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SENIOR COMMISSIONER:  Well, welcome to this morning’s public 
hearings on water and waste water price review.  The hearings are being 
recorded.  Transcripts will be available shortly after the hearings, 
sometime next week; I think we’re working on at this stage. 

5 

10 

15 

20 

25 

30 

35 

40 

45 

 
For your information, there are copies of submissions, public submissions 
received, out in the foyer or at least there’s a master copy out there which 
you’re welcome to look at.  We can arrange for copies to be sent to you if 
you need to have a copy and you haven’t managed to get one.  It’s 
certainly available on our website.  Also on the table outside is a copy of 
the agenda as it exists today and in welcoming people here, let me say that 
if someone has come who has not indicated their intention to appear as a 
witness at this hearing but would like to do so, please let the secretariat on 
my left here know and then we’ll arrange to fit you into the schedule for 
the day. 
 
While we’ve set a schedule up, I don’t want to be tied down in terms of 
where the discussion might go and questioning and submissions from 
various interested people.  So I’ll play that just a little bit by ear as we go.   
 
The terms of reference that were given to the Commission, which were 
provided in Appendix 2 of the draft report issued by the Commission in 
December, require the Commission to address a number of issues in 
determining appropriate price direction for regulated water and sewerage 
services provided by ACTEW Corporation and the Commission, in 
preparing its draft report, has endeavoured to address those terms of 
reference but the purpose of a draft report, and indeed the purpose of the 
other documents that were released along the way, has been to provide the 
opportunity for people to comment before a final decision and direction is 
made. 
 
As it stands at the moment, what we’re proposing is a final direction that 
will determine some form of a price arrangement for water and waste 
water prices for a five year period and we’re required, in doing that, to put 
in place appropriate wording and rules which legally can then be enforced 
both in terms of what the Commission can then do in terms of those 
directions and in terms of what the regulated entity, being ACTEW 
Corporation, can do in terms of the way it adjusts its prices. 
 
The approach today will be one whereby effectively those who have 
indicated a desire to appear before the Commission will have an 
opportunity to make a presentation if they so wish or refer to their 
submission or however they wish to proceed.  I’ll then take the 
opportunity to maybe discuss or raise questions in relation to various 
aspects of matters that they’ve raised and we can tease out the few points 
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from there. 
 
In the process of doing that, I’ll try to take into account the various points 
that are made by a submission that we’ve received so it’s important that 
we have the opportunity to at least get people’s responses back on 
alternate views that are being presented on some matters which are of 
interest. 
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So, thank you for your attendance.  Very, very important issue.  A matter 
that is of great interest to the community as a whole and certainly I’m 
conscious that in a number of submissions we’ve received, there’s been a 
significant focus upon the issue of water security, the use of restrictions 
over the use of water in the ACT and some of the implications that it has 
and that, along with a number of other things, is a matter of concern and 
interest to the Commission in terms of its terms of reference. 
 
I had the opportunity earlier in the week to spend some time further down 
the Murrumbidgee system in the Murrumbidgee Irrigation Area and was 
looking at various matters down there relating to the transport and 
delivery and supply of water in those areas and I was very, very conscious 
of the interconnected nature of these things even where people in some 
areas down there are using a lot more groundwater than we use here. 
 
I must say just as an aside, and please don’t take this is some sort of a 
decision, but when I arrived in Wagga the other night and then proceeded 
to Narrandera and other places along the river, the fact that everybody was 
out there watering their lawns caused a great deal of concern within my 
heart but that’s another matter and as I say, don’t take that as a comment 
one way or the other.  It’s just interesting the way in which you react 
having come through a lengthy period here where we’ve had to be very 
conscious of our use of water.  Anyhow, enough of that. 
 
Welcome to ACTEW who are presenting to us today.  I think, 
Mr Costello, you’re probably going to lead off, are you, and then you’ll 
rely upon the team.  Is that how you want to proceed - - - 
 
MR COSTELLO:  I think so. 
 
SENIOR COMMISSIONER:  - - - and we’ll - - - 
 
MR COSTELLO:  I could even answer some of the questions myself.  In 
the likely event I can’t answer them all I shall ask my colleagues to 
remedy my many defects. 
 
