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Preamble 

Shortly  after  Gippsland  Resource  Group's  (GRG)  incorporation  in  2007  we  were  granted 

funding  by  CUAC  1td  to  review  Water  Plan  2.  We  were  disturbed  at  many  aspects  of  the 

plan  not  the  least  the  huge  cost  burden  placed  on  an  already  stretched  economy  in  an  area 

of  high  un-employment  and  containlng  a  large  percentage  of  consumers  on  pensions  and 

flxed  incomes.  We  were  also  concerned  lhat  the  major  users  were  being  subsidised  by  the 

ordinary  consumers.  These  sentiments  were;  expressed  at  the  very  small  number  of  public 

meetings  and  in  2008  submissions  to  the  ESC. 

Co-inclding  with  the  media  release  20:D  June  2008  *Regulator  approves  prices  for  Victohan 

Water  Cuslomers'  then  chairman  of  the  ESC  Greg  Wilson  made  the  public  pronouncement 

to  the  effed  that  he  had  been  assured  by  Gippsland  Water  that  there  was  no  crorss 

susidisation 

The  appendix  1  on  media  the  release  shows  a  comparlson  of  the  average  annual  phce 

i  ncrea  se  f  ro  m  20  07  -8  to  20  1  2-  1  3  Q/o 

ln  the  case  of  Gippsland  Water  and  the  ESC  draft  decision  was  ''reduced''  from  1  7,4%  to 

1  4.9%  as  the  ESC'S  hnal  decision  still  the  laighest  in  Victorla.  The  average  household  bill 

then  became  2007-08  $672  to  $1  152  in  201  2-13  C1  .404)  Whilst  this  amount  stated 

(Excluding  Inflation)  because  the  exact  figure  for  the  on-coming  years  was  not  known  it  is 

clear  that  an  adequate  allowance  of  12.59was  made  fof  Inflation  in  section  9.3.3  by  then 

Oirector  Regulation  -  Water,  Sean  crees  in  his  release  of  the  final  dedsion  on  the  3  July 

2008 

Our  concerns  regarding  Iarge  non  residential  users  being  subsidised  by  the  general 

customer  base  was  again  noted  in  the  final  decision. 

Durlng  dlscussions  ove;  some  months  regarding  the  cross  subsidisation  issue  and  the  cost 

allocation  of  the  larges!  infrastructu  project  undedaken  the  Gippsland  Water  Factory  we 

were  assured  that  the  expenditure  on  Water  Plan  2  would  be  reviewed  and  the  relevance  to 

Water  Plan  3  would  be  assessed.  This  has  not  occurred  and  at  the  only  meeting  with  the 
ESC  on  the  6Tb  December  2012  no  information  was  fodhcomlng. 

GRG  also  suggested  to  the  ESC  that  tthey  arrange  a  venue  in  Morwell  or  Moe.  the  most 

disadvantaged  towns  in  Latrobe  Valley  to  enable  more  people  to  attend,  this  was  ignored. 

There  were  four  people  in  attendance  f  rom  the  ESC  at  this  meeting,  including  a 

commissioner  and  a  minute  taker.  The  audience  was  not  given  any  delails  of  the  questions 
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that  the  ESC  had  asked  of  Gippsland  Water  and  GRG  was  not  allowed  access  to  the 

minutes  taken 

GRG  has  taken  on  the  task  over  the  last  four  years  to  monitor  the  tahff  rises  proposed  and 

found  early  on  that  Gippsland  Water  was  lncreasing  prices  on  a  yearly  basis  and  not  in 
accordance  with  the  ESC'S  final  decision  of  the  3'Z  July  2008.  An  excellent  repod  produced 

by  Dr  Chrlstlne  Sindt  titled  Gippsland  Water's  t-lardship  Policy  on  behalf  of  GRG  to  CUAC 

Limited  cleariy  shows  how  the  overcharges  were  Imposed  by  Gippstand  Water  in  collusion 

with  the  ESC  and  the  repod  has  been  widely  clrculated  and  acclaimed.  The  Survey  results 

were  explicit  and  indicative  of  a  community  under  pressure  but  rejected  by  Gippsland  Water 

and  the  ESC. 

