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REGULATOR APPROVES 2006-
07 WATER PRICE INCREASES 

 
The Independent Competition and Regulatory Commission announced today 
it has approved new prices for water and wastewater services in the ACT to 
apply from 1 July 2006. 
 
Senior Commissioner Paul Baxter said today the price increases, to be levied 
by ACTEW Corporation (ACTEW), were in line with the current four-year tariff 
structure approved by the Commission in 2004. 
 
Mr Baxter said that under the Commission’s 2004 decision, ACTEW’s 
average revenue per customer would grow annually over the four years from 
2004 to 2008 by CPI plus 2.5 per cent for water and CPI plus 1 per cent for 
wastewater services. In addition to these annual average revenue increases, 
the Commission’s 2004 decision allowed some flexibility for unforeseen costs.  
 
“As part of the annual price reset process, the Commission released an 
information paper in February 2006 seeking community input on the 
treatment of a range of unforeseen costs incurred by ACTEW. The 
Commission has finalised the treatment of these costs, taking into account 
the submissions received on the information paper. A description of the 
treatment of these costs is available on the Commission’s Webpage.” Mr 
Baxter said. 
 
“In addition to these unforeseen costs, the Commission has approved the 
pass-through of costs associated with the drought taskforce as well as 
adjustments to tariffs due to the imposition of Stage 3 water restrictions which 
has reduced the volume of water reticulated by ACTEW and upon which the 
original tariffs were based. The Commission has also allowed the recovery of 
costs incurred by ACTEW in pumping and treating water from the Lower 
Cotter Reservoir during the height of the drought.” Mr Baxter said.    
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“In calculating 2006-07 water tariffs, the Commission and ACTEW have been 
conscious of the responsibility shown by ACT water consumers who have 
reduced their usage in response to recent water restrictions.  The 
Commission is also mindful of the impact price increases have on consumers 
in the ACT. As such, ACTEW has proposed and the Commission has agreed 
to defer the recovery of $5,621,113 until 2007-08 in order to limit price rises in 
2006-07.” Mr Baxter said. 
 
The consequence of the annual average revenue increase and recovery of 
additional costs results in the following water tariffs for 2006-07. 
 

  2005-06 2006-07 

Supply charge  $       75   $       75  
Annual Consumption Volumetric charge ($/kL) 
0 - 100 kL  $    0.58   $    0.66  
101 - 300 kL  $   1.135  $    1.29  
301 + kL  $    1.53   $    1.74  

 
The annual household supply charge for wastewater services will increase 
from $389 to $398.80.   
 
“Based on the 2006-07 tariffs for water and wastewater services, a household 
consuming 280 kilolitres will face an increase of 5.7 per cent in their total 
annual water and wastewater bill from $796 in 2005-06 to $842 in 2006-07. 
These figures include the Water Abstraction Charge levied by the ACT 
Government, currently set at 25 cents per kilolitre.” Mr Baxter said. 
 
“The Commission notes the keen public interest that surrounds water related 
issues in the ACT, as evidenced by the submissions received on the 
Commission’s recent information paper.  Based on this interest, the 
Commission intends releasing a series of discussion papers throughout 2006 
and early 2007 on the way in which prices are determined. These discussion 
papers will raise various issues related to the next price determination to take 
effect from July 2008 and seek comment from interested parties.” Mr Baxter 
said. 
 
 
STATEMENT ENDS 12/05/06 
 
For further information, please contact Paul Baxter 0418 633 396 
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Attachment: Treatment of costs 
 
