in the room. It exist Hobart, certainly on
that Davey Street spine. There are 4300 homedamnspine and every time there is a major
storm event there is an overflow and it goes iheoDerwent.

It is no different to what is happening in Launoesfor that matter, but the answer is to
identify where those inappropriate connectionshegpening from the various roof tops into the
sewerage system. That is clearly the answer. iXTd fs a huge cost. It does not matter who
owns TasWater at the end of the day, isn't thisddwee? You are still going to have those
problems and they have to be addressed at some poin

Mr FORD - Rob, you are right - it is not about a question eship. One of those
challenges is around prioritisation, too. The amai money to investigate and fix that problem,
investigate and fix other problems will make theteyn at a continuous operational level better
off environmentally.

The challenge in a prioritisation process is you money in to fix things that are less
frequent event-based when you can control othergthi When Launceston is discharging
untreated effluent into the system, it is typically a very high flow river in winter when people
are not using it. The public health risk is low®an it might be in the middle of summer.

How do you trade off between fixing the problemtisat it is actually not occurring during
summer? This is the whole challenge for the TagWabard, along with the regulator. When we
had a collective work plan and picked a figure aiuthe air throughout the collective work plan,
over the course of the next 10 years it was $3ohill We have $1.6 billion available and
allocated. Where is the other $1.4 billion to cdnoen to address the problem?
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Our concern is, even if you do have the $1.4 hilkvailable, can you actually deliver on all
the work that is required?

Mr VALENTINE - Thank you for that.

CHAIR - Thank you, Wes. If we have no further pressingstions from members, Mark,
Craig?

Mr FARRELL - During TasWater's time, has there been a natggtavement since the
council-owned system from EPA's point of view?

Mr FORD - The answer to that is that it is patchy. The problis it is a general-type
guestion. Across the 29 municipalities there hasnba considerable improvement in some
municipalities as a result of either TasWater @r predecessor. In other municipalities, a
particular council might have already been at ttumtiend of the curve and done significant
upgrade work.

It is a very hard question to answer. We know tt@tectively - and this is a no-fault
guestion; it is a reality across all of our infrasture - we have a significant amount of
post-World War Il infrastructure across the staféere was a significant underinvestment during
the 1970s, 1980s and 1990s whether it was in roadewerage or freshwater systems. Some
councils performed better than others.

What we see in terms of success and where we seggotitive side of this is that we get a
more coordinated response out of a single entiéy tiwe did out of three, than we did out of
whatever the previous number was because it waghoHobart Water had come together in the
water space. Then you had the sewerage spageu lbok at all those, maybe it was 29, just the
sewerage side of things.

Having a single entity gives us a better opportufot coordination and balancing priorities
in terms of work flow. For us, the priorities cae focused on the top 13 plants and the top
20 issues will be what provides the most significahort-term change in environmental
improvement than having a scattergun approach.

Mr FARRELL - Thanks, Wes. One other short one. The workiggtionship you
mentioned is pretty good. How does that compatedovorking relationship you have with any
of the GBEs, government-owned businesses, you toedeeal with? Is it similar, better, worse?

Mr FORD - We have no relationship with TasNetworks becaoSethe way linear
infrastructure process operates. We pretty mucdergdly do not get involved in TasNetworks at
all. Our relationship with Hydro is sporadic. Wegage with Hydro when we need to or if they
need to. There are only a couple of premises galae for Hydro.

Tas Irrigation again is very sporadic. It is véard to compare them because if you look at
our business, we now regulate about 600 premisessadthe state, which includes 45 marine
farms for salmon. We regulate 600 premises anof T9ose are TasWater's. It represents around
about 16 per cent, 17 per cent or 18 per cent ofaial business as a single client. They are the
single biggest entity we regulate. As a singlaterthey hold the most permits; they have the
most conditions, and we have the most staff deglicab one company with the TasWater
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relationship than we have with any other. So @eya very different beast to any other client we
deal with.

Mr FARRELL - Thank you, Wes.

CHAIR - Thank you very much and thank you, membersyéur questions. Thank you
Wes, Cindy and Glen for advising today. It hasrbeery important and very interesting. So
thank you very much for your time.

Mr FORD - Thank you very much.

THE WITNESSESWITHDREW.
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Mayor DAVID DOWNIE AND Ms JANET LAMBERT COUNCILLOR, NORTHERN
MIDLANDS COUNCIL, WERE CALLED, MADE THE STATUTORY [ECLARATION AND
WERE EXAMINED.

CHAIR (Ms Armitage) - Thank you. We welcome you to thesélic hearings. | advise
you that all evidence taken at this hearing isqut@d by parliamentary privilege. | remind you
that any comments you make outside the hearingmoaipe afforded such privilege. A copy of
the information for witnesses is available if yoavh not read it or if you are not aware of the
process.

The evidence you present is being recorded andighesard version will be published on the
committee website when it becomes available. By @fantroduction, the procedure we tend to
follow is that first you have the opportunity toesgx to your submission and then members of the
committee will ask some questions. | assume yocwkeveryone here. The honourable Rob
Valentine, Rob Armstrong and Tania Rattray, andhenphone we have Craig Farrell and Mike
Gaffney and myself, Rosemary Armitage. If you wblike to start by making a short overview
if you like and then we will ask some questions.

Mr DOWNIE - Thank you. The Northern Midlands Council hagesented a brief
submission. More comprehensive ones will be dediddy others within local government. The
first point we would like to make is we believe thas no crisis in water and sewerage. The
Government has been propagating there is a cngiswae strongly believe that is not correct.
Water and sewerage assets in the state need fidiagWater has the task of fixing those assets
and it is actually proceeding to do that job.

The state Government will not do a better job ofining TasWater than the existing
independent board that is accountable to the pedpl@asmania. There is a lack of consultation
with stakeholders. There is a lack of financiaiadand modelling to substantiate the many claims
made by the state Government. We would also le#tethere would long-term impacts if the state
Government were to be successful with its takeof@rasWater. There would be a lack of funds
flowing through to local communities right throughdasmania.

Over time in the Northern Midlands we have beerygassionate about the assets we have
in our municipality, and we were working on fixirggsets within our municipality. We have
developed water schemes and we have develope@ igchemes for our sewerage ponds. | know
people found it very offensive when this letter eaout from the Hodgman Government. It is
actually insinuating that there are problems. bea$bre this letter came out, the Town of Avoca
actually received treated water. The Northern Ehdls Council would never have been able to
deliver treated water to places like Conara, Eppiagest or Rossarden. The only way that water
can ever be achieved is through an organisatienTésWater which has a holistic approach and
is able to use the finances of the whole state.

Also the sewage lagoons - the Northern MidlandsnCibdixed every sewage lagoon in our
municipality, except for two, 18 years ago. We pute-use schemes back then. The only two
that did not have a re-use scheme were the scherRess - and we could not achieve that
because we could not find a farmer who would use dbtflow from that lagoon - and the
Longford lagoon.

Mr DOWNIE - The Longford lagoon infrastructure caters for & ¢he size of 100 000
people, but the people of Longford number only 350there is no way that town could ever
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cover the cost of providing the waste deliveredhat lagoon through the abattoirs operating
there. That is a statewide facility providing aifidy to the agricultural industry throughout the
whole of the state. | would like to have it onoet It is an example -

CHAIR - Do you want to table the letter? | don't kndwother members have seen that
letter.

Mr DOWNIE - Yes. To quote Mayor Doug Chipman, that is an examphedsel words. |
think that is the best way to describe it.

We would argue that when the assets went to BenohonwWater the people of the Northern
Midlands were paying approximately $450 in watdesa They are now paying close to $900.
They received a fairly hefty increase in costs. WMéade the point that we would do something
about these price increases. You have to haveoe for water across the whole of Tasmania,
we accept that but the price increases neededit@dthis infrastructure a few years ago meant
TasWater were pushing 12 per cent, 10 per cenbared cent. It is because of the work that we
have done that we have been able to put pressuieasWater to have those price increases
reduced.

If you look at their present plans into the fututesir price increases will reduce to CPI. The
Treasurer points out that over 40 per cent of peoplTasmania live on welfare. Their income is
going up by CPI so it is unsustainable for thenimawe these increases along with the increases
that have been put upon people in Tasmania by §drd{ the energy sector. | know those
increases have diminished just recently, but ther@dbility was a real issue that we took up with
TasWater. We were able to get a package deliviliadncludes an increase in efficiencies and
they are driving efficiencies out of that businassve speak. They have agreed to increase their
debt; they have taken dividends away from couranild they are keeping their price increases,
and they are working back to CPI.

| would argue that our council has worked vigorgusl put pressure on TasWater to deliver
a better outcome for Tasmanians and that is not hdggpens with the GBEs. The GBEs that the
state Government runs are unaccountable to thelgpebdasmania. You can have a legislative
inquiry, the Estimates hearings - questions aredskit what are ever the outcomes? We have
real outcomes through working with TasWater andhaee built a relationship, we have pushed
the barriers, we have pushed the buttons and we dahvieved results.

CHAIR - Thank you. Do you have any comments beforetoqres?

Ms RATTRAY - | am interested, David, in you answering the qoestiasked Wes about
the bar continuing to be lifted. Do you see, repraging the council and in your capacity as the
head of the owners' representative for councit, Wwewill ever be able to reach the compliance
requirements? Will it ever end when it comes ts #rea of compliance?

Mr DOWNIE - | believe it will. A lot of work has been done.h& water sector since the
water reform has spent something like $750 millidiney have done a lot of good work and there
is some more work to be done. They have a plandibes not include the big ticket items of the
Tamar Valley and Macquarie Point. There will néedhe some outside help, which is one of the
issues that we have been grappling with. We hawmd it very difficult to get the state
Government to go in to bat for Tasmanians with nyotze help fix the infrastructure. These
assets can be fixed and they will be fixed.
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Ms RATTRAY - That moves me to my next question. In your ssbion you said, 'It is
critical that state and local government work tbgeton this issue, taking joint responsibility".
You have touched on that.

Given there seems to be a tenuous relationship,dmyou see that working arrangement in
future if we need to be working together - state #ocal government and, | expect, federal
government? There has not been much successnimghne funds the state needs. How do you
see that in future?

Mr DOWNIE - In the past, all this work has been done with tffereént tiers of government
working together. That is how it has to be donehia future. The problem is too big for the
people of Tasmania to fund. It is as simple a& thde need help from Canberra. The access to
the funds in Canberra comes through the state @Gmant. We all have to work together to try to
deliver that.

TasWater pressured and local government lobbiedstiite Government but we were not
successful. TasWater produced a plan that wagfiulided under the financial capabilities that it
had. Into the future, as we have said in all tlesg releases we have ever put out and as | always
try to say, we have to work together.

MsRATTRAY - Do you see an opportunity for local governmenptit enough pressure on
the federal government of the day? Local goverrirhas a fair bit of clout. Do you see they will
have enough clout to ensure the federal governownes to the party?

Mr DOWNIE - Of course. There are other examples - | cannategih@m off the top of my
head - around Australia where funds have gone specifically water and sewerage, into
sewerage assets. That has been delivered. Egandmber for Hume, Angus Taylor, is doing
some good work in Launceston. In his own elecgnatoney has gone into sewerage assets. Itis
available. It is a matter of presenting your case.

Mr VALENTINE - You talk about councillors meeting on 20 Marehsolving three
matters. The second point, '‘Council reconsidepatsition once government provides a business
case behind the State Government's proposed takebvieasWater, its 10-year Financial Plan
and 10-year capex plan'. What is your opiniont@ihformation the Government has provided
to date? Is it sufficient? Do you have a comment?

Mr DOWNIE - No, it is not sufficient. The Government has claththat it would save
$550 over the period. We have asked for the miodeds to how that figure was derived. |
personally rang up Sarah Courtney when she putaoptess release and asked if she could
provide those figures. She said she would confaeasury and get back to me. That was
probably a month or so ago. | have not receivediormation on that. This is one of the issues
we have been bringing up. We have not been ablgott out how those figures have been
arrived at.

Mr VALENTINE - Have you seen the Government's submission sarifjuiry?

Mr DOWNIE - No, | understand that is not made available until -
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Mr VALENTINE - It is on the website now. | was interested now whether you thought
that was sufficient for you to make -

MsRATTRAY - In fairness, it probably only went on yesterday.
Mr DOWNIE - | have seen a list of the submissions, but | hatdaen able to -

Mr VALENTINE - That is okay. | was interested in that. Do y@ave any comments on
the fairness and equity arguments about ratepayggssis taxpayers and how the Government is
viewing this takeover? Do you have any comment&/loether it is fair that it is spread across the
whole taxpayer base as opposed to the ratepaye? bae you have any comments at all?

Mr DOWNIE - Yes. | am not quite sure what you are asking. Qase an example? The
levy bank around Longford was financed throughgeeple of Longford paying an extra rate and
the people of Northern Midlands Council paying atra&rate. We were able to attract funding
from the state Government and funding from the rf@dgovernment.

There were various packages and there were vaagisnents put up with the risk of the
cost when the cost was spread over a wide rangeagle in various categories. | would argue
that is the same principle that should be appligth water and sewerage assets - like at Tamar
Valley. The Tamar Valley is going to take a lotvadrk and that will probably be too big for the
people of Tasmania. We will need help from otherstof government, particularly the federal
government, which has access to most of the fimcaley available for the government sector in
our Commonwealth.

Mr VALENTINE - Looking at that, we are talking about dividerdsning back to councils
in all of this as being a bit of an issue if thésea takeover. What is the quantum of your
investment as a council in TasWater at the momem?at do you stand to lose if indeed it is
taken over? Do you know how much value you hawessets or in TasWater as a council?

