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THE CHAIR:  This is the public hearing into the Commission’s Inquiry 
into the Enlarged Cotter Dam Water Security Project, an Inquiry that’s 
been commissioned by terms of reference issued to us by the ACT 
Government upon which we have prepared a draft report.  Copies of that 
draft report, if you do not have them, are available I think at the back on 5 
the back table - sorry, on the side table here.  Thank you.  Along with 
copies also of the Halcrow Report which was released at the same time we 
released the draft report.  It’s the Commission’s intention, once it’s 
received all final submissions which are due by the end of this week, to 
complete its review and produce a final report which will be released prior 10 
to or on 30 June this year.   
 
The purpose of today is to provide an opportunity for public presentation 
to the Commission of comments, observations on particular aspects of the 
draft report, or bring forward additional information, as appropriate.  The 15 
Commission will take the opportunity as part of the public hearing process 
to possibly raise questions or seek to clarify particular points.  It is not an 
open discussion or an open debate.  The discussion will occur between the 
Commission and those appearing before the Commission at any one 
particular time.  And for that purpose I ask that those who are just here to 20 
observe respect sort of that process. 
 
If you wish to participate in making a presentation to the Commission and 
discussing matters, or raising issues as part of that public presentation you 
have the opportunity to give your name to the secretariat on my right, and 25 
then we’ll adjust the timetable for this afternoon to allow for that to occur. 
So it’s not meant to be an exclusive list, in terms of the scheduled hearing 
that we have at the moment, but rather it’s intended that all those who 
wish to make a presentation can do so, and that the Commission will have 
the opportunity to ask questions or seek to clarify particular points as 30 
required. 
 
So, if that’s understood and everybody’s turned their mobile phones off, 
thank you very much.  Just to remind you that there is tea and coffee 
available outside.  You’re more than welcome to help yourself to that, 35 
along with some things to eat. We will have a short break after the first 
presentation while we move to the second presentation.  The process will 
be one where I will provide the opportunity, should those presenting wish, 
to let them make a public presentation to the Commission in whatever 
form they wish, and then the Commission will take the opportunity to 40 
raise questions or seek clarification on particular matters. 
 
So with that introduction having been made, let me welcome to this 
afternoon’s hearings Mr Drew Collins who is the Managing Director of 
the BDA Group.  The BDA Group made a submission to the Commission 45 
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which is available on our website, it’s there for you to see or we can 
provide hard copies if you cannot get to a website.  Happy to do that.  
Mr Collins is taking up the opportunity to make a public presentation now 
on aspects, no doubt, of his initial submission and possibly on the draft 
report.  So Mr Collins, I welcome you and invite you to present as you so 5 
wish. 
 
MR COLLINS:  Thanks very much , and thank you for the opportunity to 
present to the Commission.  Just by way of introduction, as you said, I’m 
the Managing Director of BDA Group which is an economics 10 
consultancy.  We specialise in natural resource and environmental issues, 
including water.  My personal background involved some 30 years’ 
experience in water resource economics.  For example, I’m currently 
engaged as an economic adviser to the Murray Darling Basin Authority, 
I’m a research associate with Centre for Water Economics at ANU, and 15 
previous positions I’ve held also as a senior water economic component.  
So I guess I have some background on the issues I’m going to speak to 
today. 
 
The focus of my presentation and, indeed, the submission that we made 20 
relates to the first terms of reference before the Inquiry and that is whether 
the enlarged Cotter Dam is prudent and efficient in meeting ACT water 
security standards.  So it’s this prudent and efficient issue that I’d like to 
address.  In particular, I would like to address three of your draft findings, 
that is, firstly, in relation to the use of net economic benefit test, secondly, 25 
in relation to your finding that ACTEW should have given further 
consideration to the evaluation of alternative stand-alone options.  And 
thirdly, to the conclusion that the ACTEW net economic benefit analysis 
supports the adoption of the enlarged Cotter Dam at the higher cost of 
$363 million.   30 
 
So turning to the first of those.  Net economic benefit, as flagged by the 
Commission, is really part of the broader benefit cost assessment tool 
which is really the standard test of public sector infrastructure projects and 
is a requirement of the Australian and State levels.  You have supported it 35 
as an appropriate test and I certainly support it as the appropriate test to 
assess the economic merits of such projects.  Further, ACTEW has drawn 
significantly on analysis of the net economic benefits of various water 
supply options and used the findings from that analysis as the basis for 
their recommendations to the ACT Government to progress the enlarged 40 
Cotter Dam.  And there are numerous press releases and other documents 
which I could cite which demonstrate the significance of this criteria in the 
decision-making. 
 
The work on net economic benefit analysis was undertaken by the Centre 45 
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for International Economics.  They’re a Canberra based economics 
consultancy, well respected.  I certainly believe they’re a very competent 
group and have a lot of confidence in their work.  The economic analysis 
undertaken by the CIE for ACTEW has been used to short-list and then 
evaluate a number of water supply options, and then that analysis has been 5 
updated on several occasions.  So there’s a significant history of using and 
further developing that analysis with improved information on climate, 
population and the like. 
 
I’d like to just make a couple of notes, a couple of points are significant 10 
from that analysis which I’ll return to later in my presentation.  Firstly, the 
major water supply benefit, as identified by the Centre for International 
Economics, is overcoming the cost primarily to households of water 
restrictions.  So if we don’t move to increase our water security, our water 
supply, there will be ongoing water restrictions which imposes costs on 15 
the community.  And importantly, those costs increase significantly 
throughout the stages of 1, 2, 3, 4 for reasons I’m sure everyone knows, 
but it’s really interpreting the importance of that for new water supply I 
want to make a couple of points. 
 20 
Firstly, the benefits of any new water supply augmentation also falls 
significantly with incremental supply advancement.  So the first additional 
water supply option which would lead to the elimination of stage 3 and 4 
water restrictions provides significant benefits.  Further incremental 
improvements in supply are really targeting the lower impact stage 1, 25 
stage 2.  So that idea of declining marginal benefits is of no surprise for 
those in utility industries. 
 
Secondly, in your draft report you’ve reviewed some of the CIE estimates 
and made a comment that you believe that they significantly overstate, or 30 
there’s a large probability that they significantly overstate actual costs.  
I’m not going to go into your rationale, and I certainly haven’t spent time 
on it, but I’ll accept on face value that comment.  But the implications of 
that is that the benefits of water supply augmentation are therefore less 
than estimated by the CIE, to the extent that your hypothesis holds.  So I’d 35 
just like to keep those two points in mind as we progress through the 
presentation. 
 
Okay, the second finding I’d like to speak to was that ACTEW should 
have given further consideration to the evaluation of alternative stand-40 
alone options.  Certainly with the escalation in the estimated costs from 
something like $145 million to $363 million really demands a reappraisal 
of options, whether that’s just on standard commercial grounds or on the 
basis of revelatory assessment or infrastructure assessment for government 
utilities.  There’s no question that such a 2½-fold increase really demands 45 
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going back and looking at how robust that particular option is. 
 
In your draft report you make the following statement: 
 
 “It is unclear whether a revised cost benefit assessment, that is a 5 

net economic benefit assessment, that considered alternatives as 
stand-alone options was completed by ACTEW or assessed by 
the ACT Government.” 

 
I find that statement, at best, curious.  That question really goes to the nub 10 
of the first terms of reference that you’re seeking to answer and, given the 
extent of the Inquiry, I can only presume that that question has been put 
squarely to ACTEW and the answer to that question would allow you to 
be clear on whether or not such an assessment had been done, regardless 
of what the findings were.  But I find it somewhat mysterious that you’re 15 
not even aware whether or not such analysis has been undertaken. 
 
As argued in our submission to you in November of last year, we 
commented that such analysis really had been undertaken, and again it had 
been undertaken by the Centre for International Economics in mid-2009.  20 
I’d just like to speak to their findings.  In the analysis in that report they 
updated their analysis of the enlarged Cotter Dam as a stand-alone option, 
Murrumbidgee to Googong as a stand-alone option and the contribution 
that Tantangara water transfers could make to combined options.  Because 
this analysis was undertaken before the final cost of the enlarged Cotter 25 
Dam was apparent they looked at options at $250, $350 and $400 million.  
They also conducted those analyses for two climate scenarios for a range 
of 2030 climate scenarios, from optimistic to pessimistic, and similarly for 
2070 climate scenarios.  And clearly the 2070 climate scenarios are far 
more extreme, far more severe and, by implication, the benefits of supply 30 
augmentation are much larger. 
 
Picking their analysis of an enlarged Cotter Dam at $350 million, which is 
closest or less than the current estimate of $363 million, and looking at 
their results for 2030 climate scenario they assessed the Murrumbidgee to 35 
Googong transfers as a stand-alone option to provide benefits to the ACT 
community of over half a billion dollars.  By comparison, the enlarged 
Cotter Dam as a stand-alone option would provide net benefits somewhere 
in the order of two-thirds of that.  So it was quite apparent within the 
assumptions and data used by the CIE in mid-2009 that Murrumbidgee to 40 
Googong option was far superior than the enlarged Cotter Dam.   
 
