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Key messages

e The urban water sector is active in stormwater management at many levels with responsibility
shared across utilities, councils and state government agencies with arrangements differing
significantly in different jurisdictions within and across states.

e Responsibilities of the urban water utilities include ownership of drainage assets, accountability
for flooding outcomes, accountability for waterway health and direct involvement in, or
ownership of stormwater reuse schemes.

e For most jurisdictions climate change and urban growth will increase pressure on waterway
health and flooding, necessitating better stormwater management even if this is not delivered
directly by urban water utilities.

e Stormwater harvesting is a tool not an outcome, and could be utilised where it is a practical
solution and it provides the best community outcome.

e There are also benefits of looking at stormwater beyond a challenge of mitigating flooding and
maintaining the health of waterways. The opportunities from integrated planning and
management of stormwater includes:

0 More efficient and streamlined planning and delivery processes
0 Improved social amenity and attractiveness
0 Improved engagement through recreation and creating places that bring people
together
0 Health benefits through passive cooling and a reduction in the heat island effect
0 Increase in property values and economic activity through improved aesthetics
0 Economic benefits from healthy waterways such as tourism, commercial fishing and
oyster farming
0 Resilience to extreme events and climate change
Critically, we must engage our customers to determine which of these opportunities align with
their preferences as well as their willingness to pay.

e A common experience is that lack of leadership and coordination across the different agencies
results in challenges to delivering the best outcomes for customer and community.

e To meet the challenges and realise the opportunities for stormwater there needs to be:

a. Better coordination across stakeholders in whole of water cycle planning and urban
planning

b. Engagement of customer and the community in determining a vision for a city and also
their needs, preferences and willingness to pay around the opportunities for stormwater

c. The promotion and acceptance of evidence-based evaluation models that account for
integrated solutions and non-market benefits

d. A consideration of alternative funding models for stormwater

e Notwithstanding jurisdictional and regional differences, there is a consistency in the above issues
across Australia. There is a role for the Commonwealth as a catalyst to better coordinate and
provide leadership. What precise form that involvement takes should evolve from further
discussion with stakeholders.

e However, the National Water Initiative provides the starting point for states to agree upon the
objectives for the stormwater sector.




1. Introduction
The Water Services Association of Australian (WSAA) is the peak body representing urban water utilities
in Australia and New Zealand. Our members provide water and wastewater services for over 20 million

people. The industry manages assets with a value of over $120 billion and has annual revenue of around
$15 billion.

WSAA welcomes the Senate Inquiry into Stormwater Resources in Australia. WSAA's vision is ‘Customer
driven, enriching life’ and stormwater is an integral part of the fourth outcome of our vision,
‘Stewardship of the urban water cycle’. WSAA is keen to actively participate in a nationally coordinated
and considered debate to develop a shared understanding of the role of stormwater in the water cycle,
and priorities for the development of liveable and prosperous cities.

Stormwater is a complex issue involving several stakeholders with different perspectives (see Box 1). To
assist dealing with this complexity, this submission puts forward issues and considerations supported by
case studies in order to contribute to a national debate on this important matter.

WSAA has a number of reasons for its interest in this inquiry:

e A number of its members have a variety of responsibilities relating to stormwater. These include
ownership of drainage assets, accountability for flooding outcomes and waterway health, and direct
involvement in or ownership of stormwater reuse schemes.

e WSAA has an active role to play in integrated water management. Customers expect our members to
work actively with other key stakeholders across the whole water cycle to deliver value.

e Federal legislation and guidelines that influence stormwater management such as the Environmental
Protection and Biodiversity Protection (EPBC) Act, also affect our members. WSAA is keen to ensure
that any changes in this area deliver whole of water cycle benefits.

e Several WSAA members and their partners were direct beneficiaries of the last Federal Government
investment in stormwater (The National Urban Water and Desalination Plan). This investment was a
catalyst for the next generation of stormwater harvesting initiatives. The inquiry should take the
opportunity learn from those past projects.