Mr DOWNIE - It is about $30 million although | stand to lErected. The dividends were
$700 000 and they were dropped down to about $800 0

Mr ARMSTRONG - It was $468 000.

Mr DOWNIE - Thank you, $468 000.

Mr VALENTINE - What would you be funding with that money?

Mr DOWNIE - In our submission we have put in a number ofguts we have helped.

Mr VALENTINE - Is that the current projects in progress youaheding to there - the
treated water solution for Conara and Epping F8rest

Mr DOWNIE - No, that is to do with what TasWater is doinghere were issues like the
Woolmers bridge and the playground equipment atgkanal, to name a few. If those dividends
are removed from the local government sector, It nvake local government live from cap in
hand. If local government can maintain the ownerssf TasWater, this will set up local
government to be financially sustainable into thegl term. It is a game changer. To remove
these assets without paying due compensationjdveelvould be detrimental to the whole local
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government sector. This is probably an issue waldvavant to bring out tomorrow with our
submissions of the whole of TasWater.

As far as the Northern Midlands is concerned, veeaafinancially sustainable council. We
have developed - if we can get the airport to payates, which is another issue -

Mr VALENTINE - It is a fight with the feds, isn't it?

Mr DOWNIE - That is right, yes and that will be taken upttier. We have developed,
through good planning, an area around the airpd®ANSIlink. TRANSIink and the airport,
with the airport paying its rates, delivers someghike 15 per cent of our rateable income. With
dividends from TasWater, it will make our counc¥ery sustainable council so that we can grow
the communities within our municipality.

For an icon of the Northern Midlands, look at whats happened in Campbell Town.
Everyone drives through that town. There is nolvdmployment there. The people who have
businesses go to the school and headhunt kidgheto businesses because they need people to
work. There are people who drive to that placeviork. It is an example of what you can
achieve in government.

Mr VALENTINE - Do you see it as a fair and reasonable way fahwaithout trying to put
words in your mouth, that achieving this 10-yeaarnpltaking three years longer than the
Government is proposing, is actually more sustdeabis providing better benefits back to your
community? Are you saying the dividends you arerendly getting out of TasWater are
providing facilities and things for your communignd you would not want to see those facilities
foregone just for a three-year speed-up?

Mr DOWNIE - The dividends are important but it is more inmpot to have these assets
refurbished. Down the track, those dividends mighme into play; you don't know. At the
moment, the most important thing for our councithat we have time to readjust. You want
things to evolve, you don't want a revolution. Yda not want the dividends to be cut off
overnight. That allows people to adjust. | ththkt is the context to what has happened with the
recent package put together by TasWater workinlg thieé local government.

Mr VALENTINE - Thank you.

Mr ARMSTRONG - David, you are still the owner's rep?

Mayor DOWNIE - Yes.

Mr ARMSTRONG - | am reading here that you received $702 0020ih6-17 reducing to
$468 000 in 2018-19 if the takeover happens, widch loss of $234 000. If you wanted to
continue to deliver those services you have beéwedimg through those dividends, what would
be the rate increase that you would have to pyboaoin ratepayers to make up for those dividends?

Mr DOWNIE - Probably 3 per cent.

Mr ARMSTRONG - That is for the $234 0007?
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Mr DOWNIE - Approximately. Our council still has to makelecision into the future, but
if we are prepared to look at cost savings throwgtking with our neighbouring councils, that is
another way of sourcing funds. The whole thing moveable feast, | would argue.

Mr ARMSTRONG - | know this is not part of the takeover, butrstwater always raises its
head because water and sewerage and anythingwildetormwater go together. Do you think
the Government should be looking at whether stortem@mes under the control of TasWater?
It is going to come with a cost and it would hawebe subsidised somewhere along the way by
the state Government, but they go hand in hand.

Mr DOWNIE - They do. | have no opinion on that. Stormwéies been segregated as far
as who has responsibility for it. A major probl@mTasmania is stormwater implications in the
sewerage systems that you were talking about wghBPA. It is a big issue and it is going to
take a long time to sort out. One of the thingsut to you is that TasWater is run by an
independent board of people who have been speqigked with special skills, and they would
be the best people who should be consulted ontg@adlitical decision is made. | was involved in
the selection process where we selected threetalisecThere were 114 people who applied for
those three jobs. We specifically picked skillattivere required. One of the things that came
through from the applicants we interviewed was thaly saw that this was an organisation that
had started from a low base, has made huge adventenand is going to have huge
advancements in the future, and they wanted todoeqs it. It is an organisation that people
thought had been put together to actually sortauytroblem: sewerage and water assets in
Tasmania.

Mr ARM STRONG - Thank you.

Mr GAFFENEY - According to your submission, some councils Wwél quite envious of the
projects undertaken by TasWater in the Northernldtids. | think that is a good thing because
TasWater working with the EPA, DHHS and variousutatprs undertakes priority projects and
the ones in the Northern Midlands have been imptrtddave you any concerns then with the
proposal to have ministerial and government contoeker water and sewerage project
prioritisation?  With this bill and if the Governmtetakes it over, the minister and the
Government actually will have project control. §au have any comment to make on that?

Mr DOWNIE - Well, yes, | do not believe it is a good thiray &ll the power to be in one
person. At the moment, TasWater works with localnzils and they work on those which they
can achieve and deliver. If you go back to thethEnn Midlands, it was successful when gaining
a lot of projects early on, but before the watéona came into existence, the Northern Midlands
Council was working vigorously at raising moneyttpg money away every year to develop
projects like the treatment plant at Campbell Taawd other projects. We had these projects
'shovel ready’ - | think that is the term people uso that when Ben Lomond Water was created
it was easy for them to deliver those projects. Weéee very proactive and had a clear focus in the
Northern Midlands to try to fix these assets androwe these facilities within our municipality.

Mr GAFFNEY - At the moment, with the way it is controlled,sWVdater's priorities depend
upon what they see is in the best interests ofnthele state, regardless of the population that
might be around. One of the concerns mentionéthiswhen a government of the day takes over
that role, maybe it is looking at voter numbergaas of what is really the most important aspect.
Has that issue been raised at the local governieesit?
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Mr DOWNIE - The issue of political prioritisation of projedtsa concern. Macquarie Point
is a project case in mind. There is no reasorpgrade that sewerage facility. There are other
facilities in Tasmania that are far more in neededfirbishment but a government could prioritise
a project such as that for its own political exgedy. We would argue that the present structure
is a lot freer from political influence so is a teetway to go.

Mr FARRELL - | noted your point in regard to the funding coilgwill miss out on. Has
there been any discussion with the minister or aaya the Government about how that might be
ratified?

Mr DOWNIE - The Treasurer is saying dividends will be guagadtup to a certain point
and then half the profits will be delivered fronathpoint onwards. Let us not hide away. These
assets are worth a lot of money. The Treasuresdlinmas said they could be worth $3 billion.
The net asset backing at the moment is $1.5 bjlsmnwhy should councils give up and walk
away from an asset? Let us line up a field of im&nt bankers and see if they want to buy this
asset and see what they will pay for it. Why sdoué give it up for nothing? It would be a point
we would want to make tomorrow. This is about shetainability of local government into the
future.

MsRATTRAY - Janet, this might be one you might like to addrgour mind to. | attended
a community forum about a month ago in the Bredka®'community and the feeling | got from
that community forum was that the council was vepposed to any takeover, but there were
people in the community there who had a differeetw Are you getting any of that community
view perhaps into your workplace or into councAPe councils relaying some of that? | am not
trying to be smart about this; | am just tellinguyehat | was hearing at that community forum. |
acknowledge I've only been to one community forarhmig point in time.

Ms LAMBERT - | was at that forum as well. | have had aneddotaversations with
people who are a bit confused as to why this igpeamg, what it is all about. | don't think
people are necessarily unhappy with what is hamgecurrrently and are a bit confused as to why
the takeover is on the table and what benefit ghibe to them on a personal level. There has
been a lot of press from the Government about teasons. LGAT and the councils have tried to
put their argument forward. | am not sure whetier press has picked up as much of that as
perhaps the other side of the argument. Thereggenaral feeling of 'Why are we going through
this process?’

We have a situation where the Northern Midlandsr€dus getting there with our projects.
| would suggest things are going along quite welldo not think people are seeing this as the
most important issue in their lives at the moment.

MsRATTRAY - Thank you.

CHAIR - | will ask you a question we have not gone tiglowith this group but we did with
the EPA. You mentioned Campbell Town and that Ebmainesses and councils are the owners
of TasWater. That is an important thing, wherlk ta mayors - that you are in control.

| refer to one of our submissions - submission Hictvis a cake shop. It goes into a lot of
detail regarding the grease traps that have taubep That is one of the issues being raised by a
lot people at the moment, and | am sure CampbellinTis no exception. | am sure they have
some bakeries and shops that need to put this in.
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The EPA has said the Grease Guardians are acceptahem but not to TasWater. As
owner reps, do you have any comment to make to ags\Vbout this issue of the grease traps,
which is causing a lot of concern, particularlystoaller businesses? | have several constituents
who have takeaways and small shops that say, "&/edrviable. We will need to close because
it is a two-person operation'. | understand Tag®V&tdoing this but you are the owners. As the
owners you see the issues coming through the comynuparticularly with the smaller
businesses. We understand most of the bigger dass#s have been sorted out, but it is the
smaller ones. If you look online to submissionh&y do not have the room in their property to
meet the requirements of TasWater within 18 monifisey could fit a Grease Guardian, but they
have been told no. This morning, the EPA saidai$ acceptable to them.

As owner councils, will you do something with redjao this? Will you talk to TasWater?
The EPA says it is TasWater's decision.

Mr DOWNIE - It is also interesting that TasWater has saay tre only sticking to the state
regulations. It is interesting the state Governmersaying they should not be doing something
and we will do something about this, but their orggulations are saying they cannot. It is an
issue that has to be worked through, | acknowl¢dge

This is getting into micromanaging a corporatiolfi.there are ways around that, | am not
over that. This is an issue for management with@sWater and the board. We can have
discussions with them.

CHAIR - If they cannot resolve it, as the owner councitsyou feel a responsibility because
you would have constituents surely coming to you?

Mr DOWNIE - No, | do not personally, not over this.
CHAIR - | thought council would have had constituents?

Mr DOWNIE - | am aware of the general principle that peggleuld be responsible for
their own trade waste. There are big trade wastgle that create trade waste and there are a lot
smaller amounts of trade waste. The general pl@cs: why should everyone pay?

CHAIR - | understand that but a lot of submissions Hasen with regard to something that
is acceptable on the mainland, the Grease Guardiaich is a more simple process to put in.
The EPA says they are acceptable and | wantedogument.

Mr DOWNIE - | am not over that issue.
CHAIR - That is fine.

Mr GAFFNEY - David, the Examiner would be your local paper. Last week Sarah
Courtney from the Liberal Party asked people to swibmissions in writing to the inquiry.
Strangely enough, we have only had 50 submissindsadot of those are corporate ones, not a
lot for or against. Were you surprised so manyppedook the time to actually forward a
submission?
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Mr DOWNIE - Not really. | thought was a pretty poor trickdask the community to bring
forward their griefs on TasWater. | thought thatsva fairly irresponsible activity. | think it'arf
more important to have constructive debate arobhadgerformance of TasWater. Let's keep it to
the big picture, which is supporting and helping tefurbishing these assets throughout the whole
of Tasmania.

Mr GAFENEY - Thank you.

CHAIR - Thank you. Any other questions from members?Ddwnie, do you have any
further comments to make before we close?

Mr DOWNIE - Just that | believe the present model is thet bes/ to go. It keeps
accountability. We have an independent boardtiaatbeen specially picked. They've got a job
to do and we should be supporting and helping Hreyimg out of the refurbishment of these
assets.

CHAIR - Thank you very much for coming in. We reallypegxriate it.

THE WITNESSESWITHDREW.
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Mr JOHN MARTIN WAS CALLED, MADE THE STATUTORY DECLARATION AND
WAS EXAMINED.

CHAIR (Ms Armitage) - Welcome to the committee. Thamkiy Obviously, all evidence
taken at this hearing is protected by parliamenpaiyilege, and | remind you any comments you
make outside the hearing may not be afforded suwshlgge. A copy of the information for
witnesses is available if you have not read itrer reot aware of the process. The evidence you
present is being recorded and thansard version will be published on the committee website
when it becomes available.

By way of introduction, | advise the procedure wtend to follow today is as follows, first,
you will be provided with the opportunity to spetakyour submission if you wish, and following
that the committee will address questions to ydle are seeking information specifically relating
to the terms of reference. | assume you know tembers here.

Mr MARTIN - Yes.

CHAIR - Rob Valentine, Rob Armstrong and Tania Rattrag, have Craig Farrell and
Mike Gaffney on the phone. | am Rosemary Armita¢feyou would like to proceed with some
comments.

Mr MARTIN - Thank you, Chair. | have put in a small subioisswhich has been
presented to you.

CHAIR - Yes.

Mr MARTIN - There is a little bit of historical informatian there, because | have been
involved in the water and sewerage reform for gltme, since its inception. | thought some
was probably relevant to some of the information woe looking at today. Some might not be,
but some provides a historical perspective, pderty in relation to some of the funding
requirements referred to, and have been since dayio relation to some major infrastructure
works required.

| have made some comments in relation to the apprbaen taken by the state Government.
| do not think | need to repeat them except tolsay particularly disappointed and disheartened
by that approach. Tasmania is too small a placang state for that matter, for state and local
governments to be fighting over something so witetiportant to the community of Tasmania.

