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1 Introduction 
 

In November 2023, the Minister for Water requested the NSW Productivity and Equality Commission 
(PEC) investigate alternative funding models for local water utilities (LWUs).   

The NSW Government had identified the need for a comprehensive review of government funding 
for LWUs in phase 1 of the Town Water Risk Reduction Program (TWRRP). The TWRRP's findings 
highlighted the need to explore alternative funding models to enhance the effectiveness and 
efficiency of government funding programs and strengthen the capacity of LWUs in delivering water 
supply and wastewater services to their communities. 

The PEC conducted its review in response to terms of reference provided by the Minister for Water, 
focusing on identifying sustainable, efficient, and equitable approaches to reforming NSW 
Government funding for LWUs. The PEC delivered its final report, Review of Alternative Funding 
Models for Local Water Utilities to the Minister for Water on 19 July 2024. The Minister released it 
publicly on 24 July 2024. 

The PEC proposes significant changes to how LWUs are funded and associated improvements to 
regulation and strategic planning. It recommends: 

• Developing a LWU Funding Policy, including a Community Service Obligation (CSO) funding 
mechanism to support delivery of basic levels of service for LWUs that cannot recover the cost 
of efficiently delivering basic levels of service from revenue that can reasonably be raised from 
its customers (based on their ability to pay), developers or other own source revenue1.  

o In principle, the CSO funding mechanism would cover the total cost of delivering services; 
that is, capital and operational expenditure needs. 

o Under a CSO funding mechanism, LWUs will have discretion on using funding efficiently on 
capital and operational expenditures, subject to a service level agreement. 

• Making improvements to regulatory standards and processes, and to strategic planning 
requirements and coordination, in order to facilitate the setting of efficient basic levels of 
service and the identification of efficient solutions to deliver them, resulting in efficient and well-
targeted funding support. 

• Establishing a Sector Priorities Plan, setting out the NSW Government’s funding priorities for the 
LWU sector over the short to medium term (2 to 4 years) based on well-coordinated strategic 
planning across the LWUs, regional and state level. 

• Reviewing the delivery and structural models for water supply and wastewater service provision 
in Western NSW. 

• Reviewing support schemes to address customer affordability, hardship and financial 
emergencies, including current pensioner rebates in regional and metropolitan areas, with a view 
to establish targeted schemes that are fully funded by government. 

The PEC proposes an implementation plan for its recommendations, for which the NSW Government 
has decided to seek the views of the LWU sector before proceeding. The final report’s findings, 
recommendations, and implementation plan reflect the PEC’s own views as an independent agency. 

The NSW Government is carefully considering the PEC’s findings and recommendations. In its 
response to the recommendations of the NSW Parliament’s Joint Select Committee on Protecting 

 
1 Note that CSO payments for supporting vulnerable customers, including pensioners, would not be subject to 
the revenue raising ability of LWUs. 

https://www.productivity.nsw.gov.au/sites/default/files/2024-07/20240725-review-of-funding-model-for-local-water-utilities-final-report.pdf
https://www.productivity.nsw.gov.au/sites/default/files/2024-07/20240725-review-of-funding-model-for-local-water-utilities-final-report.pdf
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LWUs from Privatisation, the NSW Government committed to developing and publishing an NSW 
Government response to, and consulting extensively with the sector on, the PEC’s 
recommendations. 

To inform its response and implementation planning, the NSW Government is seeking to consult 
with the LWU sector to identify stakeholders’ views and issues on the PEC’s review. Our Discussion 
Paper seeks feedback from the LWU sector on the PEC’s findings and recommendations and 
potential benefits, costs, impacts and consequences of their implementation. We will also hold an 
online briefing session and targeted workshops with key stakeholders to discuss our paper. 

Our Discussion Paper does not introduce new issues or evidence, nor has the NSW Government 
taken any positions on the PEC’s recommendations; this Discussion Paper seeks to inform the 
position of the NSW Government. The Discussion Paper refers to the PEC’s final report and asks key 
questions on the PEC’s recommendations to help shape the NSW Government’s response and 
implementation plan. When considering your feedback, we recommend reading the PEC’s final 
report alongside our Discussion Paper. We are planning to publish the NSW Government response, 
including an implementation plan, in mid-2025 that will consider the PEC’s proposed implementation 
plan. Stakeholders will continue to be involved in the subsequent implementation of the NSW 
Government response. 