WSAA’s submission does not seek to take any positions on this topic, as we believe to do so would be
counterproductive to the overall goal of establishing an informed national understanding of stormwater
management. While our submission references certain national and international frameworks and
policies, we do not put them forward as our definitive view on the matter.

Instead, WSAA puts forward a range of considerations that should be worked through when considering
change around stormwater and urban water cycle management.



2. Context

Urban land use and the development of impervious areas is the primary source of stormwater and its
pollutant load in cities and urban communities. Rainwater which would otherwise soak into the ground is
redirected from roofs, roads and impervious areas directly into stormwater pipes, channels and
waterways. In some cases (though not all, see Box 1) this significantly disrupts the natural hydrological
cycle, by reducing groundwater infiltration, and increasing and intensifying run-off events. This in turn
leads to flash flooding, erosion and export of nutrients, pollutants and sediments.

Past urban planning has had little or no regard to the water cycle, exacerbating the consequential
impacts by allowing such practices as building in flood plains, building over minor waterways and
obstructing overland flow paths, removal of essential riparian zones and extending traditional drainage
systems which seek to remove stormwater as quickly as possible. Management of these impacts is a
distributed responsibility, often shared amongst councils, catchment management authorities and in
some cases (eg. Melbourne) urban water utilities.

Stormwater management should consider both the volume and the quality of stormwater. Many of the
contemporary interventions for managing stormwater aim to address these problems by bringing a
return towards a more natural hydrological cycle. However development practices often repeat the
drainage mistakes of the past, leading to a growing management responsibility and cost for urban

stormwater in Australian cities.

A further consideration for cities and urban communities is their surrounding catchments, which are
typically occupied by peri-urban and agricultural activity. This may add to the volumetric and pollutant
load in urban waterways and their receiving waters.

There are two other major factors to be considered in developing any national policy response:

1. Cities will roughly double their population over the next 50 years, consequently creating a significant
increase in imperviousness and impacts to the hydrological cycle®.

' The Federal Treasury 2015 Intergenerational Report states: “Based on patterns of migration, fertility and life
expectancy, Australia’s population is projected to grow at 1.3 per cent per year, which is slightly below the average
growth rate of the past 40 years. If this were to occur, the population would reach 39.7 million in 2054-55, up from
23.9 million today.”



2. Climate variability will lessen the long-term reliability of stormwater as a resource, but paradoxically
increase short-term risks due to increased rainfall intensity and frequency.

Some jurisdictions will face increased pressure on waterway health and flooding necessitating changes to
the way they manage stormwater. Among WSAA members, Melbourne Water is unique in that it has
core responsibilities for managing drainage and waterway health.

Good management of stormwater creates opportunities to enhance the liveability of our cities and
regions. This is an increasing need as our cities become more dense and populous. Population growth is
also driving urban renewal and new growth projects, providing a one in a 50 to 100 year opportunity to
embed contemporary stormwater management practices (ie. water sensitive urban design) into our
cities and regions.

Leadership and coordination are the key requirements to take an integrated approach to urban and
water planning. This will be enabled through engagement with relevant stakeholders, development of
common objectives and a consistent and recognized framework to support delivery of the objectives.
WSAA encourages the inquiry to consider a 50 year timeframe, mirroring the period over which our cities
will double their population and the effects of global warming will be increasingly felt.

3. Stormwater opportunities and challenges: a framework

With a national inquiry, there is an opportunity to step back and consider what should be a holistic set of
outcomes for stormwater. It is vital to view stormwater management as a critical element of total water
cycle management in urban areas. If this is not done then effective reduction in contaminant loads,
improved biodiversity and social amenity are unlikely to be realised. Research by a number of Australian
and international organisations, including the Australian Cooperative Research Centre for Water
Sensitive Cities, is helping to better describe and quantify the contribution of the urban water sector to
the liveability of our cities and towns (Brown 2008, Johnstone 2012). The concept of cities evolving to
meet the needs of their people is captured in Figure 1.
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Figure 1: lllustration of the relationships between city states and societal urban water needs (Johnstone
etal., 2012)

This evolution towards water sensitive cities captures progress, from meeting essential needs (clean
water, sanitation and in the case of stormwater, reducing flood risk and public safety) through to
providing water-related services that more broadly support growth and personal wellbeing.