There is a better way. Unfortunately, it has goatstage where there is a lot of character
denigration and assassination, which is totallyasessary. It is also, in relation to those tydes o
comments, politically and financially driven. Asrlentioned in my submission, Treasury was
always of the view it wanted to own TasWater aslaroGBE.

Ultimately, at the end of the day there will beguutally ongoing dividends, whether to local
government or state government. That was a fiadgclreasury-driven prospect and has been
from day one. It is my view from the informatiorepented over long periods of time, and more
recently in relation to the Government's positidmt the cost of living in Tasmania will be
exacerbated if this legislation is allowed to pexte
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| have commented in my submission about the effestkcal government. As a ratepayer
of Launceston with a number of properties and ndvwsinessman, | am quite concerned that if
this takeover is allowed to proceed, the rateslation to properties owned by all Tasmanians
will either increase or services will decreaseis Inore likely rates will have to increase because
nobody likes to decrease the services they cuyreniby.

This is another blatant, and probably the biggesample of cost-shifting from state to local
government | have seen since my time in local gowent, over 39 years. It is important to note
that we have always known some $350 million to $dflilon is going to be required for the
major capital works around the state for infraduite improvements - for example, in the Tamar
and Derwent rivers.

More emphasis needs to be worked on a collaboraages to achieve those outcomes. The
performance of TasWater is referred to and thermiseed to repeat all that. You will probably
get a major submission from TasWater. They ar@paing extremely well and do not need to
be used as a political football. They need to levad to get on with the job and do the works
they have planned. They have been put together professional and competent basis for the
benefit of the Tasmanian community.

In the view of many, the evidence of a crisis asth services being Third World does not
stack up. | note some comments by the Chair theratay in relation to the health services in
Tasmania. It does not help when we continue toenddrogatory comments trying to attack
people who come here about the health servicesay, Launceston or Hobart. It is exactly the
same with water and sewerage.

If we continue down this path of rubbishing it, ngipolitical rhetoric and spin-doctoring, it
wastes all our resources. They would be bettetqpgbod use in putting a case together for some
assistance from the federal government. 1 thirdt th enough from me. Chair, | am happy to
answer any questions from the members.

CHAIR - The first question we have is from Tania Rattray

Ms RATTRAY - Thank you, John. It is good to see you her@ayod| appreciate your
coming along given your long history with local gomment and being involved in the initial
proposal that came to parliament some years agd#saseen the four entities, now back to the
one of TasWater. You have a wealth of knowledge.

The Tasmanian Economic Regulator's most recenttrepgs that TasWater is at 27 per cent
net debt to equity ratio. Do you have a view orethier that is a low number and that it could
increase and therefore put some projects intoysie quicker? Do you think TasWater has that
ability?

Mr MARTIN - As with any GBE, it is trying to find the righalance. There has been a lot
of discussion over many years in relation to whethshould be 27 per cent or 20 per cent or
30 per cent or 40 per cent. | think at the montkeay have the right balance in terms of being a
sustainable entity and doing the amount of projdwy have put forward. | do not have a view
one way or the other. I think they have it prettych right. If you try to increase it too much it
has the other affect so having to increase therveaie: sewerage prices further.
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The other important factor for members is thatdadlithese types of economic figures are
ultimately governed by the Economic Regulator. Water has to put forward plans to the
Economic Regulator who approves them one way ordimer. The Economic Regulator
determines the prices TasWater are able to setey Hne looked at by professionally more
competent people in this area than myself and would seem that they have it pretty well right.

MsRATTRAY - | have this sheet provided to the committee ftbemEconomic Regulator's
most recent report. The operating costs for TasWmbm 2014-15 to 2015-16 increased by
about $11.2 million, yet the capital expenditurer fihe organisation increased by only
$26 million. The organisation spent $11 million $pend only $26 million more. Is that
something the committee should be looking at? Bhae be looking at that or is it purely back
to local government expectation and the community?

Mr MARTIN - | think those questions are probably betterai@e to the chairman, who |
understand that you are talking to tomorrow. Thaye people looking at those. Now, not being
a general manager of council, | am not going tddkest quarterly meetings that they have. From
memory, those questions have been asked and amkWwere time to time. While they are
important in terms of the business model, | dothistk it will make much difference to whether it
is local government ownership or Tasmanian Govemraenership.

Ms RATTRAY - | understand. Thank you. | am happy for otreerd | will come back to
you.

Mr VALENTINE - John, thanks for coming in. There are a cooplstatements you make
in your submission and you reiterated them a moragaot-

The cost of living in Tasmania will be increasedd amxacerbated if this
legislation and takeover of TasWater by the StateeBment is allowed to
occur.

Can you explain why the cost of living in Tasmawil be increased and exacerbated?

Mr MARTIN - The cost of living includes things like electricéynd water, sewerage rates,
other rates and those types of things. If the Baesam Government takes it over and spends the
amount of money they are talking about in tryingoting things forward quicker, simpler and
cheaper, and from the information that is presenéedely in the media by the Tasmanian
Government and by TasWater and others, the amdumboey is $600 million or something like
that.

The effects are eventually on local government lyilg reduced dividends, which is
already there but not into the future. As thosuced dividends will require interest rates or a
decrease in services, it will mainly be increasseds. That is one of the main reasons | am saying
there will be increases in the cost of living ie ttommunity. If we are able to work together to
attract the necessary federal government fundiagttas been evident from day one, rather than
trying to push it onto the state government or ptigimto the ratepayers, that would be a major
factor in helping assist in the living costs ofidesits in Tasmania.

Mr VALENTINE - Your other statement was, 'This will eventudily another blatant
example of cost-shifting from State to Local Gowveemt'. Some might argue that injecting
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$600 million into the system, which the Governmam saying they are going to do, would not be
putting a cost-shift back onto local governmenb ydu see that argument?

Mr MARTIN - No | don't, as in the comments | have already madd, that others have
made.

Mr VALENTINE - So that same comment stands?
Mr MARTIN - Yes.

Mr ARMSTRONG - You wrote that 'Many projects were subsequentlyt gguhold” during
this transitional period which actually held backuie improvement works'. Can give me an
example of any of those projects?

Mr MARTIN - | was general manager at Dorset at the time andolvkthat from my
discussions at Dorset and with other councils aiolesmania during this reform period. People
were putting together projects, ready to do watel sewerage works and those types of things.
A lot of them were deferred because of the unadstabver water and sewerage reform and
whether it was going to go ahead. Dare | sayrikinat some councils probably took advantage
of that, deferred some of their projects and wdre & continue to build up their reserves and
ultimately keep them? In my case as general manaig®orset - | won't talk about other
councils - the reserves of water and sewerageaincthuncil were over $5 million when | left.

Mr GAFFNEY - Thanks, John; good to hear you. | was pleasedhyentioned your time in
local government; it reflects your extensive expece. | think you started this water and
sewerage journey 10 or 11 years ago. Have youwieessed a $3 billion takeover or are you
aware of anything of this magnitude the Governmsnproposing in virtually an 18-month
period? It was not a policy for the 2014 electioAre you aware of anywhere else this has
occurred in local and state governments?

Mr MARTIN - Not off the top of my head. | find it quite strang]! think it gets back to
Mr Valentine's comment about the takeover of $1ll®b- or $2 billion- or $3 billion-worth of
assets without any compensation whatsoever, aneéxpectation that local government, right
from day one, in terms of National Competition Byliis supposed to produce dividends - doing
what the legislation, whether it is state or AusraGovernment legislation, requests them to do.
To all of a sudden turn around and say that yowe et done what you're supposed to do et
cetera is outrageous.

Mr GAFFNEY - The state Government obviously has a positioeraht believes it can
enhance for water and sewerage services infrasteictDo you think there is a way for it to be
involved without taking over the business? Thersame concern that the minister of the day
will have the right to prioritise projects, and tha fraught with danger. Would you like to
comment on either of those things?

Mr MARTIN - | think it is fraught with danger that a ministeith a large GBE or utility
such as water and sewerage in Tasmania, who catdveed to make decisions at will, at the
behest of the government, will 'Do this projectdorthat project because we think it's in the best
interest of Tasmania'. With the information pwgedther by an independent board, by independent
professional people working to the requirementstlod state's environmental and health
regulators, who are prioritising in relation to seoimportant factors that are state government
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legislation, | believe their views and the inforioatthey have put together about what they need
to do for those particular types of projects anelytlre not politically interfered with, is a far
better way to go than what is being proposed afrtbment.

The other point in relation to the question youdasked is that | have some serious doubts,
as | have heard today from other speakers, thagtte Government is able to deliver something
quicker by three years. 1 just do not think theoant of information that has been put out there
provides the substance to those types of comments.

Mr GAFFNEY - | have two more questions. | think you wouldiberested because you
went through that period when you were the gemaatager and you were on the water board
and the working party. The state Government, srsitbmission, said that the price increase to
3.5 per cent per year for the second and thirdsyisaio be subsequently reduced by the Treasurer
after considering advice from the Economic Regulatiothink we can both remember when the
state government, at the inception of the watersavderage changes in 2007 to 2009, stepped in
and capped it and politically interfered. Can give us a snapshot of what impact that capping
had on water and sewerage services at that time?

Mr MARTIN - | think that illustrates the point | was makingftwe. What the utility is
allowed to do is governed by the Economic Regulatat also the requirements of environment
and health in Tasmania. The capping and otherdaggos undertaken in the first few years, or
even in the putting together of the legislationbgin with, made it more difficult for the new
entities to deliver what was required for the bér&f Tasmania. We have got through all those
periods of difficulties, complexities and uncertas, and we have got to TasWater which has
been in existence for probably some three or feary now and they are getting on with the job.
They are delivering. They will have all the waseheme problems fixed up by August next year
and that, in itself, is a significant achievemeoinpared to what we had some years ago. Then
they will get on with the job, including in the necouple of years, of trying to fix up wastewater
treatment plants around the state.

The major problems, for instance in Launceston| méled a significant cash injection of
money from the federal government. It has alwagsnbknown that was the case and putting
together a proper business case and submissiottraxtathat and working together is still
10 years overdue, in my view.

Mr GAFFNEY - Some people get confused about the money csumsdke out of
TasWater. | don't think they fully understand ppeeciate that the 29 councils all had equity in
the business of water and sewerage. To get a gilidh on what they put in, each council was
awarded a percentage of the assets, taking awayidtdities into the business.

It sometimes gets frustrating when they say so mailljon dollars a year go back to
council, as if councils are storing that money aontlusing it. As a general manager, any return
to your council would have gone where, John? {mor revenue to be put into other needs?
How does that work? Could you explain that to asduse some people listening are probably
not aware of the dividend return to councils?s ln important point for them to hear.

Mr MARTIN - The dividend returns to council have been usegrbvide the council
services and works - operational and capital - #eth council is required to undertake in
accordance with their strategic plans, which ate@gether in consultation with their community.
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People seem to forget that a lot of councils - alhdouncils work consistently across the state -
actually used water and sewerage revenues to halp those other types of services.

There are some classic examples. Some of therlaitgecouncils - for instance, in the south
of the state - used a lot of their water and segeene&venues to help prop up other council
services. So it was a major problem eight yeaosvetgen the changes were made and that is why
priority dividends were put in place, if you recall

Going forward, those same councils, if they loseséhdividends over a period of time, will
have to increase their rates or decrease theiicesrvDoes that answer your question?

Mr GAFFNEY - Yes, that is good, John.

Mr FARRELL - John, because you've been through this rigm fitee early days and you
know it well, Treasury seemed quite keen back iA809 to take over TasWater - from your
submission, John. From your point of view, whyyda think it has taken this amount of time for
Treasury to act, and why do you think they haveeddnthis way rather than a consultative
process?

Mr MARTIN - There has probably been a change in governmehat period. The reform
process was initiated under a Labor government ewentually there was a change in
government. | alluded to this in my submissionreform of this nature in Tasmania was always
going to be complex and add some transitional prab| particularly the way it was set up to start
with, a lot of which was requested and regulatethleystate Government through Treasury itself.

Now that we have finally got rid of the four corptions and got to the statewide entity
scheme that now seems to functioning really weil doing a damn good job, all of a sudden, to
politically interfere with it again, on the basit false premises of crisis is going to set us back
again. They ought to be allowed to get on with jtite they have been set up to do. To work
together with local government and the Australiaav&nment to improve services, particularly
those major problems in Tasmania - we are suchcanti@lised state with so many water and
sewerage schemes - that they were set up and edeadio.

Mr FARRELL - Thank you.

Mr VALENTINE - One observation you make on page 6 in the sugymamber 2, ‘'local
ratepayers will eventually have to pay more ratadeu the proposed takeover and/or have
reduced services'. We have already discussed thet.the hundreds of thousands of residential
ratepayers across Tasmania who will be adverstdgtafl if this legislation passes.

Do you have a comment on with regard to the is$wegjoity and fairness? If the taxpayer is
going to be footing the $600 million versus theepatyer who is losing their portion of the assets
and portion because various councils have varieusls of investment, is any fairness or equity
issue?

Mr MARTIN - I do. If this goes the way the Government isgmsing, overall the potential
for local government in particular to be sustaieald provide the services they currently do and
new ones in the future, will be lessened. Becatisbe reduced dividends they are now paying
and will be required to pay in the future, oncestheromises of dividends for 10 years and then
50 per cent of 'profits' reduce.
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Mr VALENTINE - Is that profit going to come?

Mr MARTIN - Crystal ball gazing. From what | have seen@fggnments and GBESs, they
will increase. Guess who is going to pay? Ithis community, the ratepayers, the residents of
Tasmania. The cost of living increases, which we &l concerned about and want to try to
maintain, reduce and not increase. This is natgym help.