SENIOR COMMISSIONER:  Well, I thank you then for ACTEW for 
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being here, for Michael Costello and others, and so I’ll throw to you and 
what I might get you to do, just for the tape purposes, if you wouldn’t 
mind, start from this end of the table, just introduce yourself from this end 
of the table along and then that’ll go for record. 
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MR BELL:  I’m Chris Bell, Manager Regulatory Affairs of ActewAGL. 
 
MR COSTELLO:  I’m Michael Costello, the Managing Director of 
ACTEW. 
 
MR GRAHAM:  David Graham, Director of Regulatory Affairs, 
ActewAGL. 
 
MR WIJERATNE:  Asoka Wijeratne, General Manager Water, 
ActewAGL. 
 
MR COSTELLO:  Well, thank you Commissioner Baxter.  As you know, 
we’ve already put in one major submission and in response to your draft 
report we have responded extensively in writing and we appreciate the 
openness of the Commission to always to hear our views, they are always 
robust and forthright exchanges, as they should be, and I guess they’ll 
continue in that tradition today.  There are many issues out of the draft 
report that we dealt with in our response and I will deal with a number of 
them today in this presentation. 
 
I suppose the two key issues for us are first, the idea that there be a 
upfront, one off increase in water prices adjusted only for CPI during the 
five year period and with any pass throughs effectively to come at the end 
of that period. 
 
We have a major problem with that approach and we have that problem 
for two reasons. 
 
First is the extraordinary uncertainty that faces all of Australia in relation 
to water and second, that we have a new federal government which is yet 
to announce, enunciate in detail, new policies on water and new policies 
on energy, particularly on green energy which will have a very significant 
effect initially on ACTEW’S operations in terms of its costs and in terms 
of the alternatives available to it in managing the future water supply. 
 
As regards the uncertainty, how can we avoid the constant discussion of 
climate not just because of the longest and most severe drought in the 
records of this area but also because of the debate about climate change.  
We began looking at these issues in 2003/2004 and did a report at that 
time, after the bushfires and at the beginning of this long drought. 
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We made a crucial assumption.  That assumption was not plucked from 
the air but was based on the best advice we could get from the CSIRO, the 
ANU, every expert we could lay our hands on and based on the data, 
primarily supplied by the CSIRO and their scientific judgments, we made 
an assumption that was the most pessimistic we could make. 
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They forecast a range of possible consequences of climate change for 
Canberra ranging, I think, from an increase in rainfall by 12% to a 
decrease of 30% but not until 2030.  We took that 30% and assumed it had 
happened already at that time and quite a number of people said, criticised 
us for being far too pessimistic and thereby trying to create the conditions 
on which we could spend much more money on engineering because don’t 
engineers always want to spend money?  I’m not an engineer and I’m 
keen to spend a minimum amount of money I can to supply water to the 
people of Canberra. 
 
So, we proceeded on that basis and we devised a set of responses that 
fitted with that scenario and with five other assumptions, which I’m happy 
to go through but that was the key one. 
 
The things we did at that time have ensured that we haven’t been in stage 
four restrictions for the last 18 months.  If we hadn’t done them, we 
would’ve been.  If we hadn’t built Stromlo, the treatment plant, if we 
hadn’t rebuilt the power station, if we hadn’t put in new pipes in various 
places, if we didn’t have the ability to take water from the Murrumbidgee, 
if the lower Cotter Dam was no longer in operation, we would’ve been in 
stage four a long while ago and stage three earlier than that. 
 
We did do those things but it is quite clear, two things are quite clear, that 
this is not a state of affairs that the people of Canberra wish to see as 
permanent and nor should they nor do they need to and secondly, that the 
assumptions we worked on at the time have to be revised, that key 
assumption, because the scientific advice now is different. 
 
On the basis of the latest scientific advice, we’re now working on the 
basis of a nearly 50% reduction in long-term average inflows.  If you 
think that’s just us, I did notice a report the other day in the Australian 
Financial Review on 8 February from the CSIRO, the chief scientist, 
Jim Peacock, saying we should work on the basis of the most pessimistic 
scenario from the Southern Murray Darling Basin where he said there may 
be a 30-50% less run off than in the long term. 
 