However, there is still the scope for putting together a suite of options 
which collectively can deliver greater net benefits than either does as a 
stand-alone option.  So the question then becomes what’s the benefit of 45 
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both of these options together?  But in any utility industry, electricity, 
water, whatever, you work your way up the supply curve.  You really look 
for the least cost supply option and then you look for incremental 
additions to that, and you have a look at what that does for the total cost of 
the supply.  And so the value of the Murrumbidgee to Googong transfers 5 
and the enlarged Cotter Dam is not simply the addition of those two 
numbers.  You really have to go back and have a look at the incremental 
value of the ECD and getting rid of essentially level 1 and level 2 water 
restrictions after the Murrumbidgee to Googong has done the hard work 
getting rid of level 3 and level 4. 10 
 
This is CIE’s findings, that the enlarged Cotter Dam under that scenario 
provided no net benefits.  In fact, the enlarged Cotter Dam would come at 
a cost three times the value of the water restrictions they would eliminate, 
and therefore together it reduced the net benefits to Canberra to something 15 
in the order of $280 million.  Or let me put that another way.  The net 
assessment was that the enlarged Cotter Dam as an incremental supply 
option to the superior Murrumbidgee to Googong would lead to a net 
economic loss of $241 million to the people of Canberra.  That was under 
a mean or average scenario.  As I said, they looked at a range of climate 20 
scenarios.   
 
They also present their analysis for the worst case 2030 scenario, and on 
the basis of that the enlarged Cotter Dam will perform better because 
under that worst case scenario there would otherwise be more water 25 
restrictions, but it would still lead to a net economic loss of $50 million.  
So apologies for labouring the point, but under the worst case 2030 
climate scenario the CIE who had undertaken all of the net benefit 
analysis for ACTEW said the enlarged Cotter Dam will deliver a net 
economic loss.  Not strong grounds for pursuing that option. 30 
 
Let me turn to their analysis for the 2070 climate scenario because I guess 
people might want to take a very risk adverse conservative perspective 
and want to have a look at how the options would perform against a very 
much worse circumstance.  And this is a 2070 climate forecast, assuming 35 
that it occurs from the next few years.  Under that situation again the 
benefits can be much larger because water restrictions otherwise would 
have been much more severe and it showed the Murrumbidgee to 
Googong option would deliver over $1 billion in net benefits as a 
stand-alone option.  The enlarged Cotter Dam as a stand-alone option 40 
would deliver over half a billion.  So similar relativities as before, just 
stepped up a bit because of the more severe climate prediction.  This time 
when you have a look at the cumulative impact the enlarged Cotter Dam 
as an incremental supply option to Murrumbidgee to Googong was shown 
to deliver a net economic benefit just shy of $400 million.  So under this 45 
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more pessimistic climate scenario the enlarged Cotter Dam was shown to 
provide an incremental benefit. 
 
Okay, so that means there would be value in pursuing that option if we 
wanted to be that conservative and they were our only two options, but 5 
they were not the only two options.  The Tantangara transfers is also an 
option which is currently in the mix being pursued by ACTEW.  When the 
CIE in mid-2009 looked at the contribution that Tantangara could make to 
that combination of the two previous options it showed that Tantangara, 
even though it was the last water supply options - so the other water 10 
supply options had reaped all the benefits of eliminating level 4, level 3 
and probably most of level 2 water restrictions - because of the low cost of 
Tantangara option it could provide over a billion dollars in additional net 
benefits for the people of Canberra.  So certainly it would suggest it’s a 
valuable addition to our water supply scenario. 15 
 
It does however beg the question what would happen if you re-audited the 
ECD and Tantangara.  If Tantangara is a more cost effective water supply 
option arguably it should be undertaken prior to the enlarged Cotter Dam 
and the question would be what benefit would the enlarged Cotter Dam 20 
then provide as the third incremental water supply option?  They didn’t do 
that analysis, so I can’t tell you.  Or sorry, I don’t know if they did the 
analysis, they didn’t report the analysis.   
 
My assertion is it would look something like this at best, that Tantangara 25 
would basically reap all those earlier benefits and, whilst there would be 
some minor benefits left, they would be less than the costs of the enlarged 
Cotter Dam, to the extent that the enlarged Cotter Dam would provide no 
incremental benefit.  In fact, I’d be very surprised if and when we saw the 
results it would probably suggest negative net benefits, even under a very 30 
pessimistic 2070 climate scenario.  And if you were to add on top of that 
the comments in your draft report that you believe CIE has overestimated 
the benefits, then the value to the last supply increment is somewhat less 
than shown on that figure, casting more doubt on the veracity of that as a 
supply option. 35 
 
And really the Centre for International Economics came to a similar 
conclusion.  To quote: 
 
 “In the 2070 sequence Murrumbidgee to Googong remains a 40 

robust option, superior in fact to the enlarged Cotter Dam as a 
stand-alone option.  Also under the 2070 sequences the 
incremental contribution of Tantangara to economic benefits is 
substantial, higher in fact than the benefits of the enlarged Cotter 
Dam alone.  This implies that Murrumbidgee to Googong and 45 
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Tantangara provide a robust strategy in the 2070 climate 
sequence.” 

 
That is, the enlarged Cotter Dam is to needed under the assumptions that 
they’ve looked at.  So even under a range of more severe weather patterns 5 
that aren’t forecast for some 60 years, but assuming they occur from 
something like 2013/2014 the enlarged Cotter Dam was not found to be 
justified, based on a net economic benefit test. 
 
All right, turning from purely the economics to just the water yield 10 
potential of these options, is there rationale to pursue the enlarged Cotter 
Dam purely to provide a level of service, a higher level of service?  Well, 
you note in your draft report that the suite of Murrumbidgee to Googong, 
Tantangara and enlarged Cotter Dam collectively provide a level of water 
yield which exceeds the ACT Government’s water security objective.  So 15 
even just on a yield basis, it’s questionable whether we need the ECD, the 
enlarged Cotter Dam.   
 
More importantly though, I’d argue that even if a level of water security 
beyond some equating and marginal benefits of costs is to be pursued by 20 
the government and ACTEW that you’d want to do that in the most cost 
effective way you can, and I would argue that supply expansion beyond 
Murrumbidgee to Googong and Tantangara options, as modelled by CIE, 
could be simply done by increasing the transfers from Tantangara.  The 
level of transfers in the Tantangara option have been arbitrarily 25 
constrained and there is certainly scope for increasing those options, and 
I’ll give you a quote from ACTEW which reinforces that fact: 
 
 “Modelling of the Tantangara options used a simplistic scenario 

constrained by an upper limit on pumping Tantangara water.  30 
However, over the coming decades ACTEW could access more 
water from the Tantangara dam as the population grows.”   

 
So it’s certainly in their mind sometimes in the future as Canberra gets 
bigger and we’re revisiting this issue of water supply that Tantangara 35 
provides a robust source of water, and partly because Tantangara dam 
contains something in the order of 230 gigalitres compared to the 
78 gigalitres that would be supplied by the enlarged Cotter Dam.  
Tantangara has an average annual throughput of about 300 gigalitres 
connected to the Snowy Mountain Scheme and I’d argue is the most 40 
secure water source in South East Australia and it’s on our doorstep, it’s 
upstream.   
 
So let me summarise.  The enlarged Cotter Dam, even under a worst case 
2030 scenario cannot provide an economic contribution to the ACT’s 45 
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water supply.  Similarly, under the range of more severe 2070 climate 
projections investigated the enlarged Cotter Dam again cannot provide an 
economic benefit.  From a water yield perspective incremental diversions 
from Tantangara Dam would be more cost effective that the enlarged 
Cotter Dam in meeting a higher level service.  Therefore, and contrary to 5 
one of your draft findings, I would argue that the enlarged Cotter Dam is 
neither prudent nor efficient.  And indeed, this would have been clearly 
evident in August 2009 to anyone who had access to the CIE assessment. 
 
And for that reason I’m somewhat surprised that the ACTEW Board in 10 
September of 2009 gave its approval for the construction of the enlarged 
Cotter Dam, full stop, but in addition, in making the comment that the 
enlarged Cotter Dam project delivered the best possible net economic and 
social benefits and, most of all, that the strategy developed and approved 
remain necessary in the supply options being pursued were the best ones 15 
for the ACT.  I simply cannot see how that comment can be made in light 
of the results in the CIE 2009 report.  I just simply cannot reconcile those 
two. 
 
So in conclusion, I’d like to call on the Commission when finalising your 20 
report into the Enlarged Cotter Dam Water Security Project to do three 
things.  Firstly, I’d like you to acknowledge in the report that the CIE 
2009 study exists, that it was done and it was provided to ACTEW in 
August of 2009.  I’d like you to identify why ACTEW has acted contrary 
to the findings of that report, particularly given that the net economic 25 
benefit analysis conducted by the Centre for International Economics has 
consistently been presented by ACTEW as the rationale for progressing 
with the enlarged Cotter Dam.   
 
It may be that there’s something wrong with that CIE 2009 study, but that 30 
needs to be examined and it needs to be demonstrated why.  I think just 
disregarding the final product in the suite of analysis that you very much 
supported for many years without providing any rationale, certainly 
publicly, is not appropriate.  And lastly, I’d request that you reassess the 
prudence and efficiency of the enlarged Cotter Dam in meeting the water 35 
security standards of the ACT, in light of the CIE 2009 findings.  Thank 
you. 
 
THE CHAIR:  Good, thank you very much for that presentation, 
Mr Collins, I appreciate that.  I’ve got a few questions and comments just 40 
to make on the way through.  Just to clarify one point, if I might.  You 
refer to conclusion 1.2.  I draw your attention to the fact that the wording 
of that in actual fact says that the ACT and ACTEW NEB analysis 
supports the adoption of the ECD at the high costs.  The Commission has 
not said that we agree. 45 
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MR COLLINS:  Look, I beg your pardon if I - - -  
 
THE CHAIR:  No, no, no - - -  
 5 
MR COLLINS:  I’m not trying to say you agree with it. 
 
THE CHAIR:  No. 
 
MR COLLINS:  I’m asking you to re-examine how could ACTEW have 10 
made that statement in the light of the evidence? 
 
THE CHAIR:  Yes, I accept the point.  No, I just wanted to make sure that 
we were - - -  
 15 
MR COLLINS:  Yes.  No, I - - -  
 
THE CHAIR:  - - - reading off the same page.  That’s fine.  Now, you say 
you’ve looked at this document but you haven’t gone behind, in terms of 
any of the numbers.  Did you do any work at all in this particular area?  I 20 
mean, it was one of the issues for the Commission in particular to come to 
grips with where some of the numbers that have been used by ACTEW 
through CIE and others, the way in which they calculated some of the net 
benefits.  You didn’t do any work on this at all or - - -  
 25 
MR COLLINS:  No, I’ve not been party to any of that analysis. 
 
THE CHAIR:  - - - any consideration of that.  So you’ve really relied upon 
broadly the published material that was available from - - -  
 30 
MR COLLINS:  Exactly, and the graphs I’ve presented and the results 
embodied in them are from the appendix to that report which provides in 
tabular form the specific results.  So I’m just siphoning those results that 
were in there. 
 35 
THE CHAIR:  Fair enough.  The work that you’ve undertaken over a 
period of time and one of the issues here was always questions regarding 
the ability to bring on line the Tantangara option and the sort of the 
Murrumbidgee to Googong option in time, given sort of the ability to be 
able to undertake the dam, the enlarged Cotter Dam option.  Have you got 40 
any comments or views on that from your background in working in this 
area?  I mean, it’s been presented to the Commission that in fact there was 
potential inordinate delays, in fact, and the possibility that negotiations 
could not have been successfully concluded with New South Wales or 
with other bodies outside of the ACT to achieve those options. 45 
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MR COLLINS:  Okay, well I’d like to make a comment on that. 
 
THE CHAIR:  Please yes. 
 5 
MR COLLINS:  Before I do that may I just make a point that the 
comment is really not central to the points I’m making here today because 
the points I’m making here today is that ACTEW should have been asking 
those questions, documenting the answers and presenting that.  So 
whether or not we want to decide the were problems and issues, that was 10 
the case that needed to be made and presented, and it wasn’t.  In terms of 
my comment, I believe that ACTEW’s whole process of economic 
analysis in the broader development of water supply options has been 
exemplary and I wouldn’t like people to think that my perspective is 
otherwise.   15 
 
My concern with ACTEW is really I believe somehow they lost their way 
in mid-2009 but the process is very much first class.  The issue was that 
back in 2003 to 2005 when a grand suite of options were being evaluated 
and Tantangara was one of those options we really hadn’t had the level of 20 
water right reform in Australia which was conducive to interstate trading 
in water.  And back in 2003 to 2005 it would have looked a fairly onerous 
task in being able to get through that property right maze to negotiate with 
Snowy Hydro in relation to the conversation that a diversion of their flows 
would have meant, and just everything necessary to change the operation 25 
of infrastructure not in your own jurisdiction. 
 
So I’m quite sympathetic to the issue that there were real challenges.  
Nevertheless, there are challenges in any option, and that really just goes 
to the mill.  By 2007 with the revised climate scenarios by CSIRO it 30 
became apparent to ACTEW that the enlarged Cotter Dam, because it fails 
to diversify our water supply options would not be able to provide the 
level of security that was needed, and that’s led them to this multi-pronged 
suite of options of the enlarged Cotter Dam, the Murrumbidgee to 
Googong transfers and Tantangara.  So they’ve had to expand their supply 35 
sources.  In doing so they’ve had to essentially overcome the barriers to 
that Tantangara option.   
 
They’ve already bought rights to water in Tantangara.  They stated 
mid-last year that by the end of 2009 they would have completed the 40 
commercial negotiations and arrangements to facilitate the transfer of that 
water from the Tantangara Dam through to the Murrumbidgee into the 
ACT’s water supply.  So essentially, whatever problems there were 
they’ve had to overcome it under the current suite of options.  So I don’t 
see that as being of any particular relevance.  Governments throughout 45 
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Eastern Australia are rapidly buying water rights from other users for 
improving water supply, predominantly for environmental reasons but 
some of the governments, like the Victorian Government’s doing it for 
urban water supply.  It’s no different here.   
 5 
The view about Tantangara is it’s a very large secure water resource and 
there is essentially a fairly low opportunity for costs about water in 
Broadacre irrigation downstream in the Murrumbidgee and significant 
opportunities for gaining further access to that supply over time. 
 10 
THE CHAIR:  And one of the things that you said on the way through, 
this goes back to the security issue, was that you felt that there was 
sufficient ability to be able to acquire further water from Tantangara.  One 
of the issues that we faced when we looked at this was the level of 
security of supply that sort of was provided by the various options, and it 15 
seemed on sort of what we’d seen that no one option provided the level of 
security supply that became well, ultimately was sort of mandated by the 
government, as it were, or stated as a policy objective by the government 
but initially was a bit of a rule of thumb that was being used within the 
industry, particularly back in 2007.  But you said that you were confident 20 
that additional water could be obtained via the Tantangara option. 
 
MR COLLINS:  I don’t think the reliability of the supply is the issue.  As 
I said, it’s a huge - compared to the enlarged Cotter Dam it’s a huge 
reservoir, it has an average throughput of 300 gigalitres per year, it’s 25 
essentially part of the broader Snowy Mountain Scheme, so it is far more 
secure than a third dam on, you know, a catchment that we’re already 
making good use of.  The reliability of the water is not an issue though 
ACTEW did sort of suggest that the water will be sort of use it or lose it, 
which wouldn’t be the case.  I mean, to the extent that they bought water 30 
rights, bought rights to water in that reservoir, I would think they’d only 
use it a couple of years in 10 and the other years they would sell it on a 
temporary basis to downstream irrigators, provides a revenue base for 
other activity.  So there’s a lot of flexibility in how that water could be 
used. 35 
 
So the issue is not the reliability, the issue is the ability to transfer any 
water released from the dam into the Murrumbidgee into a local storage.  
Some water could be released probably on an ongoing basis and used on 
an as needs basis, but by and large you’d want to put it into a local 40 
storage, build up your supplies for when you get into a long dry period.  
As a stand-alone option Tantangara requires all that infrastructure, the 
Murrumbidgee to Googong.  So as a stand-alone option it was never as 
attractive but once you’re committed to Murrumbidgee to Googong you’d 
piggy-back a lot of that infrastructure. 45 
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Now, ACTEW might say later on this afternoon that the infrastructure 
there hasn’t really got a capacity to increase transfers.  Well, in mid-2009 
there was no infrastructure there.  There was a decision to be made.  If 
they’d made a decision for a certain capacity well that’s their reasons but 5 
there’s no reason it couldn’t be double that capacity.  So really I don’t see 
there being any technical barriers and as I’ve gone through I think there 
are no economic barriers or other economic opportunities. 
 
THE CHAIR:  Now, in looking at the CIE material and so forth had you 10 
looked back at some of the previous material of 2008, 2005, 2007. 
 
MR COLLINS:  Yes, I had, 2005, 2007. 
 
THE CHAIR:  Yes.  Now, one of the things the Commission noticed was 15 
some of, you know, some of the differences in the numbers and estimates 
and so forth that occurred there.  Again, I asked a similar question before 
but just to make sure it’s clear here, did you take into account any of that, 
have any views in terms of - - -  
 20 
MR COLLINS:  Well, I do have views.  I think the arbitrary cap put on 
transfers from Tantangara made it look a less promising option in the 
early analysis, though the CIE did present an evaluation for the levelised 
cost of options, so putting aside the benefits, just the, what’s the supply 
cost from each?  And the supply cost from the enlarged Cotter Dam was 25 
estimated in 2007 at $3,020 per megalitre, and for Tantangara at $2,000 
per megalitre.  So from a sheer cost of supply perspective it looked pretty 
good, but it didn’t come up so good in the net economic benefit test 
because they capped the level and therefore you couldn’t really meet all 
the - overcome all the water restrictions.  But as I showed you in the quote 30 
I presented, it was somewhat of an arbitrary cap. 
 
THE CHAIR:  Yes, I understand.  In the CIE paper that just been referred 
to, and I’m not quite sure, do you have a copy of this? 
 35 
MR COLLINS:  I do. 
 
THE CHAIR:  You do?  If you go to page 9 of the CIE paper, the final 
paragraph which relates to the caveat that CIE have placed upon their 
conclusion.  One caveat was the comment that the Tantangara option 40 
provides a substantive source of benefits:   
 
 “The important sense flows from Tantangara containing a 

correlated risk, that is when flows are low and Tantangara is most 
needed there may be a reluctance on the part of particular 45 
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institutions to provide flow to the ACT.”   
 
And it goes on from there talking about the relative size of the ACT, the 
volume of water it requires and the other uses, et cetera.  Did you have 
any particular comment or thoughts on that matter? 5 
 
MR COLLINS:  Well, I did.  I mean, my first thought was that CIE had 
not presented analysis of Tantangara as a stand-alone option which would 
have been probably another three minutes’ work for them, so I found that 
quite curious.  Perhaps the reason for that lies in the answer to that 10 
analysis.  And I saw this paragraph as justification why that analysis 
wasn’t in the report.  It’s a perspective.  I don’t agree with it.  It’s 
essentially saying that when we have drier conditions essentially in the 
Cotter catchment that we’d have drier conditions more broadly along the 
Murrumbidgee, if not the Murrumbidgee and Murray systems, therefore 15 
water would be scarce, the costs of water would be high, there’d be a lot 
of calls on the available supplies.   
 
That’s all correct, but under the National Water Initiative in the property 
rights framework that’s developed if you own rights to water you have 20 
access to that water.  There’s no potential for you to be gazumped by 
some other user.  Even in this very dry period of the last decade in all the 
years irrigators have had access to some water under their high security 
water rights.  So even under the extreme period water’s never been turned 
off to irrigation users.  Now, I can’t believe that there would be legal or 25 
political reasons which would justify irrigators having access to water that 
was otherwise the rights of the ACT community.  I cannot envisage the 
circumstance where that would be the case. 
 
So yes, there would be scarcity, yes, there would be a lot of pressure for 30 
available water supplies but what we’ve found over the last decade is that 
the development of the property right structures and institutions have 
served us very well and, in fact, a lot of the impacts of the drought of the 
last 10 years have been significantly moderated by the ability for water 
users to trade water rights.  We would have lost a lot of our perennial 35 
horticulture if not the ability for them for trading water and keep those 
crops alive.  And I think an urban jurisdiction would have a similar 
capacity, and certainly the political support to do that.   
 
So I believe the water rights would be very secure.  Very secure, but also 40 
we shouldn’t think that, you know, when we’re in the middle of a drought 
the water available there is what you need.  I mean, arguably if you’re 
having access to Tantangara you’re drawing on that supplies on a year in 
year out basis and keeping your other storages such a Googong topped up.  
So had we had Tantangara in the year 2000 we probably would have had, 45 
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you know, 80 per cent storage capacity as we entered into the worst year 
in 2006.  You know, we would have got through it much easier, not 
because of the water that fell in that year but because we were keeping our 
storages topped up. 
 5 
THE CHAIR:  You said before you’re doing some work for Murray 
Darling Basin Authority. 
 
MR COLLINS:  That’s correct. 
 10 
THE CHAIR:  Are you doing some work on the National Water Plan, as 
such?  I’m just wondering whether that possible changes in the water plan 
could be regarded as creating some threat on that Tantangara high security 
water.  Whether you’ve got a view on that.  I appreciate that you - - -  
 15 
MR COLLINS:  Yes, I mean, under the Water for the Future Program the 
Australian Government is buying back water rights and those water rights 
will incur the same losses that other entitlements will suffer under the 
future basin plan.  Under the basin plan there will be a reduction in 
sustainable diversion limits which will, in turn, reduce the water available 20 
to irrigators under their established entitlements.  And so if ACT buys 
those water rights they will incur the same reductions.  But even if those 
rights are halved and the ACT then has to buy twice as many rights, you 
know, we’re talking about small volumes of water in a very large dam in a 
very large system.  I mean, the long term lower connected Murray system 25 
has had 10-12,000 gigalitre average use.  And what’s Canberra looking 
for, 40 gigalitres?  I mean, I really don’t think this is going to be the 
problem. 
 
Yes, it will influence the economics, yes, there’s potential that if we 30 
pursue the Tantangara option that we might have to go back to the market 
and top up our entitlements, but I don’t see that as any particular barrier.  
And given the economics of the scheme it would have to - you know, 
those water rights would have to increase 10-fold before you question 
your strategies. 35 
 
THE CHAIR:  And in particularly in terms of the numbers that you 
presented in your - - -  
 
MR COLLINS:  Exactly. 40 
 
THE CHAIR:  Once you take CIE. 
 
MR COLLINS:  Yes, exactly and also again to stress the point that the 
water rights that will be held by ACTEW, you know, you wouldn’t need 45 
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to exercise them every year. You’d be able to sell them on a temporary 
basis, which again mitigates some of those costs.  So it’s not just the face 
value of buying entitlements, it’ll be compensated to an extent, you can 
sell yearly allocations when you don’t need them.  Some of the analysis 
that we’ve undertaken - I’m not saying this is exactly what would be the 5 
situation for ACT but I’d like to have a look - some of the analysis we’ve 
undertaken is that there’s a counter-ciprocal demand for water by some 
users than what the urban sector would need.  So possibly the government 
could sell some water when prices are high and use it when it’s not so 
high.  Again the extent to which that possibility occurs would further 10 
mitigate the net costs of that option.  But these are really issues that need 
to be evaluated in a robust way and I haven’t seen that. 
 
THE CHAIR:  Thank you for that.  I want to ask you at this stage is there 
any further comment that you may wish to make?  I think we’re getting a 15 
copy of your slides, are we not? 
 
MR COLLINS:  I’ll leave a copy of the slides, yes. 
 
THE CHAIR:  Yes, thank you very much.  And I’m conscious of the 20 
points that you had in your conclusion that need to be looked at, so thank 
you for that.  Is there any further point that you’d like to make at this 
time? 
 
MR COLLINS:  I would just conclude by saying again that I have a lot of 25 
respect for ACTEW, so I’m not trying to suggest otherwise and for the 
process of the Commission.  The terms of reference which I’ve spoken to 
about the prudence of the strategy is more an issue of there being a 
transparent analysis and presentation of the facts.  And if the enlarged 
Cotter Dam turns out to be the right option, well that’s great because 30 
they’re building it now so that would have worked out fine.  But we really 
just need that work to be done and to be openly present and available too. 
 
THE CHAIR:  All right.  Look, thank you very, very much for that.  I 
greatly appreciate your presentation and the comments you’ve provided.  35 
We’re going to take a 5 minutes or so break before we resume with the 
next presentation, so thank you. 
 
 
ADJOURNED [1.46 pm] 40 
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RESUMED [1.59 pm] 
 
 
THE CHAIR:  Well, if I could just welcome you back to this public 
hearing on the Enlarged Cotter Dam Water Security Project.  We have 5 
appearing before us now Mr Mark Sullivan from ACTEW Corporation.  
Mr Sullivan, I welcome you and your team and would ask that if you wish 
to say something at this particular stage that you take the opportunity to do 
so.  We’ll take the opportunity to ask questions and discuss as appropriate 
on particular matters.  Again just reminding folk who came in late there 10 
are copies of the report across to my right on the side table, and of course 
you’re more than welcome to help yourself to the tea and coffee outside, 
and you can bring it in I think actually and drink it here which would be 
nice.  But again welcome, Mr Sullivan, and I’ll pass over to you and if 
you wouldn’t mind just introducing yourself as speaker, speaking for the 15 
purposes of the record. 
 
MR SULLIVAN:  Thank you, may name is Mark Sullivan, I’m the 
Managing Director of the ACTEW Corporation, and I’ll try and be 
reasonably brief.  We would like to thank the Commission for the 20 
opportunity to participate in today’s public hearings and we’ll be lodging 
a submission on the draft report in the next couple of days.  I’d also like to 
take this opportunity to publicly thank the Commission for the way it has 
worked through a range of complex issues around enlarged Cotter Dam.  
The Commission has given ACTEW the opportunity to discuss, and 25 
sometimes debate, issues as it seeks to determine its own position.  In 
return, I hope our desire to co-operate with and contribute to the value of 
the reference through the provision of material and access to the key 
people is evident. 
 30 
I just really want to talk about three issues which go I think to the heart of 
the reference.  The first of these is the policy framework.  The water 
policy framework in the ACT over the last five or so years I believe has 
been very inclusive.  Some would think it was ACTEW entirely who 
provided policy advice to government on water.  It is not.  But it is also 35 
extremely encouraging that the water utility is incorporated in terms of the 
provision of advice to government.  But that other Ministers, or Ministers 
of State, Departments of State, statutory authorities and, in respect of the 
enlarged Cotter Dam in particular, a very concerted program of public 
engagement have all added to the policy picture. 40 
 
It is broad, it is not about a dam.  The broad policy framework has been 
around issues such as demand management, our role in the basin, the cap 
we live with under, recovering from bushfire, the environmental issues, 
including river flows, an economics based assessment.  2006 was I think 45 
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the watershed year in development of policy.  Before 2006 we’d seen a 
policy built around the augmentation of existing assets, the building of 
new water treatment assets particularly at Mount Stromlo, the greater 
utilisation of the Murrumbidgee River as a direct source of water for 
treatment plants.  It was in the 2005 advice of course where ACTEW, 5 
amongst others, advised the government that there was not at this time a 
need for a new dam.  A piece of advice that possibly, when you see him 
criticised severely for it, the Chief Minister may wish we hadn’t given 
because I still think the statement that wouldn’t it be wonderful if we 
didn’t have a dam for 20 years was a true statement, it’d be a wonderful 10 
statement. 
 
2006 saw the worst year of the worst drought in recorded history and 
shortly afterwards saw the release of the CSIRO climate change models, 
particularly those around 2030 and 2070, and that saw a new energy into 15 
the policy advice and certainly some new direction into the policy advice.  
Basically, government was advised that it needed a suite of water security 
measures.  It needed to have redundancy, it needed diversity in supply, it 
needed to test and use traditional sources of water catchment, it needed to 
test and use the non-traditional sources of water and it certainly had to 20 
continue better utilising the river as a source of water.   
 