Mr VALENTINE - Are you saying the assets the various communitéese put their money
into are going to be taken away from their levetoitrol? This will be spread across the whole
taxpayer base for the benefit of the whole taxpdgese, as opposed to the people who put the
value in, in the first place?

Mr MARTIN - That is part of the equation, Rob. The othet @aproductivity, efficiency,
value for money and all a matter of opinion. Ish@een my experience over 39 years that local
government is much more efficient and effectiveraiducing the services communities want and
their dollar goes a long way further than it daoestate government.

Mr VALENTINE - Thank you.

Mr GAFFNEY - John, | remember a discussion in 2017, howaliffiit was for stormwater
to be assessed and valued and the conditions dfrdised this with the Treasurer at Estimates
and he was aware of it. | would like you to comtam it, that local government agreed to keep
the responsibility of stormwater because it wasduficult to put a financial sum. Or looking
through a crystal ball, to be able to include ithe water and sewerage infrastructure. Is that ho
you remember it, John, or can you add a bit more?

Mr MARTIN - No, you are quite correct. There was quitetaobidebate, particularly in
relation to Launceston. That is the largest miggamrmwater and sewerage issue in the state.
Apart from an operational and technical profesdi@amea of expertise, it would be my view that
would still be the case.

If you try to include stormwater - for instance,thvia water and sewerage utility
corporation - you are going to run into the sanfécdities we ran into when we were talking
about it eight or nine years ago. Better to addthesproblems being discussed here today in
relation to specifics of where are the keys in stee. To work out agreements, apportionable
payments, revenues and that perspective than gbmg@ther way. It would be much more
difficult.

Mr GAFFNEY - Some councils say to me the revenue they agtgall returned from their
water and sewerage assists them with some of tmewater issues. Whether it be erosion or
pipes moving or pipe movement, which is actuallgWater, but it helps them deal with some of
those other issues that might occur. Is that howynderstand it to be working in local council?

Mr MARTIN - It could well be the case.

Mr GAFENEY - Thank you.

CHAIR - Thank you. You pretty well covered my gquestiond\nyone else have any
guestions?
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Mr GAFFNEY - John - and | am using you as an example beddusav you were around
the table - when the Treasurer came to us stagegsayhis is what we need to do as a group',
would it be fair to say we had 29 councils acrdss gtate, w some having a relationship with
water and sewerage between each other, but sorle @ot of the biggest concerns was where
the combined monies would be spent. For exampieas a bit of scare that it could have been
the southern beaches, it could have been the Tahneariver situation. That is why they decided
to have the three regions. The then treasurer, Clmilen was very set on making sure we had
commonality between the three regions. Is that lowcan remember the situation or you might
be able to add further to it?

Mr MARTIN - That is probably right. There were a lot ofseas for and against it. Some
of the set-ups, particularly with the common sesvicovider, the rules and regulations put in by
Treasury at the time, were actually setting it aifatil. That is exactly what happened. That is a
matter of history now. We need not concern ouesetoo much with that. What has been put in
place now was largely as a result of the otherctetemmittee. The lower House select
committee set up in 2011-12; our current state Stea was the chairman. It would be
worthwhile to look at some of the transcripts ofrtnents made. | was one of the persons who
presented before that committee. | had many dssaas with our current Treasurer during those
times. The problems of those major pieces of gtftecture were a problem 10 to 15 years ago.
They were a problem five years ago and are stpir@gblem today. They still require these
extraordinary amounts of funding which are not goto be provided by state and or local
governments because we cannot afford them as @ stéte are better off concentrating our
efforts, putting our heads together, getting theppr business case which we nearly had, eight or
nine years ago, and going to the Commonwealth.

Mr GAFFNEY - The last one and it is good for us to get thekgeound. | was really
interested in your comments that a lot of the haodk has been done. Some of the hard work |
can remember, John, was the things about diffgyeaple going to different councils. We had
different award rates, we had the unions involwed,had different working hours and different
pays. We had different councils across the staéeging different prices for water and sewerage.
The first five or six years, to the credit of theganisation, was to try to get some commonality
across the state. It seems to me in the last ®arsy- and you alluded to it - TasWater has
brought that all together. There have been somuessalong the way, but now they are in a really
good position to go forward and strengthen it.light of where they are now, can you see a role
for the state Government to be financially involweith TasWater but without taking control of
TasWater?

Mr MARTIN - | think there is a better way of being involveddacontributing than is
currently occurring. | urge all parties, includitige state and local governments - and | think that
is what local government has been pushing for,iquaatrly in recent times. The senseless
conflicting argument is not helping the Tasmaniammunity.

| agree with your comments. A lot of the hard whds been done. What we need to do now
is get on with carrying out the programs that hagen put forward, but we still need to address
those major issues in Tasmania that won't go awéney are being highlighted and brought to the
fore now, which is a good thing, but we don't néedntroduce the conflicting argument and
senseless diversions that are being done on &pbbt financial basis as they currently are.
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Mr VALENTINE - As to National Competition Policy, do you haweyaomment about
what councils were asked to do in setting up thelevkit and caboodle in the first instance and
how they were expected to get benefits back otheif operations?

Mr MARTIN - | am not sure what the current state of playday, but | imagine it hasn't
changed too much from what it was five or 10 yesys. If you had major undertakings such as
water and sewerage or roads, the expectation vedsytu had to get a 6 per cent return, for
example, on your investments. That is why it haigsied on today. There have probably been
some legislative changes around that, but I'm moé.s That was on the basis that private
enterprise could be involved. All this manipulatiof information about dividends to local
government, which is now probably only 1.3 per canthe assets, the community doesn't know
about it. The return on assets to local governrizenodt a great deal for what they are expected to
do.

Mr VALENTINE - Is it not true that under that model the reaencouncils had to see a
return on their investment was so they could reshback into the community?

Mr MARTIN - That's right.

Mr VALENTINE - That is what the dividends are being used fdayp even though they
have agreed to take only half the dividends. TWes the whole model that was set up?

Mr MARTIN - Yes.
Mr VALENTINE - | just wanted to confirm in my own mind thawbat it was back then.

CHAIR - Thank you very much for coming in.

THE WITNESSWITHDREW.
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Mayor MICHAEL TUCKER AND Mr BOB HOOGLAND, ACTING GENERAL
MANAGER, BREAK O'DAY COUNCIL WERE CALLED, MADE THE STATUTORY
DECLARATION AND WERE EXAMINED.

CHAIR (Ms Armitage) - All evidence taken at this hearisgprotected by parliamentary
privilege, but | need to remind you that any comtagiou make outside of the hearing may not
be accorded such privilege. A copy of the infoiiorator witnesses is available if you've not read
it or if you're not aware of the process. The enmk you present is being recorded and the
Hansard version will be published on the committee websiteen it becomes available.

By way of introduction | advise the procedure weend to follow today is as follows: first,
you will be provided with the opportunity to speakyour submission and then following that to
members will ask questions. | assume you are hajipythat.

Mr TUCKER - | would like to thank the Legislative Councilrfgiving me the opportunity
to represent Break O'Day over the TasWater subomdbiat we've put in. We feel very strongly
about the potential takeover of TasWater and th@ioations that it may have for the residents of
Break O'Day. As mayor of Break O'Day, | am consdrbg trying to protect the best interests of
our ratepayers.

| have only been mayor for three years and on dbdmicfive, so | do not have a lot of
history prior to that, but | will endeavour to do/mery best to answer anything that I can, based
on the submission that we've put forward. Thankyery much for that opportunity.

CHAIR - Thank you. Did you want to make a comment?

Mr HOOGLAND - What we wanted to say is in the submissionweiire adamant that the
information that thus far has been provided bydtaée Government is inadequate for council to
recommend that we proceed with accepting the afféhe takeover from the state Government,
so we have come to oppose that.

Ms RATTRAY - | appreciate you coming along today represenineak O'Day, Michael.
The submission's introduction reads in part -

Break O'Day Council sincerely hopes the Legislatt@uncil can get to the
truth on the table in relation to the state Governtis proposed takeover of
TasWater.

| think it would be useful if we try to delve atlé bit into that particular statement, because |
indicated to the committee at a previous meetiag khvas going to attend Break O'Day Council
where | was provided with some information arounddk O'Day's position. There was quite a
bit of talk at that meeting about the truth of wisagoing on here, so | thought this was a good
opportunity to raise some of those issues you sdé®iamg what the committee needs to find in the
way of truth about this.

Mr TUCKER - Thank you very much for that question, Tanide Teality is this is nothing
more than a politically manufactured crisis. Iy amay we look at it, if it were a crisis, we would
not wait two years before we did something. Ifdee | think we are being extremely complacent
and disingenuous to our people in Tasmania. Tahesevord ‘crisis’, we believe is untrue. The
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word ‘crisis' was used in many formats by the Gomant to discredit local government and our
handling of our dividends, and what we do it for.

We've had no financial modelling with a sensitivégalysis, which we have requested in
writing on a couple of occasions from the Premied ¢he Treasurer. We are very concerned
about the truth being put on the table for everybimdunderstand. While there is constant media
attention on this word ‘crisis', that does not gxasd we are very concerned that the politically
generated motivation for that is purely a cheajitipal election stunt.

That is where we are coming from. The outcome @information being put out in the
public media - the ‘crisis’, 'Third World infrastture’, all these colourful things being
said -harnesses people with very little informatiordelve down to know what the truth of it is.
We believe the truth needs to be on the tableverydody to hear.

MsRATTRAY - Thank you. | appreciate that. | will keep tfraint and centre of my mind.
We had the opportunity to speak with Wes Ford, hafaithe Environment Protection Authority
this morning, the EPA. We were delving into sonighe issues the EPA is responsible for in
regard to compliance. Wes touched on some of shkees Break O'Day had with spills into
Georges Bay.

Mr TUCKER- Yes.

Ms RATTRAY - | am interested to know whether there has be@wiking relationship
between the EPA and TasWater and council to addiese of those issues? Are we past those
issues?

Mr TUCKER - Unfortunately, there are two topics regarding tlysters in the bay. Every
time we have an excess of 50 millilitres of raie thay is closed down because of excessive
floodwater. The Georges River travels down throalljthe farm lands so all those issues create a
closure of the bay without a sewage spill. Thah@ndatory.

Once we get to a certain level the bay is closedindoWe have had sewage overflow issues.
| have to say, honestly, TasWater has been abgplatpeccable in the way they have dealt with
the council. They have come down and had commuhsultations. We have had the oyster
grower committees coming and meeting with counwil #aasWater. They have identified a lot of
areas of concern, and TasWater has taken thatamd bod worked constructively.

They stopped the stormwater infiltration that wasnig out of Fairlee and creating an
overflow into the bay at the bottom of Fairlee. eyhare about ready to start the new pipeline to
give extra capacity in front of council throughttee sewage treatment plant. It is not a perfect
world and we will never have everything 100 pertgeerfect. The consultation of the Oyster
Growers Council - TasWater took everything on bp#indy have gone away and constructed a
very high tech plan they believe will address etleng, and | think most of our concerns. It
should be finished by the end of November. If vl la flood right as this moment, we would
still have problems. If there were an overflow,snof those issues with stormwater infiltration
getting into the sewerage line would been remedi@dl.1 can do is say we have had a great
working relationship and | believe they have domgeat job.

Ms RATTRAY - The EPA also informed the committee. | hopeimgrpretation of what
they said this morning is right - there is no pguatting EINs into some areas and infrastructure
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because TasWater did not have the capacity to ssldn®se issues. They felt that would take
away from their core function and some of the otreduable work they were doing. Is that how
you have seen the EPA operate?

Mr TUCKER - | have to be honest on that one, | think thah@e a TasWater management
issue with Miles Hampton. | would be telling ydurigs | do not have complete information on.
| think it should be more related to TasWater, titlesIHampton or Mike Brewster, to answer that
one.

We have had a good working relationship with theAEdd TasWater, but TasWater does
have to implement state government regulation gmo&PA and they cannot sidestep it.
Sometimes | think you will find there have been sommfortunate comments in the paper
regarding the commercial waste. TasWater is impleing and having to follow state
Government EPA regulations; they do not have amjceh That is how it is managed. Unless
you are going to override the EPA through legistatif the state Government were to take over,
that legislation is still there and still has tofbBowed.

Ms RATTRAY - We have received quite a few submissions thatsdmn the trade waste
issue and we will be addressing that. My last tjoless in regard to Scamander. | attended the
community forum at St Mary's that the Treasuregniter and Mr Hidding were at. There were
some business owners - a local business owner,walsonot so complimentary about TasWater
and what TasWater had been able to deliver for thesiness. Where are you with Scamander
and the Scamander community in addressing thesdbeg have cited?

Mr TUCKER - If | may, Scamander is totally off the list. Itdhall been fixed, as has Fingal.
They have gone right through to Avoca with a pipeli There was an issue before the person
purchased his business. The existing issues Wwere with the Department of Health and Human
Services boil water alerts. It was not somethirag popped up afterwards.

TasWater handled it exceptionally well. The momitere were comments and issues, they
were invited to public meetings and they turnedramediately. They did not back away from
the confrontation. They were exactly where thegudth have been; they took everything on
board and they went away, implemented, totallyshied and removed the boil water alerts. As
we know, it is not something that happens in fiviautes. That is one of the concerns we also
have. You can accelerate a spending program hidges not mean you are going to get good
outcomes.

When there is lack of opportunity for competitiveotes, you will normally pay more for it.
If you rush a job, you could end up with a poor {bat you have to redo. As TasWater has to do
12 or 13 weeks of testing, if there is a blip ireaf the test results at any one time you haveto g
back and start again. The testing regime is peettgnsive before you can remove a boil water
alert. Even though the water is coming back perdecevery test, you still cannot remove the
boil water alert until the DHHS mandatory regime baen completed.