Lastly, the NSW Government in its response to the recommendations of the Joint Select Committee 
on Protecting Local Water Utilities from Privatisation has stated its support for public ownership of 
regional water supply and sewerage assets. The NSW Government is committed to not privatising or 
selling-off councils’ water supply and sewerage assets, or forcibly amalgamating councils’ local 
water utilities.  

 

How to engage and provide feedback to this paper 
We seek feedback by 6 December 2024. Feedback can be submitted via email to 
regional.town.water@dpie.nsw.gov.au. 

More information, including on online briefing sessions and targeted workshops, can be found on the 
Local Water Utilities webpage.  

Confidentiality 

All feedback received for this consultation will be reviewed. If you would prefer your feedback to be 
treated as confidential, please indicate this when you send your submission. 

If you do not make a request for confidentiality, the Department of Climate Change, Energy, the 
Environment and Water may make your feedback available to the public and attribute your feedback 
to you and/or your organisation. 

Please note, regardless of a request for confidentiality, the department may be required by law to 
release copies of feedback forms to third parties in accordance with the Government Information 
Public Access Act 2009. 

Structure of the Discussion Paper 
The Discussion Paper’s chapters are structured by three sections: 

1. Summary: A concise summary of chapters 5 to 10 of the PEC final report, as these chapters 
provide the PEC final report's recommendations for reform of the current NSW Government 
funding model. We recommend the LWU sector also read Chapters 2 to 4 of the PEC report as 
they provide findings on the current and future state of the LWU sector and the financial 
performance of LWUs that inform the proposed recommendations.     

mailto:regional.town.water@dpie.nsw.gov.au
https://water.dpie.nsw.gov.au/our-work/local-water-utilities
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2. PEC Recommendations: The core recommendations are presented as they appear in the PEC 
final report. The PEC final report includes explanatory notes to the recommendations, which 
have not been included here. The Discussion Paper identifies where in the PEC final report these 
can be found.  

3. Discussion Paper Questions: The targeted questions for the LWU sector regarding the relevant 
chapters of the PEC final report.  
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2 The role of NSW Government and its 
funding - Proposed Funding Principles for 
the LWU sector 

Summary of chapter 5 from PEC final report 
In this chapter, the PEC sets out the challenges and issues with the NSW Government’s current 
funding approaches for LWUs. 

The PEC provides a set of guiding principles to improve any future funding programs by the NSW 
Government. Importantly, this includes the following principles: 

Principle 1: Alignment of funding program with explicit government objectives 

• LWU funding programs should demonstrate a strategic fit with the NSW Government’s high-
level objectives. Funding support should be targeted to LWUs that cannot deliver against the 
sector objectives. 

Principle 2: Consistent treatment of LWUs in line with well-defined eligibility rules for funding 

• Clear and consistent eligibility rules provide certainty for LWUs to drive improvements and 
efficiencies in their business planning and investment activities and lower risks from uncertainty. 

Principle 3: Targeted and transparent funding 

• Targeted funding will mean that a LWU should not receive funding unless it is unable to recover 
the cost of efficiently delivering basic service levels from revenue that can reasonably be raised 
from its customers (based on their ability to pay), developers or other own source revenue. 
Targeting will also need to consider strategic priorities in the sector identified through effective 
and coordinated strategic planning across local water utilities and government. 

• Transparency refers to the funding process being underpinned by these principles and the 
sector being fully aware of the processes that the government follows in making its funding 
decisions.  

Principle 4: A predictable and stable source of financial support 

• This principle asks for funding streams to be predictable and stable over time, addressing 
concerns over the uncertainty and ad-hoc nature of grant and/or project-based funding. This 
would promote and support long-term strategic planning by LWUs and efficient investment in 
services, as well as mitigate the risk that LWUs will need to reduce service levels. Predictability 
would be achieved by clearly stipulated funding duration and expectations by way of long-term 
funding/service level agreements between the NSW Government and LWUs, ensuring 
operational continuity.  

Principle 5: Funding linked to measurable performance improvements 

• Any link between funding and improved performance outcomes by LWUs must be measurable 
and subject to an agreed governance and accountability framework, e.g., a Service Level 
Agreement with periodic performance reviews via KPIs. 

Principle 6: Minimise administration costs where feasible 

• Government funding programs for LWUs should be easy to administer and not give rise to 
significant compliance costs as this minimises resources and promotes LWUs participation. 
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For a full description of the PEC’s principles, see pg. 36 of the PEC final report. 

PEC recommendations 
Recommendation 1   

Assess the design of any future funding approach against LWU funding principles identified by the 
Commission.   

Recommendation 2  

Use the LWU funding principles to review Safe and Secure Water Program funding that has been 
earmarked but not formally allocated.    

The detailed recommendations can be found on pg. 36 of the PEC final report.  

Discussion Paper Questions 
1. What do you think of the findings and recommendations in Chapter 5 of the PEC final report? 

2. What do you think are the benefits, risks, barriers and opportunities of implementing what is 
recommended in Chapter 5 – for you, your LWU and for the LWU sector? 

3. What do you think of the suggested funding principles? Do you agree/disagree? Is anything 
missing? 

4. Do you think the proposed funding principles address the challenges identified from the current 
grants-based funding model (sections 5.1.2 and 5.2 of the PEC final report)? Why or why not?  
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3 Using a strategic approach to better 
target funding – A LWU investment 
framework and funding policy 

Summary of chapter 6 from PEC final report 
In this chapter, the PEC proposes a LWU Investment Framework to guide long-term funding for 
LWUs (the elements of this framework are presented in Figure 13 of the PEC final report). The 
Framework includes a LWU Funding Policy and a Sector Priorities Plan.  

The LWU Funding Policy includes the government’s whole of sector objectives, roles and 
responsibilities for the LWU sector, the rationale for government funding (including possible funding 
pathways aligned to the Funding Principles), and a clear link between government funding and 
measurable performance improvements. Section 6.4.1 of the PEC final report details the main 
elements of the policy and proposed approaches to inform each element.  

The PEC suggests that the LWU Funding Policy include the following suite of possible funding 
pathways to support LWU sector objectives:  

• Community Service Obligation (CSO) funding (as an alternative to project-based capital grants 
funding), to support delivery of basic levels of service for LWUs that cannot recover the cost of 
efficiently delivering basic levels of service from revenue that can reasonably be raised from its 
customers (based on their ability to pay), developers, or other own source revenue.  

• Contributions by the NSW Government to regional projects based on alignment with wider 
government objectives and cross LWU boundary issues.  

• Funding provided by the NSW Government for sector-wide improvement programs.  

• Sector-wide program where NSW Government funding will leverage collaboration benefits. 

• Funding for major projects that are managed by the NSW Government. 

The Sector Priorities Plan would detail the NSW Government’s funding priorities over a short to 
medium timeframe (1 to 3 years). Priorities are determined based on the challenges identified from 
the sector’s strategic planning, including themes such as water security, water quality, 
environmental impacts, climate change, and population growth. 

The PEC notes that effective and coordinated strategic planning by LWUs and the NSW Government 
is fundamental to informing funding pathways and priorities and ensuring effective targeting of 
funding support. The report identifies key gaps in current practices, including lack of mandatory 
LWU strategic planning and integration of local, regional, and state plans. 

The PEC also highlights that effective strategic planning by LWUs is essential to inform a CSO 
payment as it informs the assessment of a LWU’s costs to deliver basic service levels and its ability 
to raise revenue. The report notes that LWU strategic planning can only be effective if it is 
coordinated across other strategic planning by government (e.g., regional water strategies and NSW 
Water Strategy).  

For an overview of the PEC’s findings see pg. 46 of the PEC final report. 

PEC recommendations 
Recommendation 3  
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Prepare a stocktake of existing strategic planning for LWU sector, including state, regional and 
local plans, and develop a preliminary Sector Overview outlining future challenges, expenditure, and 
potential funding shortfalls to support a new funding approach.  

