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This executive version of the Water Industry Handbook provides councillors with key, high-level messages to ensure that the essential services of safe and secure water supply and sewerage are provided now and into the future.
Local water utilities (LWUs) are responsible for delivering safe, secure, efficient, sustainable, and affordable water supply and sewerage services to 1.8 million people in regional NSW. They protect public health and the environment and support economic development and liveability.
Across regional NSW, there are over 90 LWUs providing water supply and/or sewerage services to local communities. Eighty-nine of these are either (i.) part of general-purpose councils that operate financially separate to general council operations, or (ii.) special purpose water county councils. 
The LWU sector objectives are set in the Regulatory and assurance framework for local water utilities (RAF). The LWU sector includes local water utilities, the department, other regulators, industry associations, the private sector and other interested stakeholders.
The LWU sector objectives are to continue to ensure:
safe and secure drinking water supply to protect public health and the environment and to support economic development and liveability;
effective sewerage services to protect public health and the environment and to support economic development and liveability;
services that meet customer and community needs, expectations and preferences;
financially sustainable water utilities with efficient and affordable pricing for services.
Throughout this document, the term town water services is used to refer to both water supply and sewerage services (and to their related and supporting processes).
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During your tenure as a Councillor, you will be asked to make important decisions on the provision of water supply and sewerage services to your community. In line with the Local Government Act 1993, your responsibility for water and sewerage services includes making strategic decisions on:
the levels of service for town water services, based on your customers’ needs, preferences and ability to pay
setting the prices that recover (part or all) of the costs of delivering town water services from current and future customers and developers. Note, town water services’ business funds are separate from council’s general fund and can only be used for providing town water services 
the investments required to provide town water services now and into the future, ensuring their long-term financial sustainability  
ensuring appropriate consideration of potential risks and mitigation actions 
ensuring relevant regulatory requirements are met. 
You are also accountable for monitoring your utility’s performance and any changes to risks and/or your customers’ preferences and adapting your strategic decisions accordingly. This ensures your decisions remain fit for purpose, manage relevant risks, and result in safe, secure, efficient and affordable services for your community.

Section 8A(2)(e) of the Local Government Act 1993 states:
Council decision-making should be transparent and decision-makers are to be accountable for decisions and omissions.

This important clause means you need to be satisfied that every decision you make in your role related to water supply and sewerage services:
has been made on a sound evidence base, and
your reasoning and records should be available for anyone to see.
The department’s expectations for effective and evidence-based strategic planning for the provision of town water services can be found in Section 3 of the Regulatory and assurance framework for local water utilities. The department provides a voluntary assurance function (testing) for the effectiveness of your local water utility’s strategic planning. 
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Providing water supply and sewerage services have intrinsic public health, environmental health and supply risks that need to be managed. These services support economic growth, liveability and amenity for our communities. 
Unlike other council infrastructure, water and sewerage infrastructure is usually out of sight, underground or far from town. However, failure of these services can lead to dire outcomes:
	Failures in water quality can be deadly and public:
pathogen outbreaks in town water systems can lead to large scale public health disasters
	Failures in sewage treatment can drastically impact the environment:
negative impacts to ecosystems and water quality downstream, which can be another water source for your council, rural land holders or a neighbouring council
	Running out of water is a “nightmare scenario”:
all sectors are impacted, public awareness is inevitable, and costs are extremely excessive
	Failing to invest in infrastructure maintenance and renewal compounds risks:
water and sewerage systems are often 30 to 40% of a council’s assets and income.
Having a good understanding of your water supply and sewerage services, how they meet customer needs and relevant regulations, is vital to ensure these essential services are up and running, 24 hours per day, 7 days per week.
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[bookmark: _Toc175064447]Regulatory and assurance framework for local water utilities 
The RAF articulates the department’s regulatory and assurance roles, regulatory objectives, and regulatory requirements and expectations. The department’s roles seek to ensure utilities are managing key areas of risk. These areas include:

water security (including continuity of service) 
water quality 
the environment 
assets and infrastructure 
customers (including water supply and pricing - preferences) 
financial sustainability of the utility 

 Of particular importance for Councillors, the RAF sets out the following regulatory roles:
	RAF Section
	Relevance to Councillors for regulatory requirements

	Section 3. Strategic planning assurance
	The department’s expectations on effective evidence-based strategic planning for town water services and the ability for councils to seek assurance form the department on the effectiveness of their strategic planning. 

	Section 4. Guidelines for council dividend payments
	Details regulatory requirements for dividends payment from water supply and sewerage fund to general fund under section 409 Local Government Act.

	Section 5. Assessing and approving proposed works
	Details regulatory requirements for LWUs in relation to the requirement to obtain approval for proposed water and sewerage treatment infrastructure under section 60 of the Local Government Act and s292 of the Water Management Act 2000.

	Section 6. Inspecting water and sewage treatment works
	Describes the department’s regulatory role in ensuring council’s water treatment and sewerage treatment works are being operated safely and appropriately. Covers section 61 and 65 under the Local Government Act.

	Section 7. Concurrence for approvals to discharge liquid trade waste
	Details the department regulatory role and requirement for concurrence to councils’ liquid trade waste discharge approvals to their sewerage systems under section 68 of the Local Government Act.

	Section 8. Performance monitoring and reporting
	Describes the expectation on LWUs to monitor and report their LWU’s performance to the department and the rationale to do so.
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Local water utilities are governed in NSW by the Local Government Act 1993 and the Water Management Act 2000. 
There are additional key regulatory requirements and expectations that you should be aware of. The table below lists the main regulators, the scope of their role and the relevant legislation they provide oversight for. 
	Regulator
	Leads oversight and regulation on…
	Regulatory and oversight role

	Water group within Department of Climate Change, Energy, the Environment, and Water (DCCEEW)
	Water utility planning, operations, and infrastructure
	Oversee and support local water utilities in their delivery of safe, secure, efficient, sustainable, and affordable water and sewerage services and management of risks to service provision by regulating and providing advice and support under the NSW Local Government Act 1993 and the NSW Water Management Act 2000. 
Regulate works on waterfront land and manage water licenses and approvals of larger entities including water utilities.

	NSW Health
	Public health, drinking water quality
	Protect public health by regulating drinking water suppliers, including local water utilities, and providing advice and support for the effective management of public health risks from water under the NSW Public Health Act 2010. This includes support for LWUs in implementing drinking water management systems (DWMS) as required under the Public Health Act 2010, which show how the suppliers of drinking water apply the twelve elements of the Framework for Managing Drinking Water Quality from the Australian Drinking Water Guidelines. NSW Health supports LWUs in undertaking verification monitoring of drinking water quality (through allocated free-of-charge water sampling testing) and works with LWU on water quality matters and especially responses to water quality incidents. NSW Health also supports the fluoridation of drinking water (through subsidy program to assist with the construction of fluoridation systems). 

	NSW Environment Protection Authority (EPA)
	Environmental protection
	Environmental steward and NSW primary environmental regulator responsible for protecting, restoring and caring for our ecosystems. The EPA is focussed on outcomes and is responsible for regulating local water utilities under the range of environmental legislation.

	Office of Local Government
	Council and local water utility governance
	Oversee council and local water utility governance, financial management and reporting under the NSW Local Government Act 1993.

	Natural Resources Access Regulator
	Surface water and groundwater access and extraction
	Enforce natural resources management legislation, including NSW Natural Resources Access Regulator Act 2017, NSW Water Management Act 2000, NSW Water Act 1912, and associated regulations.

	Dams Safety NSW
	Safety of dams
	Prevent failure of declared dams through compliance monitoring of owners’ management systems under NSW Dams Safety Act 2015 and Dams Safety Regulation 2019.

	Independent Pricing and Regulatory Tribunal of NSW
	Pricing for some local water utilities
	Set the maximum prices that Central Coast Council, Essential Energy and Water NSW for the Fish River Water Supply Scheme can charge for water and sewerage services under the NSW Independent Pricing and Regulatory Tribunal Act 1992.

	Local councils – the consent authority
	Planning and development approvals 
	Promoting sustainable development and ensuring the well-being of the community in the development and management of town water services infrastructure under the NSW Environment Planning and Assessment Act 1979 (EP&A Act). 
There are different planning approval pathways that, dependant on the size and scale of the development, will determine which is the appropriate assessment pathway.
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Local water utilities can best meet the needs of their customers and manage key risks when their decisions and activities are based on effective, evidence-based strategic planning. Councillors are responsible for making strategic decisions for town water services.
Councils should apply the Local Government Act’s Integrated Planning and Reporting (IP&R) framework for their strategic planning, including for their local water utility services. While councils are applying the IP&R framework, the department expects strategic planning for local water utility services to be effective and evidence based, as set out in section 3 of the RAF. The department can provide an assurance assessment that tests the effectiveness of their local water utility’s strategic planning.
The RAF sets out high-level expectations (12 outcomes) and related detailed expectations that, when achieved at a reasonable standard, mean that effective, evidence-based strategic planning is in place.
These expectations include:
identifying and understanding key inputs and risks to service needs/customer preferences, water security, water quality, environmental impacts, the LWU’s system capacity, capability and efficiency, and other key risks and challenges (such as climate risks, droughts, and emergencies) 
analysing solutions to deliver services, their related resourcing needs, and existing/future revenue sources to recover costs 
making and implementing sound strategic decisions, including on sound pricing, prudent financial management, and integrated water cycle management.
Effective strategic planning is an on-going, iterative and adaptive process. It requires you to be aware of and understand changes in your LWU’s context and respond to them by effectively adapting your strategic decisions where needed. 
Councillors can ensure town water services strategic planning is effective by working with their staff to continuously answer and be informed on the 12 outcomes. Appendix A provides you with the key questions to answer for each outcome.
The department has published guidance documents for each outcome that provide detailed expectations and optional ‘how-to’ approaches.
Councillors should ensure LWU’s strategic planning is informed by and considers relevant NSW Government strategic plans, such as the NSW Water Strategy and regional water strategies, as part of its inputs.


[bookmark: _Toc175064450]The department’s approach to oversight and support 
Every local water utility faces unique challenges and risks. By working in partnership with regulators and the wider sector, local water utilities can manage risks and priorities in town water systems more strategically and effectively and, as a result, reduce risks in regional NSW communities over time.
Of specific interest to Councils, the department provides for: 
Technical advice and support for strategic planning, approvals for treatment plants and other asset upgrades, and emergency responses
Guidance documents on achieving the strategic planning outcomes for effective strategic planning under section 3 of the RAF, detailing expectations and optional ‘how-to’ approaches 
Assurance assessment for effective strategic planning, a free assessment on the effectiveness of your LWUs strategic planning as per section 3 of the RAF, which:
demonstrates to your community that current/ future risks are fully understood and the council has the right systems in place to address these risks. 
facilitates work approvals and water licenses, and 
is required for dividend payments
Support for your operators with annual visits of all treatment plants and on-going advice
Grant funding support, e.g. through the NSW Government Safe and Secure Water Program.
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The table below provides the high-level questions for each of the 12 strategic planning outcomes set in section 3 of the RAF. 
	High-level expectation 
	Key questions for each high-level expectation (outcome) 

	Understanding service needs
	· What are customers’ needs, values, and preferences?
· What current and future demands are placed on water supply and sewerage systems?
· How will the local water utility consider and address objectives, priorities and evidence of other relevant state or regional strategic planning, including the NSW Water Strategy and regional water strategies?

	Understanding water security
	· What is the local water utility’s access to current and potential water supply sources? 
· How will the local water utility address current and future risks around continuity and reliability of access to water supply sources? 

	Understanding water quality
	· How will the local water utility address current and future water quality risks in its supply systems? 
· How will the local water utility meet relevant regulatory standards, such as on drinking water quality management? 

	Understanding environmental impacts
	· How will the local water utility address current and future environmental impact risks in its sewerage systems? 
· How will the local water utility meet relevant regulatory standards, such as licence requirements set by the environmental regulator? 

	Understanding system capacity, capability and efficiency
	· What is the capacity and capability of systems to deliver water (and future capacity and capability needs)? 
· What is the capacity and capability of its systems to collect and treat sewerage (and future capacity and capability needs)? 
· How will the local water utility consider water efficiency in its systems? 

	Understanding other key risks and challenges
	· How will the local water utility address other key risks in its systems now and into the future? 
· How will the local water utility meet relevant regulatory standards, for example, such as on dam safety? 
· How has the local water utility considered climate risks? 
· How is the local water utility planning for drought? 
· How is the local water utility planning and preparing for incidents, emergencies, and extreme events and ensuring continuity of service? 

	Understanding solutions to deliver services
	· How are options for delivering services and managing risks analysed? 
· How are supply and demand side options for water supply identified and evaluated? 
· How are assets managed over their life cycle to ensure service levels are met? 
· How are the preparedness and resilience management during extreme events considered? 

	Understanding resourcing needs
	· What resourcing is needed to deliver services and manage risks? 
· What are the life-cycle costs of managing assets? 
· What are the technical and operational skills needed to deliver services and manage risks? 
· How does the local water utility do workforce planning? 

	Understanding revenue sources
	· What are the revenue sources available to fund the delivery of services? 
· What is the customers’ ability to pay for services? 
· What is the customers’ willingness to pay for services? 

	Make and implement sound strategic decisions
	· Based on its understanding of, and adequate consideration of, service needs, risks, and resources, how does the utility set service levels and efficient revenue requirements for providing services over an adequate forward period to capture asset lifecycle? 
· How are customers engaged in decision-making and informed of choices between service levels, risks, and cost? 
· How does the local water utility ensure its long-term financial sustainability, including managing unexpected financial shocks in future periods without having to introduce substantial or socially destabilising revenue or expenditure adjustments?
· How does the utility implement service levels and monitor, and report on, performance to understand if it is meeting service levels and managing risks? 

	Implement sound pricing and prudent financial management
	· How does the utility set and structure its water supply and sewerage pricing to recover its revenue requirement, promote efficient use of water and achieve equitable and affordable pricing and intergenerational equity? 
· How does the utility implement a cost-reflective and consumption-based tariff structure, long-term stable price path and intergenerational equity? 
· How does the utility set appropriate developer charges to recover the infrastructure cost of servicing growth? 
· How does the utility consider payment of tax equivalents and dividends? 
· How does the utility consider affordable access to essential water services for all customers? 
· How does the utility ‘ring-fence’ the water supply and sewer business fund from council’s general-purpose fund? 

	Promote integrated water cycle management (IWCM)
	· How are urban water cycle outcomes including water security, public health, environmental and urban amenity and liveability identified, achieved and funded? 
· How does the utility consider opportunities and methods to increase resource efficiency and recovery in urban water management? 
· How is the local water utility supporting customers to increase water literacy and support water efficiency measures? 
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