At the same time we’d seen the development of the National Water 
Commission and certainly the policy framework needed to be in line with 
where the National Water Commission was taking Commonwealth 25 
Government policy.  That is I think the policy framework.  It was around 
diversity.  It was about security.  It was about an uncertain climate future, 
and I think that all the time passing has shown us that that climate change 
future is one that is more and more uncertain, which makes 
decision-making, in terms of water infrastructure and water security, that 30 
much harder. 
 
The second issue I just want to briefly talk about are the price issues.  
Halcrow and the draft report to the Commissioner encouraging their views 
on the commercial approach taken to the dam, in terms of the decision to 35 
alliance, the procurement processes done subsequent to the decision on 
alliance, the engineering risk and those commercial issues like margins in 
both reports receive general endorsement.  It gives confidence that 
building the dam that we do have certainty and we should have a high 
level of assurance that the dam will be built for the price that is now 40 
quoted.  It’s reassuring for me at least, in terms of being willing to accept 
an accountability for that price. 
 
At the same time I think the $145 million sits there like a sore thumb.  The 
report’s commentary is short and accurate.  I think we should remember 45 
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that for what it was used for, the $145 million was good and accurate.  To 
use it as a comparator between projects I think was valid and was the way 
to go.  For what it became it was never suited, and that’s now clear.  It did 
pass the scrutiny of many and ACTEW must and does accept some of the 
accountability for the failing around the $145 million and its use.  I’m 5 
convinced there was nothing malicious, nothing deliberate occurred, but 
the fact it occurred is significant.  From our viewpoint we have revised our 
processes for developing preliminary cost estimates and, most 
importantly, ensuring they are used purely for purpose.  The report 
comments on, and we accept, the pressure is now on ACTEW to ensure 10 
that it successfully commercially manages the project.  To date we are on 
schedule, we are on budget, we have a safety conscious environment and a 
quality product.  So I think we are to date passing that test. 
 
Finally, some comment on the economic benefit discussions.  First and 15 
foremost, I must say that decisions on water security, I would hope 
decisions on any infrastructure project, are not the result of pressing a 
button a computer and saying this is whether it’s positive or negative, this 
is whether you do it or not.  At the same time I think the use of economic 
benefit analysis is a positive force in water infrastructure.  It’s pathfinding 20 
and it’s difficult.  Our approach has been consistent, and that is that we 
use good external professional assistance and we insist that that work is 
subject to robust peer review. 
 
It’s also a journey.  Just as the cost side of the equation changes, so do the 25 
benefit variables and the other moving parts such as climate assumptions, 
population and cost or restrictions.  At all times our analysis has focused 
on a suite of projects, in line with the policy desire of government.  Within 
that suite of projects we have always analysed the components and have 
provided that component analysis to those who have sought to understand 30 
the project.  The suite has always remained positive.  The elements have 
remained positive.  As the price of the dam increased it’s economic 
benefit decreased, and certainly if you adopted unrealistically positive 
climate predictions, the dam could go negative.  But the suite was always 
very positive regardless. 35 
 
The Commission, while positive about the use of EID analysis clearly 
holds reservations about the application of our methodology.  We 
appreciate this and have suggested ways forward to improve the 
Commission’s acceptance of our analysis.  Like much pioneering work it 40 
can always be improved, ensuring rigour in its development and review is 
our key goal as we go forward.  That really is all I want to open with and 
it is really to say that Cotter Dam comes out of a policy framework which 
I think is a strong and deliberate policy framework.   
 45 
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Today the cost of that dam is estimated to be $363 million as a total 
project cost.  Only one decision was every taken to build the Cotter Dam 
and that decision was taken in late-August 2009 in full knowledge of the 
$363 million price tag.  No decision to build a dam was ever taken on the 
basis of a $145 million estimate of cost, whatever that estimate might have 5 
been.  In making the decision to build the dam at a cost of £363 million 
the Board who was engaged in the making of that decision took into 
account many things.  One certainly was the net economic benefit analysis 
that had been conducted for us by CIE and reviewed by people such as 
Professor Bennett from the ANU.  The net economic benefit analysis was 10 
important. 
 
Many, many other factors however went into their decision to build the 
dam.  One was the productive nature of the catchment that the new Cotter 
Dam would utilise.  The fact that against historically low inflows and 15 
rainfall events that catchment had outperformed any other catchment 
leading into the ACT.  (2) The project was within the ACT jurisdiction 
and involved no private landholdings, therefore we knew that we had 
environmental hurdles to overcome with the ACT Government and with 
the Commonwealth Government but that, other than that, the jurisdiction 20 
was purely ACT and the confidence levels in us being able to implement 
the dam were high, despite a poor record of dams being approved in this 
country.  Now, I think that’s proven to be accurate, in that the Cotter Dam 
is the only water security project of the suite that currently is progressing.  
It is in implementation and it is well into implementation.   25 
 
We are strong supporters of the Murrumbidgee to Googong transfer.  As a 
proponent of course we’re strong supporters of it.  It involves a pipeline in 
the Murrumbidgee River and it involves transfer of water from the 
Murrumbidgee River when sufficient flows exist in the river to Googong 30 
Reservoir via a pipeline, and then via Burra Creek into the reservoir.  That 
project remains conditional upon four jurisdictions finally agreeing its 
advancement.  So far we’ve had approvals from the New South Wales 
government in respect of environmental issues.  We have had the ACT 
Government not require a panel assessment of the environmental 35 
conditions, that is equivalent of an approval on the environmental issues.  
We’ve seen the National Capital Authority approve some roadworks at the 
intersection of Monaro Highway and Angle Crossing Road.   
 
We have yet to see construction authority through New South Wales.  We 40 
are yet to see a development application through the ACT.  We are yet to 
progress to finality a public environmental review by the Commonwealth 
and we are yet to satisfy Palerang Council in respect of a number of issues 
which the council has jurisdiction about.  My confidence is that we will 
see all those things approved.  We’ve already seen delay in the project and 45 
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certainly it was one thing keen in the Board’s eye was that a project which 
went across four jurisdictions and also required the acquisition of 
easements across private land had its own risks and qualifications.   
 
Tantangara is novel for the ACT.  It’s reasonably novel for urban centres, 5 
in terms of purchasing water from irrigators for urban use.  We are blessed 
in a way that Tantangara is where it is.  At the same time, to progress the 
Tantangara option we needed a number of things to happen.  
(1) Murrumbidgee to Googong needed to be approved and implemented.  
The capture of Tantangara water other than through the Murrumbidgee to 10 
Googong transfer is possible but difficult, and certainly probably volume 
limited.  We needed to have in place an intergovernmental agreement 
between the ACT and New South Wales because we are talking about 
regulated waterways in New South Wales and taking water from those 
regulated waters.  That is a government to government agreement which 15 
has not yet concluded.  We have no problem, in terms of the pace or the 
confidence in it being approved but it is not there.   
 
And thirdly, there are commercial negotiations with Snowy Hydro.  Those 
negotiations are difficult and complex.  The opportunity cost for Snowy 20 
Hydro is not in lost irrigation to pasture, it is in lost generation capacity 
and the stakes are quite high in respect of that negotiation.  Again we’re 
confident but again we’re dealing with multiple jurisdictions.  We are yet 
to find out whether we face further Commonwealth activity in respect of 
the environmental reviews around our Tantangara release and we are 25 
certainly yet to work through how we’ll operate the Tantangara system if 
available, and they will be dependent very heavily on the outcome of the 
Snowy Hydro negotiations. 
 
I hold each of those projects to my heart equally as the other and I must 30 
say in my time at ACTEW I’ve never seen the Board nor government nor 
ACTEW really look at water security other than as a suite of projects, but 
with the enlarged Cotter Dam somewhere near the heart of it.  It was a 
prerequisite if we’d gone down the path of water purification, in that it 
would be the only reservoir we could have stored such water prior to 35 
release into the Canberra water system.  It still I think remains the most 
risk conscious solution open to us in the face of what is a very, very 
uncertain climate change future. 
 
The three projects I believe do bring a level of security of water to the 40 
ACT that the ACT community expects.  I think when we finalise and see 
what the commercial and environmental restrictions in respect of both 
Tantangara and Murrumbidgee to Googong transfer are that we will see 
that the net dividend in many respects of our water security projects will 
see us meet the interest of government in ensuring that restrictions are in 45 
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place no greater than one time in 20.  I make this point because that is an 
important consequence to government.  Government is interested in it, the 
community are interested in it.  It doesn’t drive the policy but certainly is 
a consequence of great interest to people.  Thanks for the opportunity of 
saying a few words and hopefully opening up for some questions. 5 
 
THE CHAIR:  Good, thank you.  Thank you very, very much for that.  If 
we could try and use your framework to ask some questions and just 
clarify a couple of points, if I might.  Under your heading of “Policy 
Framework” you’ve touched upon the diversity in supply and you’ve 10 
picked that up a little bit more in these final remarks and highlighted some 
of the issues that still surround the completion of the Murrumbidgee to 
Googong transfer and also the Tantangara option.   
 
In the work that had been done for you by the CIE, indeed by I expect sort 15 
of by yourself but certainly by the CIE, some of the issues to do with the 
reliability or the possibility of getting access to that water surely would 
have been taken into account in some of the calculations that were done 
on the likelihood of restrictions being in existence, in other words, coming 
up to some of the costs, the net costs or the economic benefits, if you like, 20 
of not having those restrictions.  So surely in some of that work you would 
have addressed this issue of the diversity of supply and the ability to 
actually bring into being the supply options that we’ve just talked about.  
Would that not be the case? 
 25 
MR SULLIVAN:  Yes.  Look, certainly there was knowledge.  Our 
knowledge at the time was what we would assume would happen and 
certainly diversity of supply for us is basically that we have catchments 
and dams on the mountainside with a capacity to treat water.  We’d 
learned from experience that that was a very vital capacity after the 30 
bushfires and that we utilise as well as we could Googong reservoir 
which, as a reservoir in either terms of drought or climate change, had not 
been performing as it had historically.  Historically it had basically been 
consistently filled with rain from the east, generally storm surge type rain, 
and had never really received that much rain coming from the west.  The 35 
rain from the east had stopped and the reservoir itself was nowhere near as 
good a provider of water as it was before.   
 