With  a  faceless  board  and  project  and  capital  spending  decided  by  an  ''lntemal  Committee'' 

lt  IS  no  wonder  that  the  Gippsland  Water  community  has  no  condence  in  Gippsland  Water 

to  combine  fairness  and  equity  in  their  pricing  or  the  ESC  to  regulate  them.  As  al1  the 

expedlse  on  utllities  including  water  seems  t(7  be  in  Gippsland  rather  than  spring  st.Grg  feels 

that  gw  should  be  more  accountable  to  the  people  rather  than  their  major  stakeholder,  the 

Govemment.  their  words! 

During  the  review  since  the  early  December  meeting  with  the  ESC  we  were  able  to  obtain  a 

copy  of  the  East  Gippsland  Water  Plan  3  2C  13-2018.  It  was  a  pleasure  to  read  and 

understand  how  results  can  be  achieved  by  working  with  the  communlty. 

We  have  included  comparisons  with  East  Gippsland  Water  and  Gippsland  Water  in  our 

submission  where  appropriate.  There  appears  to  be  no  set  standard  in  the  compilation  of 

water  plans. 

-po  zs-tltlsldtuliqn..s  Sgpmi-qep-pqgqj 

During  june  meetlngs  conducted  by  Gippsland  Water  so  called  fact  sheets  were  distributed 

in  place  of  the  full  Draft  Watef  Plan  3.  This  was  decided  by  the  internal  committee  as  the 

whole  thing  was  apparently  too  technical.one  of  the  fact  sheets  was  apparently  directed  at 

GRG  item  13.  1  =  debunking  the  myths,  mh/th  onen  Residential  customers  subsidise  our 

malor  customer  this  is  not  correct! 

Despite  no  evidence  being  provided  to  prove  the  facts  GRG  does  agree  that  the  major  users 

do  in  fact  use  raw  water  sourced  mainly  from  allocations  from  blue  rock  damxour 

experlence  in  working  on  a1l  the  power  sfations  in  the  Latrobe  Valley  is  that  items  of  plant 

and  equipment  function  only  on  treated  water.  The  differentation  or  the  quantities  are  not 

communicealed  in  fact  sheet  13.  1  This  is  demeaning  to  GRG  and  misfeading  to  Gippsland  Water  customers.  Chad  9.4  Page 

1  37  of  the  2008  Draft  Water  Price  Review. 

% 
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This  shows  an  item  under  change  in  non  residential  usage  charges  an  item  under  Gippsland 

showing  a  major  client  increase  of  100.4  %  to.67  kl 

When  requestlng  details  of  major  client  usage  we  were  told  by  Glppsland  Water  on  the 

1  8/1  /10  that  they  could  not  be  disclosed  as  they  were  subject  to  ucommercial  in  Confidence 

Contractsn.  Our  experience  over  30  years  at  pulchasing  and  contract  administration 

concludes  that  the  contracts  are  in  fact  secret  as  the  commercial  in  confidence  provision 

does  not  exist  after  the  tender  period  has  concluded  The  collusion  continued  with  the  ESC 

cltlng  confidentiality  for  not  disclosing  details,.clearly  If  the  details  were  in  the  public  domain 

when  published  in  the  Draft  Water  Price  Review  of  2008  The  ESC  and  Gippsland  Water  are 

complicit  in  the  operation  of  cross  subsidisation  and  should  be  prosecuted  by  the  appropriate 

authofity 

GRG  has  requested  an  explanation  from  the  ESC  on  the  17/12/12  To  date  there  has  been 

no  response.  There  is  also  apparently  no  adherence  to  any  competltion  pollcy  as  a1I  clients 

under  contract  supposedly  pay  the  same  price. 

Executlve  Summary  -  Gippsland  Water 

Page  5  the  first  paragraph  states  in  pad  ''Gippsland  Water  is  required  to  submit  a  Water  Plan 

each  year  of  the  regufatory  penod  commenclng  July  201  3  to  June  201  8. 