To TasWater's credit, | thought they did an exaeti job. What they have done with
Mathinna and Cornwell with their public consultatjaontinually coming back and highlighting
the different opportunities, cancelling each onewnil we get to the most efficient. It might be
more expensive, but it is the best outcome. Isa@gnl have been to every meeting and TasWater
has been exceptionally well received in the commyuni
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MsRATTRAY - Thank you. | appreciate that because that istwbelieve is reaching the
truth of some of the issues put forward.

Mr ARMSTRONG - | noticed that your submission reads, 'Poterlizidend payments
beyond 2024-25 are highly uncertain’. What makessay that councils will not receive them?

Mr TUCKER - Yes, if we look at history, any time a governmeakets over a GBE, it is a
case of 'lIt looks as if it is worse than it wasve® cannot really honour what we said we were
going to do because it has changed'. If that &/ @nd they honour their commitment to 2025,
there is going to be around $600 million of extebidthat has to be paid back because of their
excessive borrowing to try to ramp up the acceal@mnat That has to be paid back, either by the
ratepayers of the communities or the taxpayersit hs to come out of consolidated revenue
other services will suffer. Something has to payitt

The government is not looking for a profit margiseif, which any business should look at
being profitable and viable. If you read theiridgtion, they do not really care if there is affiro
or not. If there is no profit, we are not goinggeet nothing. Fifty per cent of nothing was nothin
when | went to school, sorry.

Mr ARMSTRONG - You were saying, in conclusion, that two of tBeeak O'Day
councillors are confident and satisfied the stadgg€Bnment's proposed takeover of TasWater will
not adversely affect our community and cannot supplee proposal. Tell me what the
Government has to do to assure you?

Mr TUCKER - We have requested and letters have gone tor#mai& and the Treasurer.
We have requested more information and especidllyaacial sensitivity analysis on a couple of
occasions. What happens in business when someadbegy not go right? What is the fall-back
position? Where is that impact? How is it goingrhpact on others? That has not been done.
We cannot have any satisfaction the Governmenabtaslly done a sensitivity analysis, because
we have requested it and we cannot get anythink. baimancial modelling is paramount for us to
have confidence there will be a profit at the eh@@?4. Our dividends will potentially be the
same or better. Without any of that we have nari#gc no guarantees anything is going to
happen. We have to look at this. This is a reatldv If you are running private enterprise
business, you want to make a profit. We need talide to see the GBE will generate a profit so
we can guarantee our dividends that come back tnailo Break O'Day had around
$33 million-worth of assets transferred. Our dérids reflect heavily on our bottom line in our
revenue which goes back to our community in vakiad@rvices. Our demographic is around
6000 people and some are quite socially disadvedtamnd older age group et cetera. The
financial dividend goes back into our communitfywé do not have this, it means loss of services
and potential job losses. | am concerned andfigiit to keep our community safe and protect
them from any loss of revenue.

Mr ARMSTRONG - You will get $596 000.

Mr TUCKER - Yes, and that will reduce through by approxirha$200 000 because of the
10-year financial plan of TasWater, which we voted to reduce our dividend. We have done a
lot of streamlining and use lean thinking in ouuaol. We believe we can save or have saved by
opening up our own quarries, not buying materiglbd&ing able to supply our own. The shortfall
we can make up so that $200 000, but we cannotfiather $400 000, if we lose that.
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Mr ARMSTRONG - What is 1 per cent of your rate base be equivateend dollars?
Mr TUCKER - About $60 000.

Mr VALENTINE - My question has been answered. It was jusfuheinderstanding of
the investment you have in TasWater basically.

You have also answered the issue about stormwatersion into the sewerage system. You
say for the most part that has been fixed in B@&kay or is there still some outstanding?

Mr TUCKER - TasWater has just done some more smoke testsivedack in the 70s and
80s connecting the sewerage with the stormwatemwaeeally seen to be a problem.

Mr VALENTINE - Until a major storm event.

Mr TUCKER - Then we find out people were a little bit smand they put U-section in
their lines so it is full of water and smoke wilbtngo back up it so you cannot do a smoke test to
find it. We have had quite a lot of help with Tast@f and they have been amazing as far as
going down resealing every manhole cover that cdaddound and documented. Because of
water getting in through the manhole covers in feavents to smoke tests and then we have
actually the dye test. The dye test is obviousé/most important one because a bit of water in a
pipe might stop smoke, but it does not stop dyeasdave had an incredible amount of help from
TasWater. They have worked very constructivelyhweibuncil and our building services et cetera
and we believe that they highlighted every issugamlee, which was our main issue.

Mr VALENTINE - Fairlee is?

Mr TUCKER - Fairlee as you come into St Helens, before yeutg the bridge on the
left-hand side and everyone used to call it MorégBigl. Now it is commonly known as Fairlee.
That is where there was such a steep gradientsttrenwater was infiltrating through the
manhole covers because of the poor seals in plaberough an extensive process, we are
comfortable that has been addressed and the ngacprehich is increasing the capacity from in
front of council to the treatment plant, shouldkpup everything else. We would like to say we
have a real chance we will not have major probl&oma now on.

The beauty about what is happening is that it teak o political interference, Rob. It has
been on a needs basis, with an independent boarg dgob that needs to be done and not where
you can get a vote.

Mr VALENTINE - If the Government took over sewerage and waetivety and there
were issues and problems with overflows, they mighgoing back to local government saying,
"You have to fix that because stormwater is yoobf@m and not ours'?

Mr TUCKER - Rob, for the Government take over potable wiaterbit of a joke. It will be
fixed before they take it over. The issues wittrrstvater is being addressed on a case-by-case
basis without political interference. There is erwhighly qualified, skills-based independent
board. They are looking at wherever there is andsoyster growing has been an issue and they
are targeting areas that need fixing.
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Stormwater is coming back to a council issue: nufsthe areas where we have had
problems, | am comfortable the management's appradccouncil and TasWater working
together in our community, | cannot talk of anyestiommunity, has overcome those issues and
work very well together fixing them.

Mr VALENTINE - Thank you.

Mr HOOGLAND - | do not see the risk is as much around thingied fobbed back to
council but the prioritisation at the moment is dshon council as owners, an independent
skills-based board, determining priorities with rageament and a skilled management team based
on the need of the infrastructure, the populatlmeiag serviced and being fact based.

Break O'Day Council is a small community; it's edésthe main population centres and does
not get big votes. If a GBE is being managed Ipplitical system, the bigger risk is around us
being pushed down the priority list because of kmrted population. Instead of it being a
fact-based system, a politics-based system wilkvagiainst a community like Break O'Day.

Mr VALENTINE - Thank you.

Mr FARRELL - | noticed in your submission, you have had a dbttrouble getting
information and financial data modelling back fréine Government. | imagine that is the case
with the other councils. It is interesting, bea@tso of the councils in my area are supportive of
the Government takeover. Do you think they will/éanore success getting information or do
councils have different processes for assessirsgthele a general approach from LGAT or is it
looked at as a bargaining-off-one-council-at-a-toperation?

Mr TUCKER - To be honest, LGAT has requested very simiflanot more, information
than Break O'Day has requested and been unsudces¥fe have 25 councils opposed to
takeover, four are for the takeover. The very waagjority is against the takeover.

All councils are not equal. Some councils, forta@ier reasons, prior to the takeover, when
Ben Lomond Water, Southern Water et cetera was Ulated, did get extremely nervous and
pulled back from investing heavily into some ofithefrastructure because with the takeover
they could keep the money in the bank and potéypgamebody else would pay for it.

It is a possibility that some people saw the tamsias a godsend financially. We have a
small council, approximately 6000 ratepayers, bathad $33 million-worth of investment. If
you look at some of the other councils with the sgmapulation, you will see some councils had
$10 million- or $12 million-worth of investment. Nt happened back then, | have to put my
hand up and say honestly | wasnt even a councillérdid not come on council until
November 2011 and | would be speaking out of schadlout of my depth to comment on things
previous to that.

Mr GAFFNEY - Out of the council submissions, we have moshcis opposing it. Two
of the councils in my area have supported it bat/thave not put a submission to us. It would
have probably been helpful if they had.

Mr TUCKER - I'm sorry | can't help you much more on that oh&ould be starting to get
out of my depth.
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Mr GAFFNEY - You've explained very well the relationship yocouncil had with
TasWater. | am imagining there is quite a bit ofersation flow through that. There are two
issues | want to raise. Sometimes in the mediartepve hear about the 29 councils and how
ineffective and how inefficient it is to be managimasWater with the board. Can you explain
how that situation works in reality? Some peopléhe community think, '‘Oh my God, all these
owners', but they have streamlined it to a proc&erhaps you can explain to us the process that
happens in local government land with the relatigmsbetween the owners, TasWater and
perhaps even the board?

Mr TUCKER - For the first part, we have to remember TasWtatek over from the other
corporations. As we all know, it will take at [€d2 months to pull all the data and infrastructure
together before you really start work. They hawvdydoeen in operation at full capacity for
approximately two years. That's when we starteingea real momentum and movement with
TasWater and the projects they are managing andimeyire implementing them.

It is a skills-based board, an independent boardpard of directors. While we are the
owners, ultimately that board may make a decisiticivis totally against 29 councils. To be
honest, that's how it should be. They are a skdlsed board; they are directors of a company and
they're doing what is required under the Corporatidct to run a board in the most efficient and
effective manner. We as councils - 29 of us - Haa some very rigorous debate with them. We
have had some very harsh realities put forwardstavhen the state and federal governments
would not help TasWater with any funding. That nteae had to vote, which we did after some
very rigorous debate, on reducing our dividendyvikiga said that, the councils made a vote on the
advice given to them by an independent skills-bdsead doing what they have to do. We had to
take two tablespoons of cement and harden upandijust get on with it.

The reality is TasWater needs to be effectiveceffit and viable, and that is one of the
reasons we have extreme concerns about anothécgloGBE - we call them a GBE - but this
one is a PBE, a political business enterprisecoltld be run by a treasurer or a minister at the
whim of any political electorate. It is very congimg for us that we may miss out because we
don't have a lot of votes in our municipality ane Wwelieve the skills-based board, which
TasWater is, is the very best way to run it, injoontion with the Economic Regulator. If you
want to have cheap water, it means the Treasurertddegislate to remove powers of the
Economic Regulator, which is done on a politicaliwhto buy votes, not for long-term
sustainability.

Mr HOOGLAND - Just to clarify, councils are owners, but we @aners in the sense of
shareholders, so we have shareholders’ meetingeevthe board reports to the shareholders,
explains where things are at. If we really thoutt#t TasWater were going off the rails, we
would have the power to tackle the board or replhedoard, but it is that sort of relationship.

Shareholders are owners who can choose to refesbddwrd if they want to, but it is very
much at that arm's length where operations ancttébre is set by an independent skills-based
board giving direction to a management team.

Mr GAFFNEY - Thank you for clearing that up because | amsouoe if a lot of people are
aware of the relationship the 29 shareholder céaimzive. My last question is now about the
relationship and the communication that you havdhwisay, the TasWater chairman,
Miles Hampton. You have talked about the relatmsvith Mike Brewster and TasWater, but |
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just saw a media release today and it has a cafiphengs | would like you to comment on. This
is from TasWater about the TasWater chairman, Milaspton -

On 3 May this year, Mr Gutwein made extremely peascand disparaging
remarks about me in his attempts to justify the €@oment-proposed hostile
takeover of TasWater. Under protection of Parliatagy privilege, he elevated
the issue from a dispute about the respective snefithe Government for the
TasWater plan for the upgrade of Tasmania's watérsawerage infrastructure
to a personal attack on my character, motivatiomd eesponsibilities as a
company director under law.

| am not commenting on whether what Mr Gutwein siaysght or whether it is not, but |
would like to know, from your council's point ofew, what sort of communication, what sort of
feedback, and what sort of relationship do you haite Miles Hampton? How do you get the
information from the chairman and his board?

Mr TUCKER - To be really honest, when | went to my very tfishareholders' board
meeting, | thought, "'Who the bloody hell is MilearHpton?' | was taken aback because he spoke
eloquently, but he seemed a little bit distanthadl to actually go through a couple of meetings
before I actually could make a decision on whabuight of Miles Hampton.

After two or three meetings, | started to warmhe man, as a man of complete integrity and
a man of immense honesty. Having said that, we tirere starting to have problems with the
oysters in Georges Bay when we had the floodingyaar. That was one of them. We all
remember the major floods.

| rang Miles Hampton. | spoke to him personalle organised a meeting for himself and
Mike Brewster to come to Break O'Day Council artddswn and talk to us. We at any time can
make a phone call. | have his direct numbers.istdways available. If we have any concerns,
he will always immediately set up a community cdtagion meeting which he will attend or
Mike Brewster will come with him or Lance StapletoAll three will come or they will come to
our council.

Even though my first impression was vague, sinea thhave thought he is one of the most
incredible operators | have had to deal with. dswust the nature of the man. | am probably a
little bit of a rough gem, if you like, to put itildly, and | found Miles to be the exact opposite.
found it a little bit hard to get to know him. Gnt got to know him, | found he is absolutely
impeccable, an incredible director of a board, eddrly accessible. Absolutely nothing is a
problem to him. | cannot speak highly enough okétas a person and as a director of our board.

Mr GAFFNEY - Using the board and TasWater itself, from a llagavernment mayor's
point of view, do you think your community ratesyenue, your income and your input into that
is very sound?