We had assumptions in respect of Murrumbidgee to Googong transfer 
which were around the fact that of river flows, historical river flows and 40 
river flows that had been subject to some analysis in respect of climate 
change, and that led us to a view as to how much water we could likely 
take from the river across to Googong via the transfer mechanism.  I think 
that did develop to a capacity of that pipeline issue and the hydrology 
issues behind that, that Leigh should be able to talk about far better than I.  45 
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But basically, we’re building a transfer which if you operate it 24 hours a 
day 7 days a week it has the capacity to transfer about 36½ gigalitres of 
water in a year.  We know we will never be able to operate it 24 hours a 
day 7 days a week.  To go beyond that capacity we probably would have 
dismiss Burra Creek as a transfer mechanism and we’d then be talking at 5 
larger infrastructure with pipelines going all the way to Googong Dam.   
 
It is probably through the development of the Environmental Impact 
Statements for both New South Wales and the ACT, and then later with 
the Commonwealth that we have now even a greater understanding, in 10 
terms of the adaptive management regimes that we’ll have to put in place 
for the transfer.  And now we have the Commonwealth making a decision 
earlier this year to conduct a public environment review, a review they’re 
absolutely entitled to undertake, but a review that in terms of legislation 
we recommended against them undertaking, clearly now putting forward a 15 
view which may change our understanding of the required flows of water 
in the Murrumbidgee river which may be subject to transfer.  
 
So I think when you start engaging with jurisdictions you will move 
somewhat from the assumptions which may go into your net economic 20 
benefit analysis.  The same as Tantangara.  I mean, in Tantangara we had 
a view which was probably similar to some of the views expressed in 
submissions and to the Commission that here was a very large dam.  
Surely our capacity to utilise it would be limited only by our capacity to 
buy water entitlements.  You can buy water entitlements.  The price 25 
fluctuates but you can buy them, and we’ve clearly demonstrated that by 
buying water entitlements.  You again, however, face an issue in respect 
of Snowy Hydro.   
 
Our water is not their business really.  Our water is a minute part of their 30 
business which I think will probably go into the social contributions side 
of their annual report, rather than a commercial dealing side of their 
annual report, but it has commercial implications.  And certainly the more 
we understand those commercial implications the more we have to 
respond to those commercial implications.  It is going to again affect the 35 
way we operate.  As I say, the cost of lost generation capacity is a high 
cost and they’re expecting to be compensated for it, and we will probably 
come to agreement as to how that should be compensated for. 
 
Tantangara is not a large holding dam, it is basically a transfer dam and 40 
therefore our water levels have to be taken from the permanent water 
levels of Tantangara, not the water that travels down to Eucumbene 
through the channel to Eucumbene.  And while New South Wales has 
overused released water down the upper Murrumbidgee as environmental 
flows has already been again heralded to us that we will be subject to at 45 
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least the interest of the Commonwealth, in terms of what environmental 
impact such a release of water will have. 
 
So I think yes, we have knowledge and yes, that knowledge was 
incorporated as much as possible into policy development and as much as 5 
possible into economic analysis, but I think it has been the experience of 
the development of these processes, particularly through environmental 
impact and commercial arrangements that we’re seeing a slightly different 
picture emerge.  That would also have been understood at the time that the 
picture that would emerge would probably be different to the one that you 10 
would assume. 
 
MR CROCKER:  Just to reinforce the idea.  I’m Leigh Crocker, I’m 
Manager of Water Services for ACTEW.  I’d just like to reinforce what 
Mark said, and the hydrology is more or less certain for Tantangara 15 
transfer than it is for any of the other projects.  However, all the issues in 
the net economic benefit analysis about the trading of water and another 
example, the environment, the costs of monitoring programs is enormous 
cost to monitoring programs for both M to GN and the Tantangara transfer 
that till we start to get the approvals and the conditional approvals you 20 
don’t really know.  So it’s hard to get all them into an NEB analysis in the 
first instance. 
 
THE CHAIR:  You indicated earlier on that the decision that was made,  
and bearing in mind we had this policy exercise going on dating back now 25 
a number of years, and which informed, if you like, the sort of the work 
that was undertaken.  The process, one of the options that was being 
looked at of course was the treatment works, re-use of water from the 
treatment works at Molonglo and I think you said words to the effect that 
we would have needed to build the dam if that option had been taken.  To 30 
what extent did that drive the discussion and thinking that was occurring 
in ACTEW at the time back in 2005/2007? 
 
MR SULLIVAN:  I don’t think it drove the discussion much at all.  I 
mean, what government had asked us to do was to design a demonstration 35 
water purification plant.  It basically sought to establish through building 
such a plant, I think its major aim was to build community confidence in 
the use of purified water from effluent.  And nowhere in that development 
were we asked to plan to completion the incorporation of any such 
purified water into the potable water system.  What I was saying earlier 40 
was that if we had had to consider that we would have had the additional 
task of taking the purified water from whatever point we were purifying it 
to a reservoir somewhere. 
 
I mean, if use of purified water is regarded as bleeding edge, putting 45 
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purified water directly and immediately into water supply is something 
which I think there’s some work going on in the United States on, but very 
few other places.  And so therefore a general strategy, be it in Singapore 
or other places, being to store such purified water in a reservoir, see it 
blended with traditional water and then utilised.  That would have required 5 
- that would require the lifting of that water a significant distance and 
Cotter would have probably been the only economically viable place to 
place that water.  But certainly in terms of the discussion around the suites 
of projects, and in terms of the government’s decision to proceed first with 
Cotter while we examine the other, it was not at all figured into that 10 
decision. 
 
THE CHAIR:  Continuing on, as it were, the policy benefit, it comes over 
into the price, I guess, issue and you’ve commented briefly upon the 
Commission’s comments and Halcrow’s comments on the issue of the 15 
cost of building the dam and the like.  Leaving those aside for the 
moment, the issue of the 145, you said I think words to the effect that it 
was appropriate to use as a comparator but what it became later on was 
particularly not helpful and then you were acknowledging the fact there 
were some difficulties there.   20 
 
But the time that was used and, indeed, the use of it in the 2007 and the 
material ultimately here was defected to the Commission later that year, 
the 145 with the provision of, you know, 30 per cent sort of additional 
costs and so forth, actually seemed to become sort of something upon 25 
which decisions were taken.  I was surprised that you said that no 
decisions were taken at that time. 
 
MR SULLIVAN:  No, I think what I meant to say, if I didn’t say it, was 
that the use of the 145, and the 145 was a price or was an estimate that 30 
was used as comparative purposes and was certainly the estimate that saw 
government determine in principle to proceed with the Cotter Dam, but 
that it was on the basis not as this is what it’ll cost to build, but against the 
analysis done this is that cost, which I’d regard more now as an 
engineering estimate than a costs estimate, against a whole range of other 35 
projects, including other dams and other projects that were held in mind at 
that time in the policy discussion. 
 
I think the price that would have been used against any of the other 
projects had the same benefits and the same issues with it, if they had ever 40 
developed into this is what you can build something for.  Now, this to me, 
Commissioner, is one thing that, you know, it is very difficult to 
understand and it is very difficult to comprehend.  I have no doubt that the 
$145 million was regarded by many in ACTEW - and I haven’t found 
someone who it wasn’t - really as that this is the price estimate.  This dam 45 
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is going to cost us $145 million.   
 
And it probably wasn’t until the Deloittes report that we commissioned 
and then I think supported through the Halcrow report that you yourself 
commissioned, which so objectively pulled apart what was flawed in the 5 
145 and what was missing in the 145 in a way that, as I say, it makes it 
quite difficult to understand how anyone could have thought the 145 was a 
price.  But the 145 did seem to survive with this illusion of price against it 
within ACTEW, within many government departments throughout advice 
to government, within government, and then in certainly in some scrutiny.  10 
Whether it was an issue of mutation or whether it was an issue of it 
escaped them as well I’m not sure. 
 
But the real thing was that the 145 was not used in the end decision to 
make a decision to build the dam.  The end decision to build the dam was 15 
made by the Board with full knowledge that it was facing a $363 million 
price tag for that project. 
 
THE CHAIR:  When you came to make that decision in 2009 there was a 
lengthy process to be undertaken in, first of all, bringing together the 20 
actual cost of building the dam, and again without wanting to go across 
that I think from the beginning the Commission’s been reasonably 
comfortable with the process and so forth, and no one else has raised that 
as an issue.  And so at this stage of the game the Commission’s not 
seeking to re-look at that issue, as such, from what we said in our draft 25 
report.   
 
But the matter that did change, and you touched upon this on your way 
through under “Economic Benefits” was in fact the economic outcome 
and, in fact, I think you said words to the effect that it’s just not a 30 
mechanical exercise in terms of pressing a button or pulling a handle, or 
whatever the word was, but just as costs changed, so some of the benefits 
of other things changed in that calculation.  Indeed, there was various 
reports produced by CIE, the most recent one being the 2009 report which 
was referred to by a previous witness earlier today, and in that report the 35 
CIE report seems to be sort of coming out and suggesting that on net 
economic benefit at least, that the dam wasn’t necessarily the first 
preference, in terms of meeting the requirements that you are seeking to 
meet.  Do you have any particular comments upon that? 
 40 
MR SULLIVAN:  Yes.  I mean, I think it’s important.  I mean, we 
continue to commission CIE advice, particularly in the lead-up to the 
decision of the Board to build the dam.  And certainly in the assessment of 
CIE the dam, in terms of its rankings amongst projects, changed as the 
price of the dam went up.  The suite of projects always remained positive.  45 
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The dam under many sets of assumptions in itself remained positive, but I 
have no problem in saying that, in terms of the dam’s ranking, in terms of 
net economic benefit, it changed as the dam price went up and other prices 
did not. 
 5 
And certainly the Board in its decision to proceed with the dam were 
(1) wanting reassurance that the dam did not dramatically hold down net 
economic benefit of the suite of projects in itself, against reasonable 
assumptions continued to hold a net positive economic value in itself.  As 
I’ve said, it took account a whole range of other issues, in terms of 10 
progressing with the dam, including the fact that the dam was close to 
implementable state, in that the alliance was at work.  Construction 
methodology was advanced, design itself was advanced at that time 
beyond the 30 per cent point, that the jurisdiction issue gave it confidence, 
in terms of its delivery, and that it was one of three important modules, 15 
i.e. in terms of the delivery award security to the ACT. 
 
So yes, the commissioning of the work was to assist that decision-making.  
The 2009 assessment certainly did change the rankings of projects, in 
terms of whether its cost of water per megalitre released or the net 20 
economic benefit against the cost of water restrictions.  And the Board 
saw the CIE advice of 2009 as reassuring enough to proceed with the dam.  
Of course we concentrate on the average net economic benefit and I think 
as in terms of discussions we’ve had with you and your people that that 
average hides a range of outcomes from a very, very positive outcome to a 25 
less or even possibly negative outcome. 
 
THE CHAIR:  The fact the Board at that stage made a decision upon a 
number of factors, and you said something earlier on and you just touched 
upon a few again here now.  Does that confirm the fact that - and I just 30 
want to make sure this is quite clear because the Commission’s given a 
good deal of attention to the issue of the basis upon which the decision 
was taken - that confirms the fact that sort of the Board didn’t necessarily, 
or it wasn’t necessarily fully reliant upon the NEB because the rankings 
had changed.  But in fact, looked at these other factors and made an 35 
assessment, a risk assessment I think you would term it, if I can - - -  
 
MR SULLIVAN:  Yes, that’s accurate. 
 
THE CHAIR:  That this was far more likely to deliver an outcome than 40 
the other options. 
 
MR SULLIVAN:  Look, I think certainly so.  I think (1) the Board was 
cognisant of the fact that climate change predictions were very difficult 
for it and anyone to grasp fully.  CSIRO had really had and continue to 45 
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make a wonderful contribution to trying to understand climate change in 
its analysis of 2030/2070 climate change predictions.  We had a Board of 
course considering a dam where the prior 14 years in the ACT had 
averaged, in terms of in-flows, worse than the CSIRO’s 2030 climate 
change predictions.   5 
 
So it’s basically already saying but we have reality of a decade or more 
where we’ve gone beyond what they’re saying this may take us, in terms 
of 2030.  Was it drought related? Was it climate change related?  A 
difficult question for a Board after a decade to address where the 2070 10 
climate change predictions were looking more like the norm, but which 
the Board had real concerns that if we had repeats of 2006 we’d be in a 
worse case than even those.  And if we saw a repeat of the previous 6 to 
8 years average in-flows to the ACT we’d be looking at no worse than 
those. 15 
 
So I think it’s fair to say that the Board had a view that it needed to be 
assured of delivery and it needed to be properly averse to risk of climate 
change, while understanding how difficult that was.  I mean, it is likely 
that as we go forward in respect of understanding climate change we’re 20 
going to see national institutions basically tell water security utilities to 
ignore the hundreds and hundreds of years of averages and materials that 
we have built up as the basis of our policy decision-making.  It is quite 
likely we’ll be going to be told ignore it all.  That we’re now into, I think 
the new term is “scenario planning” in respect of trying to guess what’s 25 
going to happen.   
 
It may mean that those who are more pragmatic in respect of water 
security solutions will look for the short and flexible use solution more 
than they’ll look for, if you like, traditional long term solutions like dams.  30 
If Tantangara proved to be as infinitely flexible as some would like it to be 
it would probably be a very good prime answer.  I don’t think it is as 
infinitely flexible, but it’s certainly there.   
 
So I do think that the Board and I would never dismiss, for instance - I 35 
mean, if we were sitting before you today I would not dismiss the 
possibility of the Board having approved the Cotter Dam at a negative net 
economic benefit.  I think they would have regarded that negative benefit 
as the premium required to get through the risk it faced.  Now, it didn’t do 
that.  It knew it was not the most attractive, it knew it was getting lower, 40 
but it felt it was a very solid decision, regardless. 
 
Now, in saying that, Paul, I don’t want to say that, as I say, the thrust of 
our assessment processes were around the economic benefit.  I mean, it 
guided and it was the principal guider.  But in the end I think it was hoped 45 
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that that would provide a baseline to the Board for which it then was 
charged to basically look at all of he other issues that could be put to it 
before it made a decision. 
 
THE CHAIR:  Without wanting to, as it were, look into the future, in 5 
terms of future projects, although it’ll be a matter that obviously the 
Commission’s going to have to address at some stage with ACTEW, I 
suspect, particularly in terms of scenario planning, but where you have a 
situation the Board may have accepted a negative NEB outcome how 
should the Commission consider the issue of whether or not the 10 
investment was in fact prudent?  Given the process that now is being 
revealed. 
 
MR SULLIVAN:  I think the Commission at one level needs to put itself 
in the place of the Board and say what was your decision-making 15 
processes?  What did you take account of?  What did you ignore?  And I 
think prudence in those terms is very much, was this a decision that a 
reasonable group of people encharged with such a decision could make?  
Is as close to what I think would be then a prudent decision to make.  That 
would open the possibility that several different decisions could have been 20 
made by several different groups of reasonable people, all of which were 
reasonable decisions. 
 
THE CHAIR:  The end result then becomes problematically for sort of the 
Commission from the point of view that - on the basis of the CIE material 25 
and without wanting to debate for the moment the various assumptions or 
go into that, we talk about that elsewhere - it’s clear that the Cotter Dam 
expansion enhancement would not necessarily have come out on top, 
based upon the latest.  But we’re now to sort of, you know, take into 
account a range of other factors which are in the mind of the Board.  And 30 
the ones you’ve touched upon in particular have been issues to do with the 
ability to be able to get the projects under way, the control which the ACT 
jurisdiction has over the sort of the projects themselves, and to what extent 
some may run into problems from other jurisdictions or other parties.   
 35 
We now have a situation where the dam is being built, as it were.  There’s 
been progress on the sort of the Murrumbidgee to Googong, and me good 
progress and you’re on the record of - and quite rightly so - stating sort of, 
you know, we’ve cleared this hurdle and we’ve cleared that hurdle, which 
is great.  Clearly ACTEW has bought water to hold in Tantangara, 40 
notwithstanding some of the matters yet to be fully negotiated, but there’s 
a clear process under way there.  It’s not clear to me altogether which one 
of these is going to first deliver sort of the level of water security that 
NEB and indeed the government places such high regard upon, in terms of 
securing one in 20 year temporary water restrictions?  Can you help me 45 
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here? 
 
MR SULLIVAN:  Well, our timetable would hope that they converge 
pretty much at the same time.  I mean, we would expect to commission 
the enlarged Cotter Dam in the late part of 2011.  Our current thinking is 5 
that we would hope to commission Murrumbidgee to Googong transfer in 
the early part of 2012, and that we will have Tantangara negotiations and 
an intergovernmental agreement in place this calendar year would be my 
hope.   
 10 
The uncertainties.  Certainly we then have to see Cotter Dam, the enlarged 
Cotter Dam will immediately add to the water security of the ACT as it 
commences to take water and secure water.  Murrumbidgee to Googong, 
the unknown answers will be what will be the control arrangements in 
respect to the flow of the Murrumbidgee River.  What will be the 15 
management practices accepted by the ACT and New South Wales 
Governments in respect of the development applications or like-named 
things which will determine the rate of use and other requirements at the 
Burra Creek end and the flow into the Googong reservoir.  That to me is 
probably the issue which will determine the final rate of operational flow 20 
of water that can be achieved.   
 
And then I have heard other commentators mention it, is the fact that the 
dynamics of release of Tantangara.  You know, for us to maximise benefit 
out of Tantangara we want a certain range of flow, weather events and 25 
other things occurring, to be able to best assure us of being able to capture 
the water that is ours.  Clearly, when the river is flowing strongly above 
anyone’s requirements for extraction we want to utilise the river water.  I 
agree that, for instance, it would be our property right to insist on sending 
water down a dry Murrumbidgee and pumping it whatever.  That becomes 30 
a political issue, a social issue, as well as a commercial issue, which I 
think differentiates me from an irrigator competing with other irrigators to 
take my allocation of water. 
 
It’s something which is going to be an extremely tricky thing.  I suspect 35 
ACTEW for the next 3 to 5 years will be learning its way in respect of 
these uses of water.  I think there are still some cards to be played by the 
Commonwealth and others in respect of whether we have any 
accumulated impact of projects that may see any conditions laid upon us.  
This is the uncertainty.  I think one of the judgements which will be made 40 
down the track of course is that you can argue, in terms of the suite of 
projects, that if the suite of projects produce at their maximum capacity 
their delivery outstrips this one in 20 guide, and could significantly 
outstrip it. 
I myself will be very pleasantly surprised if that occurs.  I think if you 45 
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look at our - I think we’re heading towards an expectation that to deliver 
those three sets of projects will probably come in at about that level.  
Judging these decisions is getting very, very hard and I can see other 
regulators are sometimes relieved of that possibility, in terms of, you 
know, the only other major dam project which is being run at the moment 5 
in New South Wales, you know, basically you had a government direction 
that we’re building the dam.  The regulator I think would have had similar 
issues in respect of determining something like that dam was a prudent 
today decision.   
 10 
I prefer to face the regulator.  I prefer to face someone to say “Do you 
think this is a prudent decision?” but I think some of the tests of prudency 
are going to change because it is the grappling.  I think what the Board 
had before it in this instance which probably no Board of ACTEW in 
respect of major water security assets had in its past, was the uncertainty 15 
that they were dealing with.  And that uncertainty was particularly around 
the uncertainty of climate change, the uncertainty of what is balance in 
what we’ve experienced over the last 10 years or so between drought and 
climate change, and I think a particular feeling of accountability of getting 
it right. 20 
 
Now, some call that risk aversion, some call it cautious conservative but I 
have no doubt where the accountability would lie if we got it wrong.  And 
that’s why I think the suite of projects is seen as a very good option, a 
very good hedge, and one which would see the highest degree of security, 25 
certainty, in Canberra’s water supply over the next 25 years that we could 
find.  Now, then you or others have got to determine is that prudent?  I 
mean, I think the test of prudence is becoming a harder test than perhaps it 
was even a few years ago. 
 30 
THE CHAIR:  Thank you for that.  In your comments that you made just 
then, and just to make sure this is perfectly clear, we commented in the 
draft report based upon your material that the suite of options that have 
now been adopted were likely to result in security of supply to a level of 
one in 40 years for water restrictions, so undefined.  Leave that for the 35 
moment.  In fact, you might want to help us there.  Now, you made a 
comment on the way through that given the uncertainty that you suspect 
that, you know, that level of security might not even be there, the 
assumptions that were made at the time that that was prepared may well 
have been a little bit optimistic.  Do you want to just expand upon that or 40 
clarify any point there?  Because this is a point that is brought up a 
number of times in commenting upon the draft report at least. 
 
MR SULLIVAN:  Look, I think the major variable - and I might get some 
assistance - is around - I think in our early analysis we put a higher level 45 
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of transfer on Murrumbidgee to Googong than what I think will be 
achieved.  I think we were of the view that the transfer was probably more 
logistically restricted than any other possible restriction, and I think we’re 
now probably of the view that management requirements imposed upon us 
for environmental reasons will restrict us further than any logistical 5 
reason. 
 
THE CHAIR:  Is that just the sort of a normal flow of river transfer or is 
that the Tantangara sort of release? 
 10 
MR SULLIVAN:  No, it’s more flow of river.  This is - - -  
 
THE CHAIR:  Flow of river. 
 
MR SULLIVAN:  It’s more flow or river.  I think we are - it gets into 15 
Tantangara - if you like, pulling water out of Murrumbidgee will largely 
be around flows in the Murrumbidgee, and that’s probably independent of 
Tantangara flows which, but for that last little conversation we had a little 
while ago, you know, is in the end it’s our property and we should be 
allowed to extract it when we want to. 20 
 
THE CHAIR:  Yes. 
 
MR SULLIVAN:  At the other end of it, however, flows into Burra Creek 
and from Burra Creek to Googong I think they will be conditioned by 25 
some operational management requirements imposed upon us.  And they 
will not be independent of whether it’s Tantangara water or 
Murrumbidgee water. 
 
THE CHAIR:  Okay. 30 
 
MR SULLIVAN:  Now, I don’t want to confuse you at all, Paul, but I 
mean, in terms of the environmental ecological hydrological assessment 
and information that we’re putting forward is that that should not prevent 
a reasonable flow expectation on our part.  The other important part of that 35 
equation is that - and again if you look into the CIE assessments is that if 
we had worst case what does that do to the prudence of the Murrumbidgee 
to Googong transfer?  And again we are very confident that a worst case is 
a very bad case, and that we could transfer quite a limited amount of water 
and still see that project have net economic benefit to us and contribute.  40 
So if we’ve had to we’ve certainly advised that none of the risks that we 
see should affect the decision to proceed with the transfer system. 
 
THE CHAIR:  Right. 
MR SULLIVAN:  The only risk that would clearly impact that would be if 45 



.Enlarged Cotter Dam Inquiry    MR SULLIVAN  
24 May 2010   ACTEW Corporation 
Merrill Legal Solutions 

33 

the Commonwealth, for instance, vetoed the project on environmental 
grounds. 
 
THE CHAIR:  Yes, understand.  I’ve deliberately not raised questions at 
this particular point on some matters to do with the calculations and some 5 
of the numbers taken by CIE and others in their derivation of the net 
economic benefits.  Now, these are matters that we’ve discussed at some 
length.  You provided us with quite a lot of information.  We’ve made 
comments upon them in the report and you touched upon it briefly in your 
earlier presentation, but is there anything that you might want to add there, 10 
or that might these be matters that you’re going to raise in your 
submission that you raised with us? 
 
MR SULLIVAN:  Our written submission will go to some of those 
matters.  We’ve had CIE prepare some further supplementary material 15 
which we’ll lodge with our submission. 
 
THE CHAIR:  So that’ll be available for public - - -  
 
MR SULLIVAN:  Yes. 20 
 
THE CHAIR:  - - - review? 
 
MR SULLIVAN:  Yes. 
 25 
THE CHAIR:  That’s important.  And I should just acknowledge, as I 
have done elsewhere, that you have made all the material available to us 
we’ve asked for, including allowing us to publish that.  So thank you for 
that.  Is there any final points that you might want to make at this 
particular point? 30 
 
MR SULLIVAN:  None.  Unless I ask - I’ve got experts sitting around me 
and they’ve listened to me talk which mainly means they’ll tell me outside 
what I said wrong, so they should say here if there’s anything further they 
would like to - - -  35 
 
MR CROCKER:  I would just like to add one thing in that about the one 
in 20 or one in 40 year security? 
 
THE CHAIR:  Yes. 40 
 
MR CROCKER:  It maybe a helpful comment, in that, I’m not sure how 
we’re going to measure that in the future, given our earlier comments 
about scenario planning and the like.  So at the point at which we measure 
have we succeeded in those goals is going to be the change in natural 45 



.Enlarged Cotter Dam Inquiry    MR SULLIVAN  
24 May 2010   ACTEW Corporation 
Merrill Legal Solutions 

34 

climate and ability to rely on a constant sequence.  And new measures will 
have to come up and the ACT Government policy approach is that that be 
the management and it will be interesting to see how we can come up with 
an adaptive management and methodology for water supply. 
 5 
THE CHAIR:  Just following that up, and we did make the point in the 
report that there wasn’t any official guidance on that until Mr Corbell 
made a statement to the Assembly I think in early-2009, about 12 months 
or so ago.  But one of the issues we raised was the ability to be able to 
interpret just what that meant in an operative sort of sense.  It talks about 10 
one in 20 years’ temporary restrictions I think are the right words.  Have 
you got any elaboration upon that, or have you interpreted that in any 
particular way? 
 
MR CROCKER:  Other than to say that as we discussed before, there are 15 
some shortcomings in those statistical approaches to it, and that’s one of 
the reasons we moved to NEB because there’s many, too many to discuss 
here.  I’m happy to go through them later but many issues. 
 
THE CHAIR:  But in terms of, as you were just saying a moment ago, in 20 
terms of reporting against that and the like, that’s going to become a 
problem for all parties to - - -  
 
MR CROCKER:  In the future it’s a problem for us, for other utilities and 
for other sectors of the economy, and other sectors of society how they do 25 
those.  Those things you could formerly base on the weather you’re not 
going to be able to. 
 
THE CHAIR:  Right.  But there’s no that you’re aware of, no generally 
accepted definition of what one in 20 temporary restrictions means?  Does 30 
it mean sort of, you know, sort of one month a year for sort of, you know, 
sort of - or you know, sort of so many days per year or what?  Any of 
those sorts of things. 
 
MR CROCKER:  Those definitions you can come at, but the climate from 35 
which you derive those numbers is the question. 
 
THE CHAIR:  Okay, fine.  I’m with you, yes.  You know, I understand 
that point.  Well, if there’s no further comments I thank you very, very 
much again for that presentation, for taking part in this public hearing.  40 
We look forward to receiving your written submission which I understand 
we’ll see later this week and which we’ll make available on our website 
for all other parties. 
 
Now, if there’s no other person wishing to make a presentation, and I’ve 45 
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not seen any indication, then I’ll formally close this public hearing.  As we 
previously reported, the Commission will bring down its final report prior 
to or on 30 June, and that will be available to all to see, and we’ll again 
invite submissions which are due by the end of this week on the draft 
report and on other matters that are raised in submissions to the 5 
Commission.  So thank you all for participating, and I close this hearing.  
Thank you. 
 
 
ADJOURNED [3.06 pm] 10 
 