GRG  dlsputes  that  there  Is  a  requirement  to  Iodge  annual  plans  without  any  consultation  with 

the  communlty.  Glppsland  Water  Plan  3  is  a  five  year  plan.  Only  unusual  circumstances 

should  decide  whether  a  one  off  annual  plan  is  Iodged  The  communily  demands  uniformity. 

qst  Glppsland  Water 

lu  Executive  Summaw  Pane  5 

''East  Gippsland  Water  is  required  to  submit  a  water  plan  to  the  essential  services 

commission  (ESC)  prior  to  the  commencement  of  a  five  year  regullory  period. 

kpch  Sport  Seweraoe  Scheme 

Fact  Sheet  7  1  states  that  the  above  requires  $323  million  from  Water  Plan  3  to  complete. 

GRG  only  found  out  from  a  newspaper  repoft  ir  the  Gippsland  Tlmes  of  the  14t''  September 

2010  that  the  previous  Government  had  approved  this  pfojed.  The  business  case  for  a 

retlculated  water  system  was  not  approved  as  it  was  deemed  *too  dear'' 

Well  GRG  considers  that  the  Loch  sport  scheme  is  not  viable  for  Gippsland  Water  customers 

because  of  a  decline  in  population  risk  factors  ta  infrastcture  and  a  Iarge  D/o  of  Installatlons 

would  be  vacant  blocks.  Tyers  in  Latrobe  city  offers  a  much  better  altematlve  at  a  more 
affordable  price.  GRG  has  wntten  to  the  water  Minister  on  the  26th  october  201  2  on  this  and 

other  issues  No  response  to  date. 
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Economic  Settinn  Paqe  6 

2'  ':  Paragraph  states  *Gippsland  Water  Tarlffs  have  nsen  by  almost  98%  duhng  the  5 

years.of  The  second  regulatory  period'  the  fact  's  that  the  tariffs  increases  were  approved  by 

the  ESC  '' 

GRG  disputes  that  the  ESC  has  approved  pnces  by  almost  98  O/o  as  the  2008  decision 

clearly  stlpulates  71  .4%  including  an  allowance  af  1  2.5%  for  inflatlon 

There  is  no  mandate  for  these  changes  and  they  should  be  refunded  As  pointed  out  by  Dr 
Chrlstine  Sindt  in  a  letter  to  the  Latrobe  Valiey  E  xpress  of  the  9!h  October  20  12  *'Fhese 

actlons  are  an  insult  to  the  intelligence  of  our  community? 

2  -  Ovefview  of  Proposed  Tariff#olms 

Durlng  the  Ilmlted  consultatlon  with  Its  customefs  Gippsland  water  sought  feedback  on  two 

optlons  for  increases  in  Water  Plan  3.  These  options  were  apparently  developed  by  the 

''lnternal  committeen  with  no  input  by  the  customers  in  its  development. 

East  Gippsjand  Water  -  Ovefview  3 

Last  Ppragqph 

''The  focus  has  been  on  engaging  with  customers  and  then  using  the  feedback  to  ensure  the 

servlce  delivered  by  Eas't  Gippsland  Water  meet  their  expedations.'  What  a  contrast  to 

Glppsland  Water.  East  Gippsland  Water  actually  involved  its  customers  in  its  decision 

ma  k  I  n  g 

East  Qlppslpn.  .W:.14r-3..2  Oyqryiwqp  of  Fptf  -P'.#.p  Prgesy-vablq  1 

includes  East  Gippsland  Water  Plan  3  journey  stading  with  community  consujtation  in 

January  2012  describing  the  requirements  for  Water  Plan  2  and  advislng  customers  what 

they  did  in  Water  Plan  2.  Not  only  were  there  consultations  in  the  major  towns  but  also 

smaller  ones  such  as  Buchan  and  Bruthen 

February  201  2  Board  Discussion 

April  20  12  Board  Consideratlon 

May  201  2  Flnal  draft  goes  public 

June  -  September  2012  Further  consuitatlon 

Obviously  East  Gippsland  Water's  approach  was  to  involve  the  customers  in  the  make  up  of 
!  the  plan.  rather  than  dlctate  llke  Glppsland  Water  does  I 

3  Customer  Impacts'  average  household  bills 
I 
! 
I 
i 
I 
I 
i 
I 
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Gippsland  Water  says  uAssuming  average  watel'  consumptlon  of  1  74k1  'pa'  The  figure  of 

174*1  p.a  is  actually  the  state  average  as  163*1  p  a  is  the  figure  published  by  the  ESC.  East 

Gippsland  Water  says  lower  demand  shows  a  u'sage  figure  of  130kI.  Cleady  Gippsland 

Water  is  maximising  the  average  use  to  increase  revenue  inslead  of  taking  measures  to 

deal  with  a  decrease  in  revenue. 

4  -  OveNiew  of  proposed  Tariff  Structures 

''Tariff  Structure  for  Water  is  a  two  part  stcture  for  wastewater  comprises  a  fixed  service 

fee''.  This  needs  to  be  reviewed  where  there  is  minimal  or  no  water  usage. 

5  -  Community  Consulation  on  Dra:  Water  Plan  3 

The  consultation  was  negligible  and  only  concentrated  on  a  draft  plan  already  drawn  up 

without  any  lnput  from  those  that  it  affected.  The  take  of  Ieave  it  approach  Is  not  appreclated 

and  effofts  at  consudtation  puny  by  comparison  to  East  Gippsland  Water.5.5.1  a  number  of 

1  5  meetlngs  were  held  across  the  region  to  gather  customer  input  for  the  dfaft  plan 

It  then  goes  on  to  describe  the  venue  dates  throughout  East  Gippsland  Water 

5  5  3  Onllne  Survey  and  Email  Feedback 

5.5  4  Advedisements  in  Local  Paper 

5.5  5  Wntten  lnvitation  to  comment 

5  5.6  East  Gippsland  Water  sent  over  500  written  invitations 

5.5.7  Customef  advocacy  group  consultatlon 

5  5  8  Being  aware  of  Customer  requlrements 

Staff  and  Board  members  were  involved  in  these  consultatlons  unlike  Gippsland  Water 

where  Board  Members  did  not  attend. 

1  2  Strategic  Direction 

Our  Mission,  Our  Values 

These  are  weasel  words  which  Gippsland  Water  has  obviously  no  intention  of  following  with 

their  current  reactionaw  culture  instead  of  community  engagement. 

Consultation  23.30 

Bare  minimum  and  the  results  inconclusive  because  they  d1d  not  engage  the  community 

Presentatlons  from  interested  groups  were  by  request  from  the  groups  concerned. 

4  3  Overvlew  of  operating  expenditure  pg  44 
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ltem  4  -  Regulatol  Licence/Fees  201  3-201  8  $2  1  8ml 

Item  5  environmental  contribution$22.38  ml 

Egw  total  licence  fees 

$0  .4  5  ml 

$5.56m1  -  Environmental  Contribution 

There  is  a  huge  discrepancy  between  what  Gippsland  Water  appears  to  pay  to  the  ESC  and 

Envlronmental  Contribution  to  that  of  East  Gippsland  Water. 

Gippsland  business  obligations  Fact  Sheel  14.  1 

Gippsland  Water  shows  that  environmentai  contbution  to  the  Victohan  Govemment  is  set 

out  in  the  Water  Industry  Act  1  994. 

East  Gippsland  Water  shows  compliance  to  the  Water  Act  1989.  GRG  has  not  read  the 

Water  Industfy  Act  1994  as  we  believe  that  its  only  metropolitan  authorities  that  are 

responsible  to  the  Water  Act  1994 

4  .6.  1  Envlronmental  Contfibution 

also  shows  the  relevant  Act  as  W1A  1  994 

This  sltuation  needs  to  be  clarified  to  ensure  that  the  above  conthbutions  have  not  been 

overpald  East  Gippsland  Water  shows  a  staffing  numbert;  charl  with  a  cost  ratio  of  47%  to  revenue. 

I  s  there  a  regional  authority  standard. 

6  4  3  Electncity  Page  38 

East  Gippsland  Water  uses  procurement  Australia  for  purchasing  power,  maybe  Gippsland 

water  could  look  at  organisations  such  as  this  tcI  reduce  costs  and  therefore  tariffs. 

Gippsland  Waler  Fact  Sheet  1  5.  1  -  Gippsland  Water  Achievements  2008-2012 

Do1  Point  2  -  States  the  final  capital  cost  is  $230  mil. 

Dot  Point  3  -  The  alliance  style  contract  requires  the  alliance  padners  to  share  some  of  the 

cost  overrun  and  shield  Gippsland  Waler  and  ittg  customers  from  additional  costs. 