We’re working on that basis and we came to that conclusion and included 
in that is something even more worrying.  If it was just an average decline 
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of 50 %, well we’d be fine.  If we knew every year we were going to get 
50% of our long-term average, there would be no panic. 
 
In 2005, we got 53% of our long-term average and our Dams filled up to 
67%.  That all seemed fine.  Trouble is next year, we got 12 %.  Now, 
people look back on last year and think, well everything’s okay isn’t it?  
We got 35% last year.  This year, February’s more or less running 
according to the long-term average rainfall but we got half our average 
rainfall in January. 
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Do I know what we’re going to get this year?  No, I don’t but what I do 
know is that the best advice we have is not only a 50% of long term 
decline in long term average in play but that during that period, there will 
be more frequent, longer and more severe droughts than the one we’re in 
now.  In other words, what our water supply has to cope with for the 
future is regular occurrences of more severe conditions than those we’re in 
now. 
 
What exactly those conditions will be, I don’t know.  I see letters 
sometimes in various papers and I see people react when Dams do start to 
fill up.  They tell me, you see it was all a farce, we didn’t need to worry. 
 
That’s what has happened in the past.  Some rains come and everyone said 
well, now we can stop.  We don’t need to do this and then 15 years later, 
they bitterly attack the utilities for not investing in infrastructure when 
they should have. 
 
So, we face that high level of uncertainty simply about climate, and as a 
consequence, after submission to the government, the program had been 
approved that we should build a new Dam, an enhanced Dam at the 
Cotter, just down from where the current Cotter Dam is, which will take 
that from 4 gigalitres to about 80 gigalitres. 
 
That Dam will supply the same amount of water as building a much larger 
Tennent Dam would.  Even though it will only have about a 78 gigalitre 
storage as against nearly double that in the larger Tennent Dam.  The 
Tennent Dam has a catchment that is very poor and the best advice we 
have from the hydrologist is that the yield from the lower Cotter Dam, the 
new one, would effectively give the same because it has greater inflows. 
 
It is interesting that in the period of this drought that we began with the 
situation that the Cotter catchment was a much more fertile, if you like, 
...(indistinct)..., I’m not quite what the word, better catchment yielding far 
more water than either the Yass Valley Tennent catchment or the 
Googong catchment.  Far superior.  And during the drought, the Cotter 
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inflows have fallen by much less than the level of the falls that have 
happened in Yass and Googong.  The percentage falls there are much 
higher. 
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So, it’s a pretty tricky thing to rely on that is a catchment for the ongoing 
future.  We are keeping it alive simply because who knows what will 
happen in 20 or 30 years. 
 
So, that’s our first proposal and we hope to announce the designer of that 
Dam after a competitive process sometime in the next 10 days and we’re 
proceeding as rapidly as we can and we hope that, that will have been 
completed by 2011.  We also recommended to the government the 
building of a new pipeline from the Murrumbidgee to the Googong Dam.  
We have a very large, a reasonable size dam there now, 120 gigalitres 
storage capacity.  The problem we have is that we have a lot of trouble 
keeping it anywhere near full so we have already started to transfer water, 
excess water if you like, from the more fertile Cotter catchment, where 
there is a surplus water, across to the Googong Dam and we put around 
about 15 gigalitres in the Googong Dam.  Even during this drought period, 
we’ve managed to put water in the dam. 
 
The location of that is likely to be Angle Crossing.  After examining a 
number of points of extraction where we might build a pipeline from, we 
have come back to say that it does look like Angle Crossing is the right 
place to go.  We will need the final approval of our shareholders for that 
and we’ll be putting that to them in the next month or two. 
 
We also recommended, in our conclusions that we consider the option of 
obtaining additional water from a source not largely dependent upon 
rainfall within the various ACT-controlled catchments and we looked at 
two possibilities.  One was, well it’s got a lot of attention, the water 
purification scheme.  That is, obtaining water from the Lower Molonglo  
Water Quality Control Centre, treating it further to potable level.  There’s 
been quite a bit of discussion and examination of this.  The government’s 
reaction to that was it was by no means prepared to make any decision on 
that yet.  It wanted further work done but it authorised the design, the 
design only at this stage, of a demonstration plant.  We will complete that 
design and have done all the work on that by the end of this year/early 
next year and we will have a much better idea of what’s involved then. 
 
At the same time we are proceeding with the other option of obtaining 
water not from the within the ACT catchment and that is to buy water 
licences down river, the Murrumbidgee, the Murray Darling, most likely 
Murrumbidgee, transferring those rights to allow us to store water in 
Tantangara, if that’s what the Snowy Hydro allows us to, or potentially 
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the much larger dam of Eucumbene but that will require some pumping 
which the Tantangara option would not.  That water will be released down 
the Murrumbidgee at the appropriate times and would then be used either 
directly or used to pump across to keep the Googong Dam at a steady 
level.  So, those are the options we’ve looked at. 5 
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As I mentioned, we have not said the Tennent Dam will ever happen but 
said that’s not necessary in the immediate future if we do these other 
things.  The government has not made a commitment to do either of those 
other things yet, which is to look at that again later this year or early next 
year and a very important part of making judgments about that will be the 
cost of energy.  That could change dramatically when the federal 
government makes its decision on the new emissions trading scheme.  
We’re also required to look at measures to offset the carbon offsets for the 
energy use in these projects. 
 
So, we have put before you only the Cotter Dam, the cost of that, and 
we’ve put before you some numbers for the Angle Crossing option.  They 
are numbers that were based on a common methodology by quantity 
surveyors and engineering firms as best as we could judge that they could 
judge them, the best advice we could get and even if, and I’ll come back 
to this, prices go up, the relativities between them should remain, will 
remain the same, and that’s one point I do want to touch on here and that 
is the question of price. 
 
We have done the best work we can, got the best engineering advice we 
can, got the best quantity surveyors we can but there’s no price until 
there’s a tender decision.  You will be aware of the massive escalation in 
costs in the construction industry in Australia, particularly in these areas. 
 
So, I just want to sound that note of warning.  Some people are suggesting 
that prices will rise over three years by 35/40% so we’ve given you the 
best prices we can on the best advice we can and the relativity between the 
various projects remains the same but the absolute price, we will only be 
able to give you when we get a final tender and I’ll just mention this is 
another uncertainty. 
 
So, that’s the first issue and with that uncertainty, there will be complex 
changes.  We need all the flexibility we can and we’ve had that over the 
last four years with a pass through mechanism.  Add to that the high 
likelihood that we will have drought restrictions purely in the course of 
the next five years at various times.  Stage two; stage three, which, under 
your rules, have led to a claw back down the track. 
 
If all those things are delayed five years, first of all that’s money we don’t 
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have available over those four or five years, but secondly, you could have 
the most enormous bank up of price increases to come at the end.  Now, I 
know this isn’t a highly scientific method of making judgments.  I would 
never suggest otherwise but any regulator at the time may see this tsunami 
a potential price increase is coming and saw the discount from it at our 
expense or indeed let them through to cries of outrage.  And let me add 
one last thing, by doing this up front this time, even on the figures that are 
available now, there’ll be a one off hit to water prices of 20% plus by our 
calculations.  That’s a big jump in one go. 
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Consumers of petrol, food, rent, nobody believes that they will have 
certainty about those prices for five years.  They expect them to go mostly 
up but they have occasionally, they’ll go down but nobody expects 
certainty and we don’t see any particular reason why the consumers would 
imagine water prices would be, with the exception of CPI increases, 
guaranteed for a five year period but I think the more fundamental issue is 
the ones I’ve mentioned. 
 
Now, let me turn to my second key issue and that is pricing for demand.  
This is an issue raised in the terms of reference.  I don’t suggest for one 
moment that this is a straightforward matter.  The responsive of 
consumers to price, particularly when it comes to these pricing levels for 
these amounts of water, is a subject of uncertainty in itself because this 
hasn’t been done much. 
 
We do know some things that when prices were introduced per capita 
consumption of water in Canberra went down dramatically but I think the 
biggest issue that’s been raised and it’s a completely legitimate issue 
raised, I think ...(indistinct)... by Treasury is how do you send price 
signals when you don’t have real time metering. 
 
I think the first thing to say about that is there already is a pricing 
mechanism which raises the price when there’s a fall in supply.  When our 
dams come down to a certain level, we impose restrictions.  When they 
get to a certain level of restrictions, there has been, and even it’s a much 
delayed mechanism, there will be a mechanism for us to recover the lost 
revenue that we have from the reduction in our supply of water because of 
the restrictions. 
 
At the moment, I think it’s about a six or nine month period before that 
impacts.  You look back.  In other words, this is the sign and it seems 
quite sensible in a way to say, well, ACTEW shan’t have a windfall profit.  
We’ll see what actually happens at the end to compensate.  But the fact is, 
there is an increase in price per kilolitre, it’s just delayed.  What we’re 
suggesting, which is rather different to the idea that we’ve floated before 
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about using the WAC as a pricing mechanism for raising and lowering the 
level of that, is something quite different and it’s pretty straightforward 
but when the dam levels get to a certain level, the price goes up. 
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That’s actually what happens at the moment, this is just delayed and it’s 
done in response to a restrictions level and I’ll come back to why you 
wouldn’t want to do it in response to restrictions level.  It puts too much 
power in our hands and people suspect we’re abusing it, so just a simple 
response to dam levels which would be widely announced on signs as you 
drive into the city, electronic signs, newspapers, advertisements, water 
prices have just gone up because what happens now, as I say, it just 
happens later and everyone’s confused.  What happened?  Why did they 
happen?  The answer is, it’s because of what happened nine months ago 
but what we’re suggesting is this, when dam levels go to a certain level, 
water prices, you announce the fact of what’s going to happen in nine 
months time, you announce it now.  In other words, you do what normally 
happens, you announce it in anticipation. 
 
Now, there will have to be an adjustment mechanism at the end, quite 
clearly, to make sure that ACTEW doesn’t make a windfall profit.  My 
gosh, they may not get quite as much as they should either.  You might 
even say it will have to be adjusted the other way and that’s a 
straightforward enough mechanism.  It’s something that you do now 
effectively, so I don’t see that as an insurmountable obstacle. 
 
Someone mentioned to me, and we’re quite happy to supply a legal 
opinion on this, but there was a concern that the legal powers of the 
Commission were to establish prices very concretely and in a detailed 
fashion.  Our legal advice is that the Commission’s role is to do that if it 
wishes or chooses to because it’s in the benefit, it can do what it likes but 
it also has the option of establishing a very clear mechanism under which 
those prices will be established during a period and if they’re to vary the 
mechanism and the criteria under which they will vary and ensuring 
compliance of that mechanism.  That’s our legal advice. 
 
So, if you did adopt such a mechanism, of course, that would mean that 
you couldn’t have a system where you had a one-off price increase at the 
start. 
 
So, those are the two, we think, biggest issues for us.  We have a number 
of other issues which I’m sure my colleagues have elaborated on to you in 
some detail already in discussions but I should mention them here.  I’m 
not going to go on as I did last year about valuation, I just want it noted 
for the record that our disagreement on the valuation issue remains as 
profound as ever.  We think the position of the Commission is wrong and 
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mistaken but you’ve made clear your position on that and flogging dead 
horses, better to talk about something else this time.  But I haven’t given 
up.   
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The question of return on capital, we proposed, I think, 8.4%, wasn’t it? 
 
MR BELL:  I think so, yes. 
 
MR COSTELLO:  Or two. 
 
MR BELL:  Yes. 
 
MR COSTELLO:  And you responded at 6.55 but you did say you wanted 
to examine and discuss a number of issues.  We have responded to those 
issues where you simply wanted further work done.  We’re still not happy 
with the outcome, it takes us up to 7.6 but we think that is an implication 
of responding to your outcome. 
 
We had a discussion about operator margin.  Under the system devised by 
the then government and supported by the current government, 
ActewAGL partnership was established and ActewAGL operates the 
assets we own.  They do not do so on a wink and a nod.  We have an 
elaborate agreement between us called the UMA and I’ve done a lot of 
negotiations as a diplomat over my time but that was as rough a one as 
I’ve ever done.  I’m looking at my left and we have submitted, or about to 
submit - have we submitted the document on the benefits of that? 
 
MR BELL:  No, we haven’t.  The Commission asked us to look into the 
issue and we’ve looked into it. 
 
MR COSTELLO:  We will submit that document - - - 
 
SENIOR COMMISSIONER:  Okay, