INQUIRY INTO COMPETITION IN THE WATER AND WASTE WATER
SERVICES SECTOR

TERMS OF REFERENCE

[, ERIC RIPPER, Treasurer, pursuant to section 32(1) of the Economic Regulation Authority
Act 2003 (the ERA Act), request that the Economic Regulation Authority (the Authority)
undertake an inquiry into, and provide advice on possible competitive enhancements for the
delivery of water and wastewater services, with a view to making recommendations for
providing these services in the most efficient, effective and sustainable way.

Key areas of focus will include:

In

to:

enhancing the efficiency of future water source procurement (and other significant capital
investment) processes, including issues associated with current market structures and
mechanisms, such as competitive tendering models, and determining the trigger
conditions for committing to the acquisition of a new source;

opportunities for enhanced competition by introducing third party access regimes to
existing water and waste water-related infrastructure, including identifying appropriate
principles and mechanisms to implement efficient and effective regimes; and

other reforms to the water and wastewater market which may enhance competition,
including the establishment of water trading mechanisms and the benefits, costs and
issues associated with them (e.g. inter-regional trades, market dominance and water
hoarding) and arrangements for community service obligations paid by the State
Government to service providers.

conducting the inquiry and developing recommendations, the Authority is to have regard

the roles and responsibilities of participants in the industry, both Government and private
sector recognising that certain services (e.g. water transmission and distribution) have
strong natural monopoly characteristics;

approaches taken in other jurisdictions;

the costs and benefits of alternative industry structures, including transitional costs that
may be incurred in changing to a new structure;

any impacts, including service provision, operational or financial impacts, on existing
asset owners and operators; and

any impact of these reforms on the Government’s social, economic and environmental
policy objectives, including ensuring environmental and social criteria are taken into
account in market structures, tendering processes and access regimes; commitments to the
National Water Initiative and the Government’s response to 4 Blueprint for Water Reform
in Western Australia compiled by the Water Reform Implementation Commiitee,



In undertaking the inquiry, the Authority is to recognise section 26 of the Act, which requires
the Authority to have regards to:

the need to promote regulatory outcomes that are in the public interest;

the long-term interests of consumers in relation to the price, quality and reliability of
goods and services provided in relevant markets;

the need to encourage investment in relevant markets;

the legitimate business interests of investors and service providers in relevant markets;
the need to promote competitive and fair market conduct;

the need to prevent abuse of monopoly or market power; and

the need to promote transparent decision making processes that involve public
consultation.

The Authority will release an issues paper as soon as possible after receiving the reference.
The paper is to facilitate public consultation on the basis of invitations for written
submissions from industry, government and all other stakeholder groups, including the
general community.

A draft report is to be made available for further public consultation on the basis of
invitations for written submissions.

A final report is to be completed by no later than 31 March 2008.
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