Mr TUCKER - | certainly do. The relationship, which is wh trust, honesty and respect,
is impeccable. | know that in our community we laaigéw boil water alerts and they actually did
not shy away from it, even though it was extrenedpensive in a couple of areas because of the
small population. Scamander is one and they knaw important tourism is to us. They got on
with the job and they fixed the problem. The mon@&gn't an issue. All that | could say honestly
is the respect that we have as a council for treWider board, in general, right across the board,
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Miles Hampton is always accessible and so is MikewBter. | can't speak highly enough of
them; | have to be honest on that. I'm not tryimgnake them out to be something they're not.
We just have a good working, honest, open, trusehgtionship with them.

Mr HOOGLAND - On that broader question, yes, | think a modwelt tworks for
shareholders, where councils have shares basedeoredquity at the time of formation of
TasWater, relating with a skill-based independewiard, again working with qualified
management, is a very effective model for localegoment and for Break O'Day Council in
particular.

Mr GAFENEY - Thank you.

MsRATTRAY - | have a question in regard to headworks chargé& committee received
a submission citing the difficulties in building.he east coast is a beautiful place to build. Have
you seen any impediments to building developmenBrieak O'Day because of the excessive
headworks charges that have been cited for putifigastructure in to progress housing
development particularly?

Mr TUCKER - Personally, in Break O'Day | haven't seen thideadworks charges were
abolished under this Government. In essence, wieaare looking at is every ratepayer in
Tasmania subsidising big business - the mum andatagayers. Having to elaborate a little bit
further is one of the concerns | had with Macquiaent. Are we - as ratepayers, mums and dads
and everybody - supposed to subsidise a majorsiméreture project that is not really a TasWater
project? Headworks charges - please correct @ iMvrong - | believe were abolished not long
after the present Government came in as one @letgion promises, which it has honoured. |
don't see the headworks charges as being an impetinBob, could you please help me on this
one.

Mr HOOGLAND - I'm not aware of headworks charges being raaseahn issue for years.

Ms RATTRAY - I'm just asking the question. If there is neurs in Break O'Day and
development is humming along, that is great. gresat for the community and certainly great for
business. I'm just reading through the submissamtsthey may see things a bit differently. |
will get an opportunity to explore that a bit later

Mr TUCKER - | ask that you would do that because | don'ttvamuantify something that
| am not 100 per cent sure of. | thought one efltlberal Government's election policies was to
abolish that when it came in, which | believe hapguk

Mr ARMSTRONG - For a certain time, | believe it was.

Mr TUCKER - | think it's still going.

Mr VALENTINE - They fund it for a certain period of time.

CHAIR - | have a question about something you said: said if you felt the board was
going off the rails, the council would tackle itasked Mayor Downie earlier about it and he felt
that the board and TasWater were there to do jbleiand it really wasn't up to the councils to

interfere. Do you believe that the councils, iéyhhad concerns, would get together and work
together? I'm not sure all councils get on paldidy well together. Do you think you would
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work together if you had issues and actually addtiesse with TasWater, or do you see yourself
more as the owners and removed from the boardrandthe administration?

Mr TUCKER - There are two points there. First, becaus&efstructure of TasWater and
its skills-based board and because we as sharebdidee the right to raise concerns, which we
do with our quarterly reports and we go throughrgting, if there was a major issue, | am sure
council - because David Downie is the spokespefsomasWater and Miles is the Chair - would
go through the correct process protocols, raisadt deal with it. At the end of the day, we are
still the owners but the board itself is an indegeat, skills-based board doing a job. While
sometimes it is a little bit bittersweet that ycavh to accept, we had to accept we had to reduce
our own dividends to fund the infrastructure 10+yg@gram.

When it was explained in such detail by Miles, veel mo choice. We discussed it in a very
rigorous debate. Some of them did not want to @citebut the overall factor is that what is in
the best interest of Tasmanian people - ratepatetpayers and businesses - is very important.
This is a business and we need to work in an exeprofessional manner. Because we have
that relationship with them, we have not had to edangrips with a mutiny on tHgounty, if you
like.

CHAIR - That is good. It is just that many of the suksions relate to the current issue of
dealing with trade waste. | wondered whether coreedad been raised with your council. |
asked Mayor Downie as well. The fact is that theme options which are not being allowed to
many of the smaller businesses. | did not knowthdrethat was an issue, and if it was an issue,
whether it been brought to you by any of your snialsinesses, perhaps takeaway shops or
bakeries, and whether you had taken that to thedboato TasWater to pursue some of the
options that might still meet the EPA and the ratprs requirements.

Mr TUCKER - In Break O'Day | personally, as mayor, am not awsdranything that has
come to our council that has been an impedimerdusecof the trade waste. We accept that trade
waste is a volatile issue. Tasmania is one ofdbestates in Australia to get on board with this.
Unfortunately, TasWater is still regulated by ERAgislation which it is compelled to implement.
How that is implemented and what variation of haw get compliance is between TasWater and
the owner of the property to get the outcome reguby legislation; hopefully, it is the cheapest
opportunity for the business.

The other rationale is, once again, do mum andrdapayers subsidise big business for a
trade waste which is actually blocking up and aagigproblems within the system, or is the
person who creates the problem responsible for dgimg it? That is where it gets really
awkward. People buy businesses and when the lsssivess built, it was compliant. They bought
a business in all good faith and then they find dmwn the track their waste is not compliant at
all. That is a real issue.

We need to work together. State government needgotk with TasWater. My take-out
from all these submissions is that we should bekingrtogether. We should not be denigrating
each other in the media. We have been hammeredefoty two years. It is disgraceful. We
should be working together to get the best outcton&@asmania as a whole.

CHAIR - That's fine. From that | am taking that if colgents were coming to you with
issues, there would be options available in thé ofsAustralia for some of these smaller
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businesses. If it wasn't being taken up by Tas¥Wystai would certainly go on behalf of your
constituents to the board and management?

Mr TUCKER - Most definitely.
Mr VALENTINE - Have you seen the Government's submissionat all

Mr TUCKER - We looked at the Infrastructure Tasmania reportra@sioned by KPMG.
Is that the one you are referring to?

Mr VALENTINE - Yes.

Mr TUCKER - In any report, if you go to a consultant and ydutteem what the answer is
going to be at the end, they will work the consuitato give the answer you require. | am so
sceptical of KPMG - not KPMG personally, | takettback - but when you do a report that says
'no financial constraints' and you do not careatiynake a profit at the end, | have serious
concerns, | am sorry.

CHAIR - Thank you for coming in and your submission.aitk you, members.

Mr TUCKER - I very much appreciate the opportunity to put mpchap to try to fight the
fight.

CHAIR - Thank you.

THE WITNESSESWITHDREW.
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Mr TIM GARDNER, PRESIDENT, TASMANIAN BRANCH, AND Mr JONATHAN
McKEOWN, CHIEF EXECUTIVE, AUSTRALIAN WATER ASSOCIATION WEE
CALLED VIA TELECONFERENCE, MADE THE STATUTORY DECLRATION AND
WERE EXAMINED.

CHAIR (Ms Armitage) - As you are probably aware, the ouottee is taking sworn evidence
and all evidence taken at this hearing is protebtegarliamentary privilege. | remind you that
any comments you make outside the hearing mayenaffbrded such privilege. A copy of the
information for witnesses is available if you've nead it or if you are not aware of the process.

The evidence you present is being recorded anHahsard version will be published on the
committee website when it becomes available.

By way of introduction, the procedure we intenddibow is we will give you the opportunity
to speak to your submission and then committee reesnill address some questions to you.
We are seeking information specifically relatinghe terms of reference.

If one of you would like to start, either JonatlwanTim, and speak to your submission.
Mr McKEOWN - Thank you. Tim, if you let me have the firsack?
Mr GARDNER - Please do.

Mr McKEOWN - Thank you for the opportunity to speak to theraission. | would like to
make a couple of points on behalf of the Australldater Association. The Australian Water
Association is the national peak body for the watmtor and represents more than 100 water
utilities, 600 corporations and about 4000 watacptioners.

We have no policy views, nor do we want to get thi® discussion on ownership structures
per se. We are not interested in who owns watktiag. We are much more interested in the
principles that guarantee improved governance thase water utilities to provide the maximum
support and service level for our communities anwdhose water utility customers.

With those opening remarks, the association watttdling to the committee's attention
three essential points that we feel are vital targatee that customers' water utilities are rengivi
the best form of governance and indeed serviceetglirom the water utilities.

These comments come from a national perspectivatdr utilities across the larger
metropolitan areas, but also regional and remat@tcy areas that are part of the association's
membership.

The process of reform Australia has been througheriast 20 to 30 years in water utility
management is very dramatic and is probably aheawst OECD countries with perhaps the
exception of the UK, which has gone in a slighilfedent direction than Australia. We are
considered around the world to be some of therbastagers of water utilities. It is a reputation
the industry is very proud of. That reputation hasn built largely around evolving and
improving the structure of governance that theseenatilities operate through.

We recommend that the committee gives serious deredion to three essential points that
may affect TasWater going forward.
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The first is to encourage a governance model witiénregulation or within the legislation
for the TasWater entity. | will refer to it, if ¢hcommittee will permit, as TasWater rather than
alternative names covered in the recommendatioastablish a new entity.

We must have a governance structure that ensueemdependence and accountability of
that water utility in Tasmania. The associatioand through it the utilities that are part of the
industry - sees it as vital to preserve managpreaiogatives for two reasons: to ensure the witilit
has a very transparent governance structure, lin#ioge inside and all of those outside, in terms
of customers and stakeholders, are fully awareTdfat leads to the second point: with a really
strong managerial prerogative comes real accouityafar the quality of the services delivered
by the utility. Any interference we're seeing wittat management prerogative across the utility
has a very detrimental effect on both the moratetae quality of the management of services of
the utility.

There have been strong examples of this acrosiustealian water utility, which have led to
a strong philosophy and now model that most, if abtof our large utilities have. That is an
independent board, an independent governance wteuahd clear accountability on that board
and through the board to the CEO to deliver theises. They have evolved because previously
these entities were very much part of the stategowent structure and the lines of authority and
governance models were much more blurred, whichtdedeal issues in terms of quality of
services and the quality of the asset managemémthvis one of the essential tasks of the water
utility.

The second point we wanted to bring to the attentibthe select committee is the need to
provide certainty in a process that involves sigaiit change, particularly in relation to the
rollout and implementation of capital expenditureojpects. Both these issues have been
experienced in utilities across the country. WHike understand the level of reform required in
Tasmania is significant, and while we also acknogéethe serious challenges Tasmania faces
due to its remote and diverse locations of plahis,number of water treatment plants versus the
population and the limited customer base to rdisefunds for the service delivered, we see very
significant issues in breaking up what has commantd asmania.

The industry overall in Australia has seen a sigaift change in the way Tasmania has
addressed these water issues since the establisbfmieasWater back in 2013. That is not saying
we are completely comfortable or 100 per cent Batisvith the progress made, but that progress
as far as the national industry is concerned has keynificant. It's been significant through a
difficult political situation in Tasmania that | daot need to go into, in terms of getting the
number of stakeholders to agree to reducing froreetlto one entity, to get some better scale
behind the management of Tasmania's water resources

We are seeing some issues around the governanadustr that may directly affect the
change management that has already taken placéve \8&en progress within the expertise of
their management structure, the ability to nowtpgether a capital works program that has been
well understood by the entity and by the senior agament. While that capital expenditure
program has been slow to start, in recent monthsewseen significant progress and are
encouraged by what has been achieved. We seaisersis attached to any desire to change
horses midstream, by going back to create a neity ¢émat will start in July.
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We see that as potentially upsetting the momentuah ias commenced, putting in serious
delays in implementation, potentially challengimg tstaff within the entity that is going to be
created. If there is an attrition rate from thestmng staff in the strategy that has been fornvesl,
see that as potentially going to delay or will dr the capital expenditure program from
anything from four years or it could really takeheck to a situation which is 20 years behind the
other utilities across the country.

The third main area of concern is the vital impoc& of having an independent economic
regulator. This goes to the actual authority esertby your Economic Regulator. It also goes to
a much more difficult area of perception: the peton of stakeholders across the industry
within the water utility and within the customersiezof the entity.

The need for an independent economic regulator gmémth the confidence of the water
utility itself and also its customers and stakebadd It goes very much hand in hand with what
has been a truly national push under the princgfléhe National Water Initiative developed
throughout the Millennium Drought. Part of thatsv move water utilities nationally to a
situation where they had a full cost recovery tafge the services they were delivering. Any
move away from that seriously threatens the ecoooamd the management expertise and
viability of the water utilities. The economic rdgtor and its independence is vital to all those
tasks, but also to attract additional investmenjoamt venture arrangements with the private
sector into that water utility.

If we look to Tasmania's future, not in the nexotyears but in the next 10 to 20 years, there
is an opportunity to get much more private seatwolivement just as there is across mainland
Australia where, on average, the major capitaésifiround Australia have anything from 75 to
85 per cent of their services delivered by privegetor operators. That does not mean they are
owned by private sector operators, but their serdelivery models are involved in private sector
partners, which has driven very significant impnoeats in efficiency, reduction in costs and a
much better performance for customers. They artha@theart of driving some efficiencies.
Without a proper economic regulator that is notyadting truly independently but is perceived
as being independent, there are serious thre#tat&ind of development for Tasmania.

| conclude by saying there is a very significanbremmic opportunity in what is occurring
now with TasWater - that is, the reigniting of asfreanian water industry. We are seeing the start
of that with the capital expansion works. Thisitapexpansion plan and capital works plan of
$1.5 billion have significant opportunities to irese the capability of Tasmania's water sector
and Tasmania's water industry. We need to beyrealieful in going forward. The Australian
Water Association believes any moves to changestitugture or to interfere with the rollout of
that capital works plan and program may have ardefital effect on an opportunity we see as
not only commencing but as a very clear visiondpagd Tasmania's water industry.

