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APPENDIX G — Council Amalgamations 6,

In July 2003 there were 126 LWUs providing water supply and sewerage in non-metropolitan NSW. However, during
2003/04 there were a number of amalgamations resulting in a reduction in the number of LWUs to 107 in June 2004,
These amalgamations are listed on page ii of this report.

Seven of the amalgamations involved only minor adjustments to LWU boundaries (with a name change in several
cases) but the number of water supply and sewerage assessments remained unchanged (eg. Bathurst incorporated
Evans Council and was renamed Bathurst Regional Council, but involved no additional water supply or sewerage
assessments). For these cases, the reported water supply and sewerage results are unchanged except that the LWU
has been renamed. These 7 LWUs are shown in Table G1 below.

Table G1 - LWUs with no Change in Water and Sewerage Businesses

New Council Old Council

B Bathurst Regional Bathurst, Evans

i | Eoome-Hinars Cooma-Monaro, Yarrowlumla (part)

B City of Lithgow Lithgow, Rylstone (part)

B Queanbeyan Queanbeyan, Yarrowlumla (part)

B Richmond Valley Richmond Valley, Copmanhurst (part)

B Tumut Tumut, Yarrowlumla (part)

B vass Valley Yass (part), Yarrowlumla (part), Gunning (part)

There were 15 amalgamations where LWUs were combined or where alterations to boundaries significantly altered the
number of assessments. These 15 amalgamated LWUs are shown in Table G2 overleaf.

The constituent LWUs for these amalgamations have been noted in Appendices C to F as "AMALGAMATED” and the
2003/04 performance of each constituent LWU has continued to be reported in these appendices. The performance of
these amalgamated LWUs has been calculated by aggregating the reported data from their constituent LWUs and is
reported as utility numbers 131 to 145 at the end of each of these appendices.

As noted on page i, for clarity, Figure 1 reports the results for the amalgamated LWUs, but not those of their
constituent LWUs over the last 3 years.
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APPENDIX G — Council Amalgamations

Table G2 - Amalgamated LWUs

New Council Old Council

B Albury City Albury, Hume (part)

B Clarence Valley Copmanhurst, Grafton City, Maclean, Pristine Waters (part), North Coast Water

B Coffs Harbour Coffs Harbour, Pristine Waters (part)

B Corowa Corowa, Hume (part)

V
B Glen Innes Severn Glen Innes, Severn

R T —" Goulburn City, Mulwaree (part)

i b Fime Culcairn, Holbrook, Hume (part)

B Gwydir Barraba (part), Bingarra, Yallaroi

B Liverpool Plains Quirindi, Murrurundi (part), Parry (part), Gunnedah (part)

B Mid-Western Regional Mudgee, Merriwa (part), Rylstone (part)

®  Palerang Gunning (part), Mulwaree (part), Tallaganda, Yarrowlumla (part)

B Tamworth Regional Tamworth, Manilla, Barraba, Nundle, Parry (part)

B Upper Hunter Scone, Merriwa (part), Murrurundi (part)

M Upper Lachlan Yass (part), Crookwell, Mulwaree (part), Gunning (part)

Coonabarabran, Coolah

B Warrumbungle

The basis for aggregating the results of amalgamated LWUs is generally on the percentage of assessments in
each constituent LWU included in the new amalgamated LWU. This percentage has then been applied to the
aggregate number of connected properties in order to determine the ratio to be applied to each constituent
LWU to determine the appropriate performance indicator.

The percentage of the water supply assessments of each constituent in the amalgamated LWU is shown in
column 1 of Table G3 on the facing page. Eg. column 1 shows that Albury City involves all of the (21,104)
connected properties of the former Albury Council and 16% of the (2,182) connected properties of the former
Hume Council.

Column 2 shows that water supply performance indicators for Albury City involving connected properties may
be computed by summing 98.4% (21,104/(21,104 + 0.16 x 2,182) of the indicator for the former Albury
Council and 1.6% (0.16 x 2,182/(21,104 + 0.16 x 2,182) of the indicator for the former Hume Council.

Similarly, as the length of water supply mains in the former Albury Council and in the segment of the former
Hume Council were 487 km and 46 km respectively, column 3 shows that water supply performance indicators
for Albury City involving length of mains may be computed summing 91.4% (487/(487 + 46)) of the indicator
for the former Albury Council and 8.6% (46/(487 + 46)) of the indicator for the former Hume Council.

The corresponding results for sewerage are shown in columns 4 to 6. Column 4 indicates that 100% of the
20,758 sewerage connected properties in the former Albury Council are included in Albury City, together with
3% of the 1,286 connected properties of the former Hume Council.

Column 5 shows that sewerage performance indicators for Albury City involving connected properties may be
computed by summing 99.8% (20,758/(20,758 + 0.03 x 1,286) of the indicator for the former Albury Council
and 0.2% (0.03 x 1,286/(20,758 + 0.03 x 1,286) of the indicator for the former Hume Council.

Similarly, as the length of sewerage mains in the former Albury Council and in the segment of the former Hume
Council were 442 km and 4 km respectively, column 6 shows that sewerage performance indicators for Albury
City involving length of mains may be computed summing 99.1% (442/(442 + 4) of the indicator for the former
Albury Council and 0.9% (4/(442 + 4)) of the indicator for the former Hume Council.

For water supply or sewerage charges, those of the largest constituent LWU have been adopted for the

amalgamated LWU.
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APPENDIX G — Council Amalgamations

Table G3 - Amalgamations - Basis for Calculation of Performance Indicators

133 Coffs Harbour

137 Greater Hume

139 lee Plains

141 Palerang

143 Upper Hunter

145 Warrumbungle

COFFS HARBOUR
PRISTINE WATERS

COONABARABRAN
COOLAH

62.8%

37.2%

100.0%

AMALGAMATED LWU CONSTITUENT LWUs WATER SUPPLY SEWERAGE
% of % to be % to be % of % to be Applied | % to be Applied
Constituent |Applied for Pls|Applied for Pls Constituent |for Pls Involving|for Pls Involving
LWU in New Involving Involving i} LWU in New Connected Length of Main
LWU Connected [Length of Main| Lwu Properties
Properties
(0] (2) (3) (4) (5) (6)
(based on (based on
Assessments) Assessments)
131 Albury City ALBURY 100% 98.4% 91.4% 100% 99.8% 99.1%
HUME 16% 1.6% 8.6% 3% 0.2% 0.9%
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Water Supply Pricing
Water Pricing Options
Water Pricing Model
Water Example

Sewerage and
Trade Waste Pricing

Sewerage
Pricing Structure

Trade Waste
Pricing Structure

Sewerage and
Trade Waste
Pricing’Model

Sewerage and
Trade Waste Example

he NSW government aims to improve
Tthe quality and efficiency of services to
all residents. To improve the efficiency of
non-metropolitan water supply, sewerage
and liquid trade waste services, it strongly
recommends the introduction of best-
practice pricing by non-metropolitan NSW
water utilities.

As appropriate pricing is fundamental to
effective management of water supply and
sewerage businesses, the state government

considers it important for all water utilities
to set cost-reflective tariffs for water supply, sewerage and liquid trade
waste in accordance with the Independent Pricing and Regulatory
Tribunal’s (IPART) "Pricing Principles for Local Water Authorities”. The
IPART Pricing Principles are consistent with the Council of Australian
Governments’ (COAG) Strategic Framework for Water Reform which was
agreed to by all Australian governments.

To facilitate best-practice pricing of water supply, sewerage and trade
waste by NSW water utilities, the Minister for Land and Water
Conservation has arranged Efeparatfon of appropriate pricing software
and guidelines for the uﬁhftié&.__ :

This brochure outlines the kej;!éfements of best-practice pricing for water
supply, sewerage and liquid trade waste. ‘

“Additional Information

More detailed information on
water supply pricing is available in
the WSAA “"Wise Water
Management — A Demand
Management Manual for Water
Utilities”.

For further information please:
contact:
Manager
Water Utility Performance
Department of Land and Water
Conservation.
Level 3, Macquarie Tower
10 Valentine Avenue
o R S i Parramatta NSW 2150

‘resou are pretected e Tel: 9895 5907

through efficient use of = = Fax: 9895 5968

: : .and na selthe impact ofa
range of best- practlce pay-
for—use tarn"f options

water supply and sewerage i Email: ssamra@dlwc.nsw.gov.au
services.

© CROWN COPYRIGHT 2002
NEW SOUTH WALES
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Best-practice water pricing should
meet the following objectives:

e Set cost-reflective usage charges
to promote efficient water use and
distribute costs equitably among
customers

* Raise the required revenue and
* Be simple to understand.

To achieve these objectives, the
Council of Australian Governments
(COAG) in 1994 agreed to the
adoption of pay-for-use water
supply pricing by all Australian
water utilities by 1998. Such
pricingmeeds to be independent of
land value.

Pay-for-use pricing is a critical
aspect of efficient water resource
management.

As indicated in the WSAA “Wise
Water Management — A Demand
Management Manual for Water
Utilities ”, an appropriately set
usage charge enables each
customer to balance the benefits
and costs of his or her water use.
Setting the usage charge equal to
the marginal cost of production
allows the price of an additional
unit of water to reflect the cost of
delivering that unit.

The remainder of the revenue.
required for financial viability of
the water utility, including
investment in new and replacement
infrastructure, is obtained through
the access charge. All land value
related access charges (rates)
should be removed and non-
residential access charges should be
proportional to the square of the
size of the customer’s water supply
service connection. Such cost-
reflective pricing by water utilities
will enable them to eliminate
existing cross-subsidies.

Water Supply Pricing

Water Pricing Options

Tariff structures that comply with
the best-practice water supply
pricing principles are:

(1) Two-part tariff and ——
(2) Inclining block tariff.

Other tariff structures such as land
value based charges (rates),
declining block tariffs and tariffs
involving an annual water
allowance do not comply with best-
practice pricing principles and
should be avoided.

The usage charge for the first step
of an inclining block tariff should
be not less than the marginal
operating cost (typically at least

35 ¢/kL). The second step of'an:

inclining block tariff and the ™
usage charge for a two-part tariff
should be based on the long-run
marginal cost ie. the sum of the
marginal operating cost and the
marginal capacity cost (typical

values for non-metropolitan NSW -

range from 80 c¢/kL to $1.20 /kL).
The access charge should be set to
recover the remainder of the
required income from annual rates
and charges.

-
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Impact of pay-for-use pricing on
water demand — as customers
move from a fixed annual charge to
a two-part or inclining block tariff
structure, they tend to adjust their
consumption to reflect the value
they obtain from each unit of water.
If the marginal price of water
reflects the cost of storing, treating
and delivering it, customers can
make an informed decision whether
the benefit they obtain from an
additional kL of water is greater or
less than the cost they are paying
for it. When the benefit obtained
drops below the price paid, the
customer will reduce his or her
water demand and apply the funds
elsewhere. However, when
customers are not faced with a
usage charge/kL, they have no
economic reason to use water
efficiently.

NSW experience with the
introduction of pay-for-use water
pricing has been a reduction of
around 20% in total water demand.
Replacement of an inclining block
tariff structure with a two-part tariff
may lead to a further 10%
reduction.

Water Pricing Model

Water pricing software has been
developed by the NSW Department
of Land and Water Conservation
(DLWC) to assist NSW water
utilities develop best-practice water
supply tariff structures. The water
pricing model enables a water
utility to analyse pricing options
that yield the required income and
their impacts (percentage real
increase in water supply bill) on a
range of residential, non-residential
and non-rateable customers (ie.
incidence analysis).

The model has been developed in
MS Excel 97 and will enable each
water utility to examine the merits
of a range of best-practice water
pricing options.

The bulk of the input data required
to use the model relates to thez
utility’s customers: g

¢ Customer category
* Metered consumption
 Existing charges and

s Service connection size.

The model reports the likely impact
of a range of pricing options on
total revenue and the bills for
various customer groups.

Key indicators such as % of total
revenue by customer group and the

" percentage real increase in

residential and non-residential bills
are reported.

In developing new pay-for-use tariff
options, the water utility should aim
to avoid significant increases in
bills for moderate water users. Low
water users will typically receive a
reduction in their water bill, high
water users may receive an increase
and customers with large service
connections will receive a
significant increase.

As an example of the use of the
water supply pricing model,
analysis of Bombala water pricing
was undertaken as a case study, as
shown on the facing page. A
summary of results and benefits is
also shown.

New Pay-for-use Pricing Demand Path
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EXAMPLE OF EFFECT OF PRICING OPTIONS ON RESIDENTIAL
WATER BILLS - Bombala
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10

(]| L&

% Real Increase in New Bill
5
t

H Case Study
-30 EOption 1 |
B Option 2
-40 Option 3 ]
M Option 4
=50 i
i
-60 -

Vacant 0to 100  100to 200 200to 300 300to400 4000500 500to 650 6500800  800to

Current Consumption (kL/assessment) Lo00

Access Charge
%  Amount ($)
First Step (kL)

Usage Charge
First Step (c/kL)
‘Second Step (c/kL)

% of Income from Each Customer Group

x

RESIDENTIAL
NON-RESIDENTIAL
NON-RATEABLE
Total

As universal pay-for-use pricing is introduced, the residential component of income from annual charges will fall by up
to 10% (see Table above). However as indicated in the Table, the non-residential component may increase by over 40%
due to removal of the present cross-subsidies. ¥

In the example for
Bombala, Council is
planning to replace its
annual water allowance
with a best-practice
inclining block or two-
part tariff. The options
examined are revenue-
neutral. Each option
results in a significant
reduction in the bills for
most residential

customers.

Results : Benefits

B Over 10% reduction in bills for low water users # The pricing signals provided enable each
customer to balance the benefits and costs of

B Small reduction for others with a 20 mm his or her water use

connection

More efficient use of water resources and the

B Significant increase for high water users with water supply system.
large service connections due to removal of
present cross-subsidies.
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