Recommendation 4  

Develop a LWU Investment Framework to ensure funding to LWU sector is well targeted and 
minimises overall cost to NSW Government.  

Recommendation 5  

Prepare a draft LWU Funding Policy, with release for sector consultation prior to finalisation.  

Recommendation 6  

Work with LWUs and other NSW Government agencies to develop a Sector Priorities Plan. 

Recommendation 7  

Make strategic planning for water supply and sewerage services an explicit requirement for all 
councils in regional NSW, with key elements of the Regulatory Assurance Framework to be 
incorporated into the Integrated Planning and Reporting Framework.  

The detailed recommendations can be found on pgs. 46-47 of the PEC final report.  

Discussion Paper Questions 
5. What do you think of the findings and recommendations in Chapter 6 of the PEC final report? 

6. What do you think are the benefits, risks, barriers and opportunities of implementing what is 
recommended in Chapter 6 – for you, your LWU, and/or for the LWU sector? 

7. Could a LWU Investment Framework that relies on LWUs effective and evidence-based strategic 
planning adequately consider differences in LWUs’ capability and capacity to carry out strategic 
planning?  

8. Should effective strategic planning and its assessment be mandatory for all LWUs to inform and 
improve coordination of strategic planning across state and local government? 

9. Should effective strategic planning and its assessment be mandatory for LWUs seeking CSO 
funding?  

10. Should coordination of strategic planning between state and local levels be improved? If so, 
how?  

11. Is the Sector Priorities Plan an appropriate way to prioritise funding to LWUs, including under the 
CSO funding mechanism, if overall funding budget is constrained?   

12. Should the design of the LWU Funding Policy and/or the Sector Priorities Plan consider funding 
the delivery of basic levels of service in communities currently not serviced? If so, how? 

13. Do you think the proposed funding pathways address the sector’s needs?  
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4 Establishing CSO payments – CSO funding 
pathway for LWUs 

Summary of chapter 7 from PEC final report 
In this chapter, the PEC outlines the CSO funding pathway and recommends CSO payments as the 
NSW Government’s new main funding approach for LWUs (replacing capital grant funding 
programs). In principle, the CSO funding mechanism would cover the total cost of delivering 
services; that is, capital and operational expenditure needs. 

Aligned with the targeting principle, CSO payments would target support to LWUs that cannot 
recover the cost of efficiently delivering basic levels of service from the revenue that can 
reasonably be raised from their customers (considering ability to pay), developers, or other own 
source revenue.  

Section 7.4.2 of the PEC final report sets out the process for assessing and administering CSO 
payments under the proposed LWU Investment Framework and LWU Funding Policy (“the CSO 
policy” as per Recommendation 9). The proposed process would require: 

• an on-going assessment of the LWU’s ability to fund delivery of basic service levels from 
customers and developers (“demonstrating a financial need”), based on their effective strategic 
planning  

• LWUs enter into a service level agreement (SLA) with the NSW Government that would specify 
service levels and requirements to continue receiving the CSO payments, including maximising 
revenue from other sources, engaging in regional collaboration, performance reporting, and 
meeting outcomes.  

The PEC proposes a set of governance arrangements for evaluating LWUs request for CSO 
payments, such as a CSO Working Group, CSO Specialist Adviser, and CSO Steering Committee.  

For an overview of the PEC’s findings see pg. 60 of the PEC final report. 

PEC recommendations 
Recommendation 8 

Introduce a CSO payment mechanism as a new funding approach for the sector. 

Recommendation 9  

Develop a CSO Policy as part of the LWU Funding Policy in consultation with the sector over the 
next 12 months.  

Recommendation 10 

Provide a report to the NSW Productivity & Equality Commissioner on the implementation of the 
CSO policy after 12 and 24 months. 

The detailed recommendations can be found on pgs. 60-61 of the PEC final report.  

Discussion Paper Questions 
14. What do you think of the findings and recommendations in Chapter 7 of the PEC final report? 
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15. What do you think are the benefits, risks, barriers and opportunities of implementing what is 
recommended in Chapter 7 – for you, your LWU, and/or for the LWU sector? 

16. What do you think of the proposed assessment process for entering into CSO payments and the 
management of the on-going SLA? 

17. What do you think about the CSO payment mechanism being based on achieving the delivery of 
Basic Levels of Service (Chapter 8 of the PEC final report)?  

18. Are there other CSO models that could work better? Are you aware of, or have experience with, 
other CSO models that could be applied? How have they, or could they, be applied? 
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5 Service levels and minimum service 
standards – Setting basic levels of service 
for funding pathways 

Summary of chapter 8 from PEC final report 
A key element of the proposed CSO funding mechanism is the establishment of basic levels of 
service that the NSW Government considers to be ‘adequate’ or ‘a minimum acceptable level of 
service’ and is prepared to fund if the LWU cannot recover the cost from customers (based on their 
ability to pay), developers, or other own source revenue. 

The proposed LWU Funding Policy and CSO Policy (see above) outline how basic levels of service 
would be used to consider LWU forecast expenditures under the CSO assessment process and 
describe the factors to consider when extending services to new areas. 

The PEC proposes basic levels of service for a number of service activities2, including water supply 
(water quality and water security) and environmental impact of wastewater management.3  

The PEC suggests that existing minimum regulatory standards, subject to regulatory standards 
being efficient, should form the basis for determining basic levels of service. The PEC suggests that, 
depending on the service area, basic levels of service could be set or agreed on as part of individual 
service level agreements that take into account local circumstances and customer needs while 
ensuring efficient regulatory outcomes. 

• The PEC notes that minimum regulatory standards for drinking water quality and environmental 
impact have a clear rationale for protecting human health and the environment. It suggests 
these should be adopted as part of a basic levels of service for assessing proposed expenditure 
that could be supported by the CSO funding mechanism, subject to them being efficient. 

• The PEC notes there are limited regulatory minimum standards on water security (mainly the 
non-mandatory, process-based strategic planning expectations under the Regulatory and 
Assurance Framework for Local Water Utilities). The PEC suggests basic levels of service for 
water security should be based on clear service level objectives and acceptable risk. The 
acceptable level of risk may be determined from feedback from LWU customers and a broader 
system-based standard. Suggested approaches are described in more detail in box 8 in the 
PEC’s final report. 

• The PEC suggest that a minimum regulatory standard for service reliability (e.g. interruptions 
and response times to them, water pressure) is not needed, but, where reliability is a key cost 
driver for a LWU, a reasonable level of reliability could be established at a local level with 
reference to relevant industry benchmarks. 

The PEC identifies uncertainty as to the effectiveness and efficiency of existing regulatory minimum 
standards for drinking water quality, water security and environmental discharges. It found the 
potential cost implications of minimum regulatory standards on drinking water quality and 
environmental discharges are unknown. The PEC suggests exploring reform of existing minimum 

 
2 Please see chapter 10 of the PEC final report for a CSO funding mechanism to fund financial assistance to 
vulnerable customer (including pensioner rebates). 
3 Note that the objectives for environmental impact standards are not an explicit basic level of service 
provided to LWU customers. However, they do form part of the assessment of the costs of doing business. See 
PEC, Final Report, page 83. 
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regulatory standards and processes for drinking water quality, environmental discharges, and water 
security to ensure regulation is effective and efficient. This would enable the setting of effective 
and efficient basic levels of service and the identification of effective and efficient solutions to 
deliver them, including through the approval process under section 60 of the Local Government Act 
1993 (LG Act), resulting in efficient and well-targeted funding. 

For an overview of the PEC’s findings see pgs. 73-74 of the PEC final report. 

PEC recommendations 
Recommendation 11 

Ensure that implementation of minimum standards across the sector is efficient. 

Recommendation 12 

Review the role of regulators in planning processes undertaken prior to submission of an application 
for water treatment and sewage works under section 60 LG Act approval processes. 

Recommendation 13 

Establish an outcomes-focused standard for water security that outlines NSW-wide expectations 
while providing LWUs with flexibility to manage given local conditions. 

Recommendation 14 

Develop a voluntary customer retail service standard for LWUs. 

Recommendation 15 

Develop and adopt a Basic Level of Service description under its LWU Funding Policy in consultation 
with the LWU sector. 

The detailed recommendations can be found on pgs. 74-75 of the PEC final report.  

 

Discussion Paper Questions 
19. What do you think of the findings and recommendations in Chapter 8 of the PEC final report? 

20. What do you think are the benefits, risks, barriers and opportunities of implementing what is 
recommended in Chapter 8 – for you, your LWU, and/or for the LWU sector? 

21. What do you think about the proposed approach to setting basic levels of service for water 
quality?  

22. What do you think about the proposed approach to setting basic levels of service for the 
environmental impact of wastewater management? 

23. What do you think about strengthening regulatory standards and developing basic levels of 
service for water security? 

24. How should minimum regulatory standards be efficiently set and implemented, so they can 
inform basic levels of service? 

25. What do you think about the proposed approach to addressing service reliability? 

26. What do you think about the proposed approach to addressing customer service standards? 
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6 Provision of services in Western NSW – 
Investigating effective institutional and 
support mechanisms for Western NSW 

Summary of chapter 9 from PEC final report 
In this chapter, the PEC identifies the pressing need for action to address the unique challenges 
faced by LWUs in Western NSW, which are mostly very small and in remote areas, and service some 
of the most socio-economically disadvantaged communities in NSW.  

The PEC presents a range of findings about the current state of service delivery and funding for 16 
councils it has analysed in Western NSW and identifies the long-standing risks and challenges they 
face both individually and collectively. 

The PEC finds that there is scope to implement structural reforms across Western NSW LWUs that 
improve the ability to deliver strategic planning, conduct operations, share resources and provide 
certainty of funding for Western NSW councils. The PEC highlights that there is an opportunity to 
explore alternative structural approaches with willing Western NSW councils, applying the 
proposed LWU funding policy under each structural approach. Due to the seriousness of issues 
facing LWUs in this part of the state, the PEC outlines a recommended reform approach to codesign 
and adopt alternative structural approaches within 18 months. 

For an overview of the PEC’s findings with respect to the provision of services in Western NSW, see pg. 
95 of the PEC final report. 

PEC recommendations 
Recommendation 16 

Immediately establish a reform process to identify and implement the most efficient and effective 
structure for providing water and sewerage services in Western NSW.  

Recommendation 17 

Develop a Strategic Business Case for CSO funding to Western NSW LWUs based on the output of 
the reform process.  

The detailed recommendations can be found on pgs. 95-96 of the PEC final report.  

Proposed next steps 
The NSW Government intends to prioritise an exploration of revised water supply and sewer service 
delivery approaches in Western NSW, with those councils who are willing to opt-in.  

Work is underway by the department to identify and analyse preliminary options for revised service 
delivery approaches that will be canvassed with the sector.  The proposed structural options set out 
in the PEC final report will be the basis for this initial analysis. However, feedback received in 
response to this discussion paper will also be taken into consideration. 

A co-design process with interested councils and sector representatives will be undertaken to 
explore potential approaches, which will be taken to government for consideration. This co-design 
process will also identify councils who are willing to opt-in to participate in the implementation of 
reforms. 



 

Discussion Paper on the Productivity and Equality Commission’s Review of Alternative Funding Models for Local Water 
Utilities 17 

In order to fully explore and implement potential structural options for service delivery in Western 
NSW, sufficient progress will need to be made in the design of the LWU Investment Framework.  

The definition of Western NSW will need to be determined in consultation with the sector. For the 
purpose of discussion, the PEC analysed 16 LWUs in local government areas classified as ‘remote’ or 
‘very remote’— Balranald, Bogan, Bourke, Brewarrina, Carrathool, Central Darling, Cobar, 
Coonamble, Hay, Lachlan, Moree Plains, Narrabri, Walgett, Warren, Warrumbungle and Wentworth. 
It is assumed the selected LWUs are generally unable to recover the efficient costs of the water and 
wastewater services they provide from their customers. However, there may be reasonable cause to 
expand or narrow the focus of the Western NSW reform process. 

Ultimately, any reform process will be premised on the willingness of councils to participate. The 
implementation phase will also need to be appropriately resourced, which will be a decision of the 
NSW Government.  

Implemented reforms will also need to occur over a sufficient period of time to allow them to be 
properly evaluated.  

 

Discussion Paper Questions 
27. What do you think of the findings and recommendations in Chapter 9 of the PEC final report in 

relation to the provision of water supply and sewer services in Western NSW, including exploring 
potential structural options for service delivery with councils who are willing to opt-in?  

28. What do you think are the benefits, risks, barriers and opportunities of implementing what is 
recommended in Chapter 9 – for you, your LWU and for the LWU sector? 

29. What are your views on the implementation timeline (i.e. completion within 18 months) proposed 
by the PEC for the Western NSW reform process? 

30. What are your views on potential structural service delivery models which could be explored and 
implemented in Western NSW in the context of a CSO approach? 

31. What are the potential barriers to councils participating in exploring and implementing potential 
structural options for service delivery? 

32. What could incentivise councils to participate in exploring and implementing potential structural 
options for service delivery?    
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7 Pensioner rebates – Setting expectations 
for hardship rebates through a CSO funding 
stream 

Summary of chapter 10 from PEC final report 
In this chapter, the PEC identifies marked differences in rebates between regional pensioners and 
those living in Sydney and Hunter regions, as well as issues in equitable access to rebates. Further, 
the PEC discusses inequities of NSW Government funding for these rebates between regional LWUs 
and Sydney Water and Hunter Water.  

The PEC suggests considering broader support schemes to address customer affordability, hardship 
and financial emergencies, including current pensioner rebates in regional and metropolitan areas. 
The PEC recommends that government fully fund targeted concessions/rebates and hardship 
schemes through transparent CSOs. 

For an overview of the PEC’s findings see pg. 105 of the PEC final report. 

PEC recommendations  
Recommendation 18 

Evaluate pensioner rebate on all water services before the 2025-26 Budget. 

Recommendation 19 

Fund any targeted concessions/rebates deemed necessary in the LWU sector via a transparent CSO. 

Recommendation 20 

Develop a service level agreement with the Office of Local Government where a CSO is paid to all 
LWUs to support rebates/concessions to address hardship pressures 

Recommendation 21 

Include the principles and approach to funding a CSO for hardship rebates in the LWU Funding 
Policy to be developed over the next 12 months. 

The detailed recommendations can be found on pg. 106 of the PEC final report.  

Discussion Paper Questions 
33. What do you think of the findings and recommendations in Chapter 10 of the PEC final report? 

34. What do you think are the benefits, risks, barriers and opportunities of implementing what is 
recommended in Chapter 10 – for you, your LWU, and/or for the LWU sector? 

35. Is there merit in developing hardship policies that outline the standards for water utilities when 
dealing with customers facing payment difficulties, e.g., included in a customer service 
standard?  

36. Are there specific hardship conditions that should be considered for water supply and sewerage 
services?  

37. Do you think the proposed recommendations address the equity concerns identified in the PEC 
final report? 
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8 Implementation Plan  
The PEC details an implementation plan for the proposed reforms in Chapter 11 of the PEC final 
report. This includes a proposed governance structure (section 11.2) and an implementation timeline 
(section 11.3).  

As part of the NSW Government response to the PEC final report, the NSW Government will develop 
an implementation plan that considers the PEC final report’s proposed implementation plan4.  

Please let us know if you have any comments on the PEC’s implementation plan, and if you have any 
suggestions on how we can best engage with the sector when implementing. 

Discussion Paper Questions 
38. Do you have any suggestions or comments regarding the PEC final report’s implementation plan 

(Chapter 11)?  

39. What do you think about the proposed timing of the implementation plan? What do you think 
about the timing of proposed implementation actions? 

40. Do you have any suggestions regarding how the NSW Government should engage with you and 
the LWU sector for the implementation phase?  

41. What are your views on the implementation timeline (i.e. completion within 18 months) proposed 
by the PEC for the Western NSW reform process? 

 

 

 
4 The NSW Government intends to prioritise an exploration of revised water supply and sewer service delivery 
approaches in Western NSW, with those councils who are willing to opt-in (see Chapter 6 of this discussion 
paper for more information). 
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