With that, | am happy to take any questions or gl®vany specific comments that the
committee may require or perhaps ask my co-respundehis, Tim Gardner, to make any extra
comments.

CHAIR - Thank you. Did you wish to make a comment, Tixfore we go to Mr Valentine
for a question?

Mr GARDNER - Nothing further at this stage from me.
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Mr VALENTINE - Thank you for that précis, Jonathan. There wegiay interesting points
made.

Do you have the figures at hand on how many ofathter utilities are actually hands-on by
government ministers as opposed to at arm's lengitbPat arm's length, by another jurisdiction
as opposed to government.

Mr McKEOWN - As to Australia's major water utilities, they earall state
government-owned, but they are all corporatisedh viully independent boards and legislation
that maintains that complete independence. Thedbothemselves refer and report to the
minister but all the management and the CEO refmthe boards. You could say there is
minimal interference in the day-to-day operatiohthose utilities by the governments of the day.
There are some exceptions to that, particularl wie appointment and the removal of the CEO.
It is different when you look at regional coundiscause they are still principally owned by their
local council or local authority. They, likewisare given a degree of independence to provide
and manage the water services within a council.e @mample | could probably share is the
Shoalhaven City Council on the New South Waleslscooast. Its water delivery is managed by
a separate division within the council but it ispensible for the design management and control
of those water assets and the delivery of thosécesr to the greater Nowra area. It has that
degree of independence from that management steuctieports to on the local council.

Mr VALENTINE - Do you have any comment about the number ofiseproviders that
can ramp up to satisfy the sort of demand that trivghrequired if the state Government got its
way and were to try to pull in expertise to makis #il happen? Do you have any handle on the
level of resources that might be available on tlanfand - nationally, as opposed to Tasmania -
to handle this?

Mr McKEOWN - Is that a reference to more partnerships witheihdustry to support the
requirements of Tasmania?

Mr VALENTINE - It's just a reference to the physical capacftyhose in the industry to
handle such a ramp up.

Mr McKEOWN - There is plenty of appetite within the nationater industry to support
and augment what is being planned in Tasmania @nd@igsmania'’s future development. At the
moment, if you look nationally, while things haweried a corner, | would estimate in the last
four or five months we are seeing more activity,renmvestment in the water sector and more
projects. There is still a very large unutilisexpacity of the national water sector that couldllen
resources to support any ramp up of what is requir@d asmania.

Ms RATTRAY - | am very interested in your submission becagseernance is very
important for any organisation, not least in thdiveey of water and sewerage services to
Tasmania. | was interested in your comment un@grdertainty of change management and
capital expenditure projects, where you said, "€a@mblishment of a new entity will cause a
period of disruption for up to four years'. Cowylou expand on that? TasWater is a fairly new
entity in itself; even though we had the four eesitprior to that, it is still young for an entity.
Would that be fair to say?

Mr McKEOWN - Very fair. That is going right to the heart ohat the association was
trying to communicate. It has really taken fouangefor TasWater to sort out its own structure,
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entity and plans for Tasmania. To create a new yoe risk the unbundling of all that progress
that has taken four years to complete. If thera @diminution of expertise or personnel from
TasWater into the new structure, tracking or retgrthose right skills under a new entity could
create serious delays in getting to where TasWsigow.

TasWater itself is only four years old, but onlyanim the last six months are we seeing good
progress. You run the risk of going back to anotbar years of trying to settle it down if you
undo and create a new entity with upheaval chaofypsrsonnel, strategy and plans.

MsRATTRAY - It has been suggested that a lot of the stedbdly with TasWater will just
transfer over to any new model. Do you still detame issues there? Obviously there might be
a few changes on the board, but the staff deligetie works on the ground are not likely to
change. Do you still stand by the suggestion ckivards by four years?

Mr McKEOWN - Tania, my comment is that you are not likelydse, | hope, a very large
proportion of the people on the ground. Wherertbke comes is with those higher up in the
organisation. They have had a formative part &y jph creating, developing and understanding
the implementation of the strategy of TasWater.

We have experienced this in other utilities wheanges have occurred. There is a flight
risk at that end of the structure. It can take tavthree years by the time you get new people into
those senior positions and all aligned - to settéan, get them on track and understanding the
people who report to them. That is a process -@ligning personnel difference and re-gelling
your major stakeholders and customer bases - amamiof four to get where TasWater is now.

Ms RATTRAY - Yes. | appreciate that. Can | take you to timportance of the
independent economic regulator? My understandinthe role of the independent economic
regulator will be there regardless of who owns Tag#or whatever it may be in the future. Can
you explain your concerns around that?

Mr McKEOWN - Yes, sure. Perhaps | could give some natioaedgective on that point.
There are very different forms of economic regoladi in the states across Australia. In New
South Wales, where the economic regulator is théegendent Pricing and Regulatory
Tribunal - IPART - formed by the government as pasate entity that reports back to the
government.

There was controversy within the industry aboutdegree of independence IPART has in
determining its recommendations and findings oneib@nomic issues of price. They have been
tested in the court of public opinion and in theitof the industry views, and have come out
fairly strongly as being strong advocates. Thermgood evidence to show they are independent.

There is always a fear in the industry when Treastarts to influence the so-called
independent regulator. That is always a conceeveary state. In every state a separate entity is
given the task of being the economic regulator. iigerstanding is the economic regulator in
Tasmania actually has gone back as part of Treastihe perception - and | am not going to
comment beyond that -

MsRATTRAY - Real or otherwise.
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Mr McKEOWN - Yes, real or otherwise - is that this is a veifferent model to every other
state. There is one state in Australia with issbesause of the limited powers given to the
regulator, and that leaves a lot of power baclkhe minister to interfere in decisions. That has
caused a lot of controversy in the industry. Whigreas worked best, is where there is a
completely independent body with its own structared legislation to provide independent
economic regulation.

MsRATTRAY - | appreciate that and your submission.

Mr ARMSTRONG - With all the other water corporations you représ are there others
with storm water under their control?

Mr McKEOWN - That is a very good question, Mr Armstrong. Tdmy one that takes a
more aggressive view on it is Water CorporatioWstern Australia. | will take that on notice
and come back to the committee.

Mr ARM STRONG - Thank you.

Mr GAFFNEY - | know you are not going to comment any furtioer the Tasmanian
Economic Regulator. There is a comment on thahénsubmission from the Government. It
might be what you are alluding to, where it sagan'be subsequently reduced by the Treasurer
after considering advice from the economic regulatbhat is a situation where the Treasurer has,
by the right of the bill and by definition, the pemto change or alter the Economic Regulator's
decision. You do not believe this is best praétice

Mr McKEOWN - That is correct; it is not best practice. & ttommunity really is to have
faith and trust in the prices set for the servipesvided by your water utility, those customers
must understand that the process of calculatinggetipoices is truly independent from government
interference. If you do not, there is the risk tmenmunity will lose faith. They will say they
have kept prices down, but we have an election igrand it is all artificial. An unviable system
economically because the true costs of what iveledd is not reflected in the operations. This is
a very big issue right across the country.

Mr GAFFNEY - Thank you. Most governments would be involvethwsBES or state-
owned companies such Hydro and Tasracing. It ifoupe government of the day to set policy
and guidelines around those state-owned compar@esm you comment on the important thing
about the water and sewerage company with TasWateidepending on a continuity of the
government of the day? The government or the new mext year or four years later not
interfering with water and sewerage. By puttingntder the minister's powers, it risks continuity
of good for the community into the next generation.

Mr McKEOWN - Taking it further, if the management and thevieess delivered by any
major utility, not just water, is dependent upom tholicies of a particular government, the
fundamental risk for the whole community is thatvvgmments can change policies, as they
rightly should. But the delivery of essential iyilservices, must be independent and completely
capable of providing those essential services timrcommunity irrespective of which government
comes or goes.

Mr GAFFNEY - You are aware of what TasWater has been doinftpto years and what is
happening nationally with water and sewerage. Himwvyou believe TasWater, as an entity,
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compares to what has been happening in our maintanohterparts. Sometimes we get
information about sewage overflows and EINs andglhose sorts of things. Comparatively,
how do you think TasWater is performing?

Mr McKEOWN - Comparatively | think they are performing inatgg well, given they are
starting from starting blocks way behind their cmunorganisations on the mainland. That's
because of the lack of investment and the lackeselbpment of a proper water strategy for
Tasmania, which was so screamingly needed foras$tetlWvo decades. They've started behind the
eight ball but they have really run, | think, vesffectively. The industry is very pleased and
supportive of what they've done.

My other comment is that TasWater is in a situatiohdissimilar to our colleagues in South
Australia Water. They cop an enormous amount giciam because it's an easy target for
headlines. It is something that affects the peroep of most Taswegians about the utility. The
tremendous developments and improvements that beserred over the last four years can
sometimes be lost against the white noise of drarhatdlines or highlighted issues. SA Water
suffers the same thing. It might be something ntoredo with the size of population and the
number of media outlets or newspapers that youacamally throw at it. | think they suffer a
disadvantage in that regard.

There is so much more that they need to do. Mimigeor the industry's feeling, is that
those who are managing TasWater, including thedbaad the senior management, have their
hands really on the challenge. They are reallysged in a way we've never seen in Tasmania in
the last 20 years to fix the problem. We see,magdustry, that they have a very sound plan,
which they're now commencing to roll out. We'reyveoncerned that all of that advantage could
be seriously jeopardised by unnecessary change.

Mr GAFFNEY - Thank you very much.

Mr FARRELL - You have covered to a certain extent the governahdee body. At the
moment certain groups that represent developereted people say it's such an issue they have
to deal through 29 local council bodies, when ialitg it would seem to me that they're just
dealing through TasWater. It is often portrayeat tfthe councils have more influence than they
actually do. In fact, we heard from one of the oraywho said he sometimes will have a
differing opinion to TasWater, but he respectsdieision that the board makes. In reality it is
just dealing with the one independent body. Do gee a risk to that under the proposal to
change its structure? Do you think that will wadewn the independence of TasWater under the
new structure?

Mr McKEOWN - Craig, you've highlighted the main risk therdf an entity with an
independent board is now responsible to the minfstethe functioning of TasWater's services is
affected by 29 councils going to the minister aadking to influence decisions, that interference
is a real problem. My understanding, and the itrglissunderstanding, is that the TasWater board
and management have worked constructively witi2theouncils. We're not aware of any major
issues. We are aware of differences of opinionjaasrightly said, but we understand there is a
good degree of respect and trust between theemntiti

If that is all removed and a new system that isapEn to the same transparency replaces it,
there is a real risk that the confidence and thigyato achieve things for Tasmanians in terms of
water management could be seriously jeopardised.
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Mr FARRELL - You probably haven't had a chance to see thsld¢ign since | think it was
only passed through the lower House yesterday what is being proposed is not actually a
proper GBE model. It seems to be more like anredtide commission that hands a lot more
power to the minister or treasurer of the day

Do you deal with other places in the country theténa similar model, where that high level
of responsibility is with the Treasurer?

Mr McKEOWN - If the treasurer or the minister has respongibibr any way of
influencing day-to-day operations, | would haveptant to most states 20 years ago - the model
that has been outgrown in the last two decadesult point you to many countries in the Middle

East and Asia that have that same challenge, bstr#dlia has moved on very competitively since
those days.

Mr FARRELL - Thank you very much.

CHAIR - Thank you very much for taking the time to speath us today and for putting
your submission in. It has been very interestingd @ery beneficial, so thank you for your time.

Mr McKEOWN - A pleasure, thanks, Rosemary.

THE WITNESSESWITHDREW.
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Mr MALCOLM EASTLEY WAS CALLED, MADE THE STATUTORY DECLARATION
AND WAS EXAMINED.

CHAIR (Ms Armitage) - As you are probably aware, allderice taken at this hearing is
protected by parliamentary privilege but | remirmuythat any comments you make outside the
hearing may not be afforded such privilege. A copyhe information for witnesses is available
if you have not read it and/or unaware of the pssce

The evidence you present is being recorded andigheard version will be published on the
committee website when it becomes available. By wfaintroduction, the procedure we would
like to follow is that if you would first like topeak to your submission, members will then have
the opportunity to ask you a few questions.

Mr EASTLEY - Thank you. | am a pensioner in actual fact, lorgpresent all the cafes,
coffee shops et cetera, in Deloraine. We had ainge&ith our local council and we had a
meeting with four executives of TasWater.

The immediate problem is about the grease trapgb@irade waste issue. Quite frankly, the
trade waste issue is very worrying to anybody imlsfusiness. There are three requirements for
compliance under the policy. TasWater has intredugxtra charges on discharge water based on
80 per cent of what goes in, you pay a dischartge ra

They are now putting in grease traps and they méar us they have already established 2000
of them and it would be unfair not to enforce thenother places. That is basically unfair in
itself. If those grease traps are not required rastdnecessary, why would you force them to be
put in in other places?

The third one is that commercial sinks have to havmasket underneath with 3-millimetre
holes. That is a 3-millimetre drill and every arvfeus has an ordinary sink which has about a 10-
millimetre hole in it. That sort of basket, wheimsiapplied, will be unworkable.

The problem of the grease traps is they also antkable. Many houses and cafes in the
central business districts are conjoined and tieer@where to put them. In the main street of
Deloraine they back into a cutting and there isdadly nowhere to put them either so there is
always going to be a non-compliance issue or aaiun@ss issue there.

The cost of installing them has been quoted at éetw$3000 and $10 000 depending on the
site, and they have to be pumped out, accordingagWater, every three months. It is going to
cost between $400 and $800 a year just to pump theém Then it has to be taken somewhere
else and treated anyway.

This sort of trade waste should be treated atdbal Iplants. If the plants cannot cope they
should be upgraded to do so. We have been asérmg horatorium on the installation of those
until it is properly looked at.

In our discussion with TasWater, they recognised thfferent areas around the country have
different problems. To quote them, 'Where you havéigh density of Italian cooking or
something like that in a high density, you haveabfem with congealed fats'.
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In Deloraine, for example, which is on a hill, tedras never been a problem with blocked
sewerage from fat or grease. There never willdmabse of the fall on the main road. It is unfair
to put these things where they are not required.

We asked them what data they had on where thesenesl of grease are accumulating. The
only thing they can say is that they have datapiysuggestion always is that people do not look
at those things where there is no problem. Theapdca problem somewhere like Cabramatta and
are now introducing the same cure for the probleross the country. In many cases it is just not
warranted. It is causing a great deal of griethat moment. Probably until that issue of what
quality of water is going into the treatment plaitaddressed, we do not believe the quality of
water coming from small cafes and coffee shopedifto any great extent to that coming from
residential areas. Residential users are probablhe likely to tip the cooking oil down the sink
than cafe owners. All the cafes | can think ofyote their oils. It is the basis of ecodiesel.efié
is a sale market for it. Anybody who is not reaygltheir oil is just silly. They should be
encouraging everybody to recycle their oil. At #med of the day, if it is not required, why on
earth are they charging extra at treatment plamsrdde waste? It is probably the question that
this committee should be asking TasWater: whetlkeaslata in Tasmania that indicates there is a
problem with oil levels in the water?

Probably the best example | can give you is thaheatop of the hill in Deloraine there is a
laundromat. The owners have been instructed tarpatgrease trap. Their discharge water is
soapy water out of a washing machine. If anythinig, going to flush the lines out. As you may
know, they are plastic, about a metre by a metnd, they have to be outside. They smell in
operation. To pump them out, you are opening @&ssw it is not the sort of thing you want to be
doing in a main street. The only place at thisnthomat they can put them is in a narrow
driveway. It is a hopeless situation. It is jost warranted.

The second issue that comes to mind is the oveoslf. TasWater is using a three-year
activity plan but fully funding their operations an10-year plan, as far as we understand it from
our local mayor. Every one of us who has boughbase would know that if you fund your
house over 10 years, you cannot afford the paymemisen you are building infrastructure for a
50-year period, there is nothing wrong with finamgit over an extended period.

When local councils could not cope with the taskythad, they started introducing a 10-year
loan to developers. | think you might be famileth this. It is a 10-year loan with no payments
for 10 years. It accrues a small amount of inteagsl that gives the developer time to sell the
blocks and then pay off the loan at the end ofllhwyear period.

It is a brilliant concept except that it should aaween done by TasWater, or the councils in
the case of roading and footpaths. If they tookhgploan, it means lower-priced house and land
packages. It encourages the building industrytaedrate base increases more quickly because
the buildings come on line a lot quicker. At thement, we have a perfect example of this with
the Birralee Road industrial precinct, where 10rgego they did that sort of thing with a loan for
10 years and it stifled growth straightaway becatlse land became too expensive. It took
10 years of natural inflation - after 10 years & ® 3 per cent a year, those blocks now look
25 to 30 per cent cheaper than when they first warthe market.

On top that, the council had to make some concessibout rate redemptions for a couple of
years. Finally, it is up and running but the wawas financed stifled growth in this state. If we
turn it around and give the opportunity to TasWaied the councils to do the same thing they are
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asking developers to do - borrow the money at ailderest rate, no payments for 10 years, and
at the end of that time, refinance again after lagotl0 years - you can finance that sort of
infrastructure over 30 or 40 years and be abldftodit.

We have put that to TasWater along the lines tha actually double dipping, and they
acknowledged that double dipping is illegal. Theaw is that when a developer pays for those
costs, the money is not used for infrastructuras iused for debt. | find that a very naive
comment because the debt has come from the estalelig of the infrastructure. | don't think it
will be my interpretation or theirs, but soonerlater a developer will take that to court and test
the legality of double dipping. That needs to tieced straightaway; if you do that, it solves the
problem of the increasing costs of water. In ounioipality we used to pay around $300 and we
are now paying $1100. The ratio between rates watkr used to be one-third water and
two-thirds rates. It is now two-thirds water anmteehird rates and we have a river going through
the town. Itis a ridiculous situation and it's necessary.

The Government, TasWater and the councils needt& wgether. We tried to bring them
together and make a decision. The last thing ltw@see is for them to go to court and test who
is responsible. At the end of the day, the lawyges paid and we either pay as taxpayers or
ratepayers, depending who wins that argumens Utnecessary.

If you people can organise a suggestion of a @ffebody - and it needs to be probably
under the direction of the minister but autonomeasy talk of dividends is something we don't
want to see. If a dividend is paid to the governtnieom TasWater, it becomes a tax on water. If
a dividend is paid from TasWater to councils, tisasimply cross-financing and that, too, is a
problem. Councils lost the income from water bhbéyt also lost the expenditure - the
expenditures they couldn't cope with. They haveetdise they are in a process now of reducing
the size of their business. They have always hadirastration and people working in the
workplace with part of their task involved with wat They no longer have that so they have to
restructure their workforce.

What the Government is doing in giving money torgols for the next seven or eight years.
| believe they should welcome that as a way tadmestructure their business to where it ought to
be. We look at it this way: it is not the cousdihat own the infrastructure, it is not TasWatgr -
is the ratepayer who owns our infrastructure. \&eehemployed councillors and council workers
to handle that side of it and the water side ofNbw we are taking away the water and giving it
to TasWater. It is not a matter of paying a dimdeack for an asset the ratepayer owns. It
simply becomes cross-financing to local councilsis not warranted and it will lead to higher
and higher water prices, not lower ones.

The current situation with the water prices as teyis that they can be reduced immediately
if they refinance the existing loans over 30 ory&@rs instead of a 10-year period. All this is
manageable if we can bring all the necessary wordrd. If you go back a few years, had
councils realised they could refinance that wagrehwould not be a TasWater. They could have
managed it themselves, basically, and had the tyopbty then to take up these 10-year loans.

It is a very generous business plan if they carelthree income streams. They have some
money to come from infrastructure loans to tryhimk things along as we normally have. They
have the normal part of the water rates, whiclorscbnstruction, and now these 10-year loans
coming on top of that. That is a very generousnass structure. When | started business | wish
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somebody offered me a 10-year loan, | can tell ydhey have not realised; they have put that
onto the developer and not taken it up themselitas.a golden opportunity missed.

CHAIR - | do not think the council had the opportunifydoing that and keeping sewerage
and water. | do not think they had an option thekee you happy to take some questions?

Mr EASTLEY - Yes.

Ms RATTRAY - Thank you, Malcolm, for coming along and presenthe information.
You are representing an extensive list of busirses#ieis not the first time | have heard about the
trade waste situation. | suggest that if somenassies could get out of it for $10 000, they are
probably doing a good job. A couple of my busiessare looking at up to $40 000 because they
actually have to dig up the whole floor adjoinirigpit work area in their bakery. Because they
cannot match the tiles, they have to retile thele/ffloor. It certainly is a big issue.

My concern is: would it be a different issue ungevernment or under a GBE arrangement?
It may be a question you cannot answer but | worfdessWater indicated to you whether, under
a different structure, they would be able to mdia hon-compliance acceptable or not? Do you
have any understanding of the options?

Mr EASTLEY - In our discussion with TasWater, | got the impressthey were not
interested in any restructure and doing anything differently. They were not listening at all.
The only thing they suggested was sending somebatwith a less arrogant attitude to talk to
the local people. It does not solve the probldme;gdroblem is not who owns TasWater, it is the
compliance issue. The fact is they have not dtwe& bwn research. They are bringing this
policy of grease traps from an area completelyeddfit to Tasmania. The Tasmanian hospitality
industry does not have the flexibility you mightveain Queensland where you have no period,
like our wintertime, when there is nothing happenirOur small businesses cannot afford to pay
what somebody on the Gold Coast might pay. It oabe done.

Ms RATTRAY - You also suggested that local treatment plambsilsl be upgraded to deal
with the waste coming into the system and not exppéc be done on site. When you posed that
guestion to TasWater, was there any response totithsit that at the end of the day the customer

will pay anyway?

Mr EASTLEY - Their response basically is that once one peirssialls it everybody should
install it or it is unfair. Our view is that unkest is necessary, it is unfair. If it is necegsar
because they have a low area with congealed fatg laeproblem, okay, address the issue there,
but across the board it is just nonsense. Thahere we're hung up at the moment. TasWater's
attitude was very poor in the way of listening tolgems. We think we have a good case. We
think the difference between trade water from tHede places and residential is so little that th
local plant should be able to cope. If they cahgy should be upgraded to be able to do so.
That's cheaper than doing it this way.

Ms RATTRAY - In regard to your suggestion about taking theeyothat's been borrowed
and making it over a longer period, most of us talhtergenerational funding of infrastructure
and we see it very often, particularly for govermtse Do you think 50 years is a reasonable
intergenerational period? | suspect that soméefeiisting infrastructure is probably 100 years
old. If you're replacing old infrastructure witlewa infrastructure, would that be a 100-year life
cycle as well?
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Mr EASTLEY - My point of view is that in TasWater's calcutats they should be
designing infrastructure with at least a 50-yef@tiine. That means you shouldn't finance it over
more than 50 years, you need to come underneatien\ou're talking about this problem of the
way the finance is organised, it should not bevaddind paid. It's the easiest thing in the woold t
have a body that at the beginning of June each thegr know how they're going. If there's a
profit there from water, it shouldn't be paid adivadend - it should be paid over to retire delit.
is the easiest thing in world to have a body tledhces their books basically in that way. You're
using the finance side of it to do the balancingyfau.

Ms RATTRAY - Just from what we've heard today councils beli¢vat because they
handed over their infrastructure to the TasWatatybas it is now, they deserve to have some
return on asset. You're arguing that it shoujdst be going back into general council services.

Mr EASTLEY - Absolutely not.

Ms RATTRAY - Council should be looking at cutting their cldth deal with the money
they would be getting from the community or proaglfewer services perhaps?

Mr EASTLEY - Exactly right. My history is in the timber hisyy and we had boom or bust
cycles. It is the easiest thing in the world towgryour business, which councils have been doing
over the years. They have never before had todatriation where the workplace or their work
cycle is reduced. They now have to cope with #et, fas Tania says, that you cut your cloth to
suit your job basically. They're having difficultyith that. They need assistance from the
government with extra money to councils to copéhlitat, not extra money to finance footpaths
out of water. That is just completely wrong.

Ms RATTRAY - One particular council | recall when we werekitad) about this - and
they've been around a while now - when we were ifogrthe four entities, one council was cross-
subsidising their general rate by millions of ddl&rom water and sewerage, and that was a huge
issue. There was one doing that big time.

Mr EASTLEY - That happened many years ago and it didn'tyeabtter when they're
responsible for both. If they had an issue onside, they could cross-subsidise it, without doing
it long term of course. Now you have two bodiese sesponsible for the footpaths and one
responsible for the water and there should be ossesubsidy in that.

Mr VALENTINE - | think actually my question has been answebed,in respect to the
statement that they shouldn’t be cross-subsidisiggite clearly councils believe they have an
asset that is worth X amount and under National @ition Policy rules, they are actually to
make a profit out of their assets. That is whaeetension lies. It may well be an opinion you
have and | suppose it's an opinion | may haveybutknow what I'm saying that is the issue.

| guess the difficulty is that across the wholdlad state you have such a disparity of levels
of investment by each of the individual councilattthey had to come up with some way of being
able to handle it all. Dividends paid back to tfeious councils according to their level of
investment probably is the way they have chose dothdit. To get back to your original
observation, it matters not who is actually the emnthat will not change your problem, will it?
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Mr EASTLEY - | believe the councils have handled it badlyasWater was created because
they could not cope with the problem they had airthands. It has worsened since then because
they are still trying to manage TasWater.

A representative from each council goes along anelsghem advice et cetera. That has not
worked because of the cost blowout - that is mginent on that. We are paying four times as
much for water now as we used to. We were payB@p%s a residence. We are now paying
$1100 for water.

Mr VALENTINE - Some would say it is because so many other ad@hsot have
developed sewerage systems and that is what TasWatew doing and it has to get its money
from somewhere.

Mr EASTLEY - Exactly right.

Mr VALENTINE - So it has lifted the price. | guess my questsothat in changing it to the
Government, what hope do you see that the Govemmseoing to change the way it does that
micromanagement?

Mr EASTLEY - No, | am not saying that the Government's pmsitin this is correct either.
They are talking about dividends to councils. Tisaqjuite wrong. It should be an independent
body that has a non-profit basis at the end of it.

Creating dividends from water is creating a tai goes to government. That is not where
we have been in the past and it is not where we wago in the future. Profit made from water
should go back to water, and the easiest way tthdbis retire debt you already have. It is a
simple thing to do.

Mr VALENTINE - | understand. There are a few assumptions eretlbut | understand
what you are saying. | have no more questions.

CHAIR - Thank you very much for your submission. Thawok very much for coming in
and answering questions. It has been very helpful.

Mr EASTLEY - Thank you.

THE WITNESSWITHDREW.
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