In 2004, the Commission released its ‘Final report and price direction – 
Investigation into prices for water and wastewater services in the ACT’. The report 
set out a price path to apply to water and wastewater tariffs from 1 July 2004 to 30 
June 2008. Included in the report was a ‘pass through’ mechanism for costs 
unforeseen when conducting the inquiry. This ‘pass through’ mechanism allowed a 
degree of flexibility in the price path whereby unforeseen costs could be included in 
the current price path, avoiding the need to conduct a full price inquiry. This 
approach had the advantage of limiting the tariff impact in the early years of the 
price path while only allowing a tariff adjustment for costs that could be shown to be 
prudent and efficient. 
This attachment outlines the treatment of those costs unforeseen when preparing 
the current price direction but subsequently included in current tariffs. The 
information paper released by the Commission in February 2006 on the 2006-07 
annual price reset process discussed some of these issues in more detail.  
Future Water Options project 
The Commission has elected to treat the Future Water Options project costs as 
operating costs. The Commission considers this approach to be appropriate as 
costs of this nature, had they been known at time of the most recent price direction, 
would have been classified as operating costs and included in the price path. In 
addition, the Commission considers that when the project was initiated, the costs 
did not relate to a specific capital project and that it would therefore be 
inappropriate to treat the costs as capital costs. Furthermore, costs of a similar 
nature associated with the drought taskforce are treated by the Commission as 
operating costs. However, to reduce the impact of treating the Future Water 
Options project costs as operating costs, the Commission has required that the 
costs be recovered over a seven-year period. 
Augmentation works 
The Commission has determined that the costs incurred by ACTEW in undertaking 
the recent augmentation works associated with the Cotter to Googong Dam bulk 
water transfer scheme be treated as capital costs and included in the Regulated 
Asset Base from 2006-07. The Commission considers it appropriate to treat the 
costs as capital costs given the investment in infrastructure undertaken in 
completing the works. However, the Commission will conduct a review of these 
costs as part of the upcoming 2008 water and wastewater review to ensure only 
prudent and efficient costs are recovered. 
Remediation of the Lower Cotter Catchment 
The Commission investigated the costs incurred by ACTEW in undertaking certain 
remediation works in the Lower Cotter Catchment. As part of this investigation, the 
Commission received advice from the ACT Government that all of the insurance 
monies received due to losses incurred as a result of the 2003 bushfires and all 
funds collected via the Water Abstraction Charge (WAC) were already being 
expended in catchment management related projects.1 Furthermore, the costs 

 

1 The documents provided to the Commission detailing these expenditures are available on the Commission’s 
Webpage.  
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incurred by ACTEW were above and beyond what would have otherwise been 
incurred, but were designed to increase security of supply by providing a more 
rapid improvement in the catchment to facilitate abstracting water direct from the 
Cotter Dam. As such, the Commission considers that the works being undertaken 
by ACTEW are in addition to those funded either by insurance monies or via the 
WAC, and that ACTEW are therefore entitled to recover the prudent and efficient 
cost of undertaking these remediation works designed to improve water security for 
the ACT.  
The Commission has elected to consider the costs incurred by ACTEW in 
undertaking the remediation works in the Lower Cotter Catchment as capital costs 
given the period over which the works will provide a benefit. The Commission will 
conduct a review of the prudence and efficiency of these costs as part of the 2008 
price review. 
Drought Taskforce 
The Commission has approved previously the pass-through of costs associated 
with the drought taskforce as operating costs. The costs were treated as operating 
costs as the drought taskforce was in operation only for a limited time from January 
2005 to October 2005. A proportion of these costs were recovered during 2005-06 
with the remainder to be recovered during 2006-07. 
Revenue forgone due to the drought 
The Commission has approved previously the recovery of revenue forgone due to 
the impact of reduced water consumption as a result of Stage 3 water restrictions.  
The Commission has allowed this recovery as the consumption forecasts upon 
which ACTEW’s average per kilolitre tariff rate was based did not anticipate Stage 
3, or greater, water restrictions. A proportion of this revenue forgone was recovered 
during 2005-06 with the remainder to be recovered during 2006-07. 
Additional pumping and treatment costs 
The Commission has allowed the recovery of costs incurred by ACTEW in pumping 
and treating water from the Lower Cotter Reservoir during the height of the drought. 
The Commission considered these costs, incurred from December 2004 to July 
2005, to be prudent given the need for ACTEW to provide a secure water supply for 
the ACT. 
Deferral 
The Commission has agreed with ACTEW’s proposal for the deferred recovery of 
$5,621,113 in additional costs until 2007-08 in order to limit price rises in 2006-07. 
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