Key aspects of stormwater as part of Figure 1 include:

1. Stormwater is managed as an integral part of the urban water cycle contributing to liveable and
prosperous cities.

2. Stormwater management has a role beyond the primary challenges of flooding and maintaining
ecological health. It is also about creating opportunities. This can happen when the urban form is
planned with water in mind and comes to life with the co-location of open space and natural
water assets or the clever positioning of stormwater treatment facilities in the urban form to
enhance amenity. Our customers take accountability for their part in the water cycle via the use
of rain tanks or rain gardens bringing about a level of connectedness and engagement (See Box
2: Clayton South Wetlands). This sits well with past federal aspirations for our cities’.

3. Implicit in this model is the concept that before we move towards a water sensitive city, and for

communities to engage in the “aspirational” goals around liveability, the survival factors such as
flood protection need to have been addressed and expected community standards maintained

(Figure 2).

% “To ensure Australian cities are globally competitive, productive, sustainable, liveable and socially inclusive and are
well placed to meet future challenges and growth.” Communiqué — COAG meeting Brisbane December 2009)
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Figure 2: Cumulative benefits of better stormwater management

4. Where pressures on flooding and waterway health are most acute addressing these issues can
also provide the catalyst to achieving other benefits. Key to this is retaining, slowing and
harvesting the volume of stormwater at a precinct or local level, as it mowves through the
catchment so as to retain more natural flow conditions and minimise flood peaks.

5. The benefits realised are cumulative, with integrated interventions realising broader community
outcomes that go well beyond water management to support social wellbeing, community
health and improved urban productivity. These services and solutions will be different for
different communities, cities and regions and must be developed in concert with customers and
account for their willingness to pay. WSAA has developed an urban water planning framework
(figure 3) that includes the essential aspect of community and stakeholder engagement as part
of the process.



Energy, Climate
Change, Public
Health &
Wellbeing,
Waste,

COMMUNITY &
STAKEHOLDER

Community
Awareness
of Water
Servicing
Issues

Commercial
Agility

Water, Wastewater
& Stormwater

ENGAGEMENT

Approach

Monitor,

6 Evaluate
& Review ,

Assess
Options

Environmental
Sustainability

INTEGRATION
WITH LAND
USE PLANNING

Develop
Options

Figure 3: The WSAA Urban Water Planning Framework (WSAA, 2014)



4. Issues and case studies
To take full advantage of the opportunities stormwater offers for integrated water cycle management
and urban planning a number of issues will need to be addressed. Key among these are:

e Urban and water planning frameworks
e Institutional arrangements

e Regulation (price and licensing)

e Project evaluation (benefits and costs)
e Funding mechanisms

4.1 Urban and water planning frameworks

Integrated planning is one of, if not the key ingredient for successful and sustainable stormwater
management. The water sector has recently developed a more integrated approach to water planning in
the WSAA Urban Water Planning Framework, which sets out the elements of sound water planning
(Figure 3). The urban water sector is taking a more outwardly focused approach to planning to reflect
customer and community needs. The framework supports this direction. Good planning does not happen
in a vacuum and this is reflected in the first two phases of the framework: influence the strategic
environment and broaden the organisational vision.

Key aspects of the WSAA urban water planning framework, apply equally to stormwater planning:

Leadership and coordination

Strong leadership brings stakeholders, agencies and the community together to develop a shared vision,
common goals and a shared understanding of the way forward. This is particularly important where
stormwater is concerned. One model of leadership is where a centralized planning authority or well-
resourced agency facilitates coordination of these players (See Box 3). There are also examples of where
multiple agencies have self-organized to achieve this leadership and coordination (see Box 4).
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Integrated planning
Which includes whole of water cycle, water and urban planning, community health planning, and
stormwater and coastal zone planning. Successful integrated planning requires:

0 Ashared vision for a community, city or region, a set of high level objectives and clarity

around outcomes.
0 Astructured process to ensure that water is included at the early stages of urban planning.
0 Clarity of roles and responsibilities.
0 Capacity to deliver this ‘new’ service.