The  amount  committed  in  water  Plan  2  was  174m  with  $34m1  being  allowed  by  the  previous 

mlnlster  as  a  cost  overrun  from  the  prior  estimateof  $1  40mI. 

z 
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*  Where  is  the  authofity  for  the  cost  overrun  of  $56m1  ffom  the  Water  Plan  2  estimate 

to  completion 
*'  How  have  Gippsland  Water  been  shielded  along  with  the  customers  when  the  % 

required  in  the  first  twoyears  of  Water  Plan  2  were  23%  obviously  to  covef  costs  of 

the  Gippsland  Water  Factory. 

*  Given  that  Gippsland  Water  has  admitted  that  they  have  changed  just  under  98%  for 

Water  Plan  2  when  the  ESC'S  final  discussion  ln  2008  was  71  .4  (including  an  inflation 

allowance),  where  have  the  customers  been  shieldedT 

*  Page  4  -  Introduction  and  Ovefview  of  the  2010-1  1  Gippsland  Water  Annual  Report 

Refers  to  a  significant  sum  of  $7.6m1  claim  for  asset  damage  during  the  construction 

of  the  Gippsland  Water  Factory. 

*  q  1  What  happenened  to  the  insurance  claim? 

2  -  Why  was  the  $7.6m1a  Iiability  of  Gippsland  Water  rather  than  the  builder,  the 

alliance  partner? 

Page  1  07/8  ESC  Water  Phce  Review  9  .3.3  Gippsland  Water 

2008  Flnal  Decision 

The  ESC  were  to  fully  analyse  how  costs  have  been  alloceated  between  customers  for  the 

Gippsland  Water  Factory. 

Question  1  :  Where  is  the  review,  the  final  cost  is  known? 

Question  2'  Why  shouldn't  there  be  refunds  to  the  overcharges  on  tafiffs  for  the  water 

factory? 

Qffi  ce  p-f-G#l.r 

IN  2009  the  previous  govemment  ordered  an  assessment  by  Deloitte  of  the  Gippsland  Water 

Factory.  The  current  govt.to  its  credit  had  the  assessment  completed  and  made  public  in 

201  1  The  results  were  a  damning  indictment  of  the  board  and  management  and  in 

padicular  their  slack  attitude  to  contrad  management.  lt  appears  that  the  ESC  has  not  even 

fead  this  repod  as  GRG  has.  and  gives  credence  to  Gippsland  Water  when  it  is  not 

warranted. 

The  ESC  only  seems  to  Iook  at  providing  reven  ae  for  the  inflated  programs  and  Gippsland 

Water  keeping  lhe  revenue  to  the  same  Ievel  as  Water  Plan  2  that  had  Capital  Programs  of 

some  $250m1  in  It.  This  is  not  prudent  or  efficient  spending  of  our  money 

Compliance  by  Gippsland  Water 

In  the  1  5/1  1  /2012  edition  of  the  Latrobe  Valley  Express  was  an  advertlsement  for  a 

''Commercial  Services  Project  Officerr.  This  was  one  of  many  throughout  201  2  thal 
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indicated  major  staffing  problems  at  Gippsland  Water  which  was  also  evident  in  the  Deloitte 

Assessment  of  the  Gippsland  Water  Factory. 

The  advertisement  also  indicated  major  problems  with  compliance  if  they  had  to  look  for  a 
person  to  fill  this  role  (as  attached). 

Npitaph 

GRG  has  only  commented  on  items  affectlng  the  monitoring  of  the  2008  decision  and  the 

ramificeations  for  Water  Plan  3.  As  we  have  prevlously  cealled  for  a  review  of  the  operation  of 

Gippsland  Water.  we  now  re-iterate  this  view,  Tlhe  commissioner  at  the  ESC  meeting  on  the 
61G  December  2012  said  that  he  would  look  at  the  2008  final  decision',  no  communication  has 

been  received  to  date.  Because  of  the  major  effect  water  prices  a  having  on  the  economy 

of  katrobe  City  GRG  will  not  endorse  Water  Plan  3  until  aII  ouf  queslions  are  resolved. 

(  ',e  /' t'4  l 
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Merv  Geddes 
Secretary 
Gippsland  Resource  Gfoup 


