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~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
1.       Infrastructure Charges

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
 

Following the formation in July of a Queensland Government Taskforce on Infrastructure Charges, qldwater commissioned a study on the importance of infrastructure charges to the Queensland Water Industry. With the recent removal of Capital subsidies by the State, and the ongoing discussions over water pricing, the importance of the always essential infrastructure charges has increased for our industry.

 

The aim of our review was to provide an overview of the importance of infrastructure charges to the broader water industry to better inform this Taskforce with the aim of seeking a useful outcome for Water Service Providers. Insufficient information was available from members in the available timeframe to undertake a rigorous review of infrastructure charges but the information gathered has been used to create a general industry response on the Interim Consultation Report of the Taskforce. The Taskforce report is available at http://www.dip.qld.gov.au/promoting-liveable-and-affordable-communities/infrastructure-charges-taskforce.html and the draft response is available to qldwater members at www.qldwater.com.au (under Main Menu/Water Issues).  Members must log in first to access this document. Any comments on the response are welcome but will need to be received by 14 December to be included in the response. 

 

 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
2.       Responses to the Productivity Commission Review of the Urban Water Industry
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
 
As reported in e-flash #93, the Productivity Commission is currently undertaking a public inquiry into the case for microeconomic reform in Australia's urban water sector. The inquiry focuses on identifying opportunities for efficiency gains in structural, institutional, regulatory and other arrangements in the Australian urban water & wastewater sectors. It also seeks to provide options and work programs to achieve the identified efficiency gains and to quantitatively assess these options.

 

To date, the Commission has already had preliminary discussions with LGAQ's Greg Hoffman, Ross Kirkman, Simone Talbot and the Queensland Water Directorate (qldwater) Chair David Wiskar. qldwater joined with the LGAQ response to the Commission which can be downloaded from the Productivity Commission's website. 

 

Other submissions may also be of interest to members the Queensland Water Industry. Those of several national organisations suggest that institutional reform is necessary in Queensland while, in contrast, the DERM and LGAQ submission take a more sensitive approach to meeting the needs of the diverse Queensland Industry.

 

·     Infrastructure Australia (Submissions 6 and 62) reviews of major cities’ water security and regional towns’ water quality and security “concluded that there is a need for reform of current planning, regulatory and institutional arrangements”. While the review of regional towns is not yet available, an article in the Australian on the 5th October discussed the review and stated that "Regional towns in NSW and Queensland face a shake-up to their water supplies under proposals aimed at boosting the quality and security of the water. It is understood a review presented to the Board of Infrastructure Australia last Friday found many regional water authorities are too small in those states, making it potentially difficult for them to manage their responsibilities.”

 

·     Water Services Association of Australia (Submission 29) “WSAA supports independent economic regulation and the continued removal of (actual or perceived) political interference in pricing…..  ….WSAA believes that independent economic regulation should be extended to capture water pricing outside capital cities. There are large areas of NSW and Queensland, for example, where prices are not regulated in this manner and operate under a different framework…..”

  

·     The Australian Water Association (Submission 42) "Amalgamation of smaller utilities, on the other hand, may produce significant benefit. Most smaller utilities are owned by local governments and almost all of these are located in regional areas. Lack of economies of scale and difficulty in attracting capital and staff are particular problems for these entities."  

    And

AWA’s view is that in a market in which competition for capital and skilled staff is increasing, the small size of some utilities is a negative. We would recommend that, where possible, smaller utilities be amalgamated. In this context it would likely make sense to create regional utilities (essentially the model followed in Victoria and more recently Tasmania). AWA is not, however, recommending a particular approach to such amalgamation. Models range from the formal (e.g. Victoria) to the informal (e.g. Cairns, Townsville and MacKay which have see advantages in cooperation in capital purchasing)".

 

·     Water Quality Research Australia (Submission 37) "Consideration should be given specifically to the challenges faced in delivering water and wastewater services in remote and regional areas in any reform. Many of these communities face difficulties in simply delivering these services to these communities".

 

·     The National Water Commission (Submission 53) "The NWC is supportive of the need to further examine the case for more fundamental institutional and market-oriented reform. In our 2009 biennial assessment, the NWC recommended that 'institutional arrangements in the water sector be subject to a national review to identify opportunities for competition and public sector participation and innovation' and we are pleased that the Australian Government issued the PC with its terms of reference for the current inquiry as a result..... The role of more market-oriented approaches and greater competition is an area which we believe will require careful consideration. Many stakeholders and governments remain unconvinced that such reforms are necessary. "

 

·     Qld Department of Environment and Resource Management (Submission 60) "...outside of SEQ, of the 71 urban service providers, 60 are small and medium providers including 16 indigenous providers. These providers outside SEQ are faced with challenges in terms of the size of the rate base, capacity, economies of scale, remoteness of location and competition from other industries for skilled workers (e.g. from the mining and coal seam gas industry). Given the uniqueness of these providers, there is recognition that a "one size fits all" approach cannot be applied across Queensland"

AND

       "The Queensland Government, in partnership with industry, is currently examining the regulatory regime of the water and sewerage industry outside SEQ. Under a Memorandum of Agreement with industry peak bodies, a more outcomes-based approach to regulation is under consideration with an emphasis on capacity development for the smaller service providers."
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