Box 5 gives a practical example demonstrating how when several aspects of integrated planning are
considered, multiple benefits can be delivered to the community. In this case funding was delivered
partly through a grant. Often this is not the case and the cost of delivering these benefits must also be
considered when weighing up the options.
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Whole of catchment planning
Having regard to surrounding peri-urban and agricultural areas, which contribute to the volumetric and
pollutant load or our urban waterways.

Spatial and temporal considerations

Water resource planning needs to have regard to space and time. Stormwater reuse is rarely the most
cost-effective water supply option as it is a rain-dependent source. There are practical limitations to
storage, particularly in built up urban areas where retro-fitting storage is prohibitively expensive, and it is
difficult to treat due to the presence of hydrocarbons and contaminants. The real driver for harvesting
stormwater is waterway health, local greening and managing minor flood peaks. If we are able to
guantify the benefits of waterway health and urban greening from stormwater harvesting, in some cases
stormwater reuse may be a viable option. The science to enable us to quantify these benefits is rapidly
advancing with decision making tools, pilot restoration projects and economic evaluation studies
currently in place in some jurisdictions.

Fit for purpose interventions
This relates to achieving the most appropriate mix of source based and centralised interventions. For
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instance, the ultimate purpose and outcome should not be about harvesting stormwater but about
utilising the most appropriate water resource that creates liveable cities, is good for the economies of
cities and the health of waterways. Such planning then guides other policy considerations such as
incentivising those undertaking urban development and redevelopment. Attachment 1 (Brisbane City
Council Watersmart Strategy, 2010) is Brisbane City Council’s vision of the multiple benefits of good
stormwater management. It also highlights the number of stakeholders who need to be involved to
deliver these outcomes.

4.2 Institutional arrangements

When discussing institutional arrangements debate can often default to industry structure. This may
mask more deep-seated problems within the overall institutional arrangements, such as a lack of
planning and poorly integrated policy and planning settings. Changing industry structures may result in
shifting existing accountability and interface problems to another point. For instance if drainage
infrastructure were to be structurally separated from councils, this may in turn lead to an interface
problem with road accountabilities. Instead, WSAA believes the focus should be on better frameworks
for leadership and coordination of key stakeholders in planning, upgrade and maintenance of
stormwater assets. Another key issue is clarifying the roles and responsibilities of managing green
infrastructure and for incorporating green infrastructure and stormwater infrastructure in development.

4.3 Regulation
Water utilities encounter a range of regulatory issues which affect their ability to integrate stormwater
within total water cycle management.

e Economic regulators and utilities are working on incorporating customer preferences and
willingness to pay into their decisions, however all stakeholders agree there is a significant way
to go.

e Issues of environmental regulatory neutrality whereby stormwater and wastewater are subject
to different and separate regulatory regimes, notwithstanding similar and interrelated impacts
on waterway health. This can cause a financial imbalance whereby water utilities have
responsibility to manage the environmental and public health issues arising from the unintended
interconnection of the two systems (wet weather sewage overflows). Waterway quality
modeling in some cases indicates that instead of a wastewater asset solution, better outcomes
for waterway health can be achieved through catchment management options outside the
utility’s accountability. These may target more chronic flow and diffuse source pollution
problems and have additional benefits such as amenity (See Box 6). However these lower cost
stormwater management solutions are not always encouraged by existing wastewater licensing
arrangements.

e The belief that it is difficult for non-market values to be incorporated into decisions by economic
regulators (see next section).

e Cost recovery arrangements across different agencies (see section on Funding).

These issues highlight WSAA’s broader point, that better coordination between agencies is an essential
requirement for improved stormwater management.
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4.4 Evaluation frameworks
There is a general perception that evaluation frameworks are not sufficiently robust to assess schemes
with several benefits (including non-market) across multiple stakeholders.

WSAA believes the following should be considered when evaluating options:

Identify integrated solutions that are possible. All options should be on the table, there should
not be policy bans on particular water sources.

Total community cost should be calculated.

Identify the social, environmental and economic benefits at the community scale, and where
possible quantify these benefits.

Review public and private funding arrangements proportionate to the benefits received,
including specific consideration of benefits accrued because urban growth/densification is
enabled or property values are improved.

Undertake further analysis to try and assess broader non-market benefits. Customers’ needs,
preferences and willingness to pay should be included as part of the evaluation process. Are
there other ways to fund the non-market benefits, such as grants?

Costs and benefits of all options should be evaluated with payment aligned to beneficiaries

There are several frameworks including Advanced Cost-Benefit Analysis (contained within WSAA’s Social
Environment Tool) and multi-criteria analysis that have been applied to this class of problem. However
the difficulty is in cost recovery for the non-market benefits. Utilities can only claim cost recovery for
those non-market benefits covered under their Operating Licence/Statement of Obligation, and other
agencies lack funding to go beyond the essential services. This results in business as usual being seen as
preferential. Increased customer and community engagement and incorporating willingness to pay
studies from customers could further inform valuation frameworks and regulatory submissions.
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4.5 Funding frameworks

An ongoing challenge for the water industry is funding growth infrastructure and determining the
appropriate contribution by developers, customer and the broader community. Similar challenges exist
for stormwater. The costs of delivering stormwater services particularly in Greenfield areas can be
significant, and the default solution is to repeat traditional approaches which we now know to be
ineffective in dealing with stormwater beyond simple conveyance objectives. The recent determination
of developer levies for Blacktown Council illustrates the scale of these costs (Box 7).

One of the great benefits the water industry derived from the National Competition Policy reforms of the
mid-90’s was financial self-sufficiency. This was achieved via a shift to full cost pricing; user pays tariffs
and independent economic regulation. The regulatory oversight in particular has driven robust
disciplines around whole of life asset management and forward planning.

WSAA empathises with the difficult challenge faced by its stormwater industry counterparts in relation
to funding the management of a burgeoning, and in some cases an aging asset base. WSAA considers
that there would be much to be gained by a shift to a model that would enable financial self-sufficiency
and to that end the inquiry should examine the options for this including the model adopted for all
managers, and all components, of the urban water cycle.

Stormwater funding models

To realise multiple benefits of stormwater management we need to also consider who pays, particularly
when it will benefit multiple stakeholders. This is particularly difficult when some of the benefits are not
easily monetised. There are no regulatory frameworks around on how to account for these and include
them in the options analysis. Relative to other OECD nations the range of potential funding models used
by Australian institutions is currently limited. We outline in Table 1 a handful of funding models that
have been implemented in Australia and elsewhere. We encourage the Committee to investigate the
feasibility of implementing similar approaches in Australia.
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Table 1: Potential stormwater funding models

Funding mechanism
Municipal bonds

Property based levies
and charges

Offsets and in-lieu
contributions

Reverse auctions

Tax Increment Finance
(TIF)

Property tax incentives

Description

In the United States (US), municipal bonds have been used for decades as a
mechanism to fund local government capital works and maintenance. Bonds are
issued in financial markets, and typically attract a relatively lower rate of interest
since they are backed either explicitly or implicitly by the relevant government.
The bond raises ‘up front’ finance for capital works, and is serviced either by
general rates revenue streams or revenue generated by the infrastructure that is
to be constructed.

In the US it is common practice for local and state government to seek the
approval of constituents to raise funds for particular projects via municipal bonds
(see www.landvote.org for a comprehensive database of finance measures that
have been put to the vote). At 83%, the success rate of financing for natural
infrastructure over the past 25 years has been surprisingly high.

In the US stormwater ‘utility’ fees have been in existence for over 20 years. The fee
is levied on a per property basis. Methods for calculating the fee range from a flat
charge per property to a fee determined by the estimated runoff from both
impervious and pervious surfaces on the lot.

In NSW, some councils levy a stormwater management service charge on eligible
ratepayers in the LGA receiving a stormwater management service. The income
from the charge can be spent on both capital projects and recurrent expenditure
relating to new or additional stormwater management services to eligible land.
The charge is capped at $25 per residential property, and for business properties
the lower of $25 per 350m? (or part thereof), or the cost of providing the
additional stormwater management services.

In those areas where Sydney Water also manages the trunk stormwater drainage
infrastructure, customers also pay a per property area based stormwater charge.
The charge is determined by the Independent Pricing and Regulatory Tribunal on
an efficient cost recovery basis. A discount may be granted for large properties
that have taken steps to reduce the impact of their stormwater runoff.

In Queensland and Victoria several local councils and utilities have established
offset mechanisms that developers can opt-in to in lieu of meeting stormwater
flow and quality compliance on the development site. The monies raised through
these mechanisms are pooled and used to fund stormwater projects within the
municipality/region. Economies of scale and scope mean that councils can often
deliver stormwater works at a lower cost than on-site developments, particularly
in in-fill areas. This can make the offset an attractive alternative to works on site.
In a reverse auction the seller does the bidding rather than the buyer. In the case
of stormwater management property owners bid to provide environmental
outcomes, such a reduction of stormwater flows, at the lowest cost.

TIFs are a form of municipal bonds that are popular as a funding mechanism for
investments that will benefit property owners within reasonable proximity of the
works.

See Box 8 for a detailed description.

Local governments can provide a financial incentive for property owners to
undertake stormwater management works via a reduction in property rates and
charges.
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Voluntary surcharging In the US some NGOs have had limited success in raising funds via voluntary
surcharging for works to protect ‘iconic’ environmental sites. Businesses that are in
reasonable proximity to the site offer to apply a modest and voluntary surcharge

to a customers’ bill (perhaps 1%) as a contribution to protecting the environmental
asset.

Public-private PPP are becoming more widely applied in stormwater management in the US and
partnerships (PPP) and | UK. Government franchising, a variant on PPPs involves the franchisee making no
government franchising | equity contribution to infrastructure and contracts are shorter-term. In the US this
model is the predominant type of PPP for water services

Of the potential funding mechanisms outlined in Table 1, Tax Increment Finance has been of recent
interest to policy makers in Australia. Further details on the mechanism and barriers to implementation
are outlined in Box 8.
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5. Innovation / Competition
Stormwater management and the associated interventions is presently an area of considerable

innovation. The inquiry should ensure the fundamentals that drive this innovation are protected and

enhanced. In WSAA’s view such fundamentals include:

Growing industry capability. A number of highly successful industry capacity building (ie. training)
organisations are operating in different jurisdictions and have been successful in supporting the
uptake of best practice amongst developers, councils and other agencies.

A large proportion of interventions for managing stormwater can occur on private property and
at the development or redevelopment stage. Developers and property owners should be
incentivised via the right mix of regulation and tariffs to drive this innovation.

Where possible arrangements should facilitate private sector involvement in stormwater
harvesting regimes. Such arrangements might include new entrant licensing and third party
access regimes for existing non-potable supply schemes.

Harvesting stormwater has the additional benefit (as well as several others) of waterway health
and this should be reflected in any arrangements and incentives.

Technological innovation should be encouraged to incorporate a whole of life perspective.
Otherwise there will rightfully be opposition to such innovation from those who inherit the
legacy of maintaining such assets.

Planning innovation: consideration for transferrable development rights to facilitate the location
and relocation of incompatible uses away from flood prone land, the protection of floodplain
land uses from high value uses (eg. residential facilitated by major landfill), riparian and open
space uses. Landowners’ expectations for the realised value of land is based on existing and
adjacent uses, despite land being ‘compromised’ by stormwater impacts and waterway needs.
Transferrable rights enable a shift to more appropriate usage without agencies incurring
premium land purchase costs to secure waterway and stormwater infrastructure/green
infrastructure land to manage urban stormwater and flood risk.

Contact details

WSAA welcomes the opportunity to provide a submission to the Inquiry on this matter. If there are any

details you wish to follow up on please contact:

Adam Lovell, Executive Director
Email: adam.lovell@wsaa.asn.au
Phone: 02 9221 0082
Mobile: 0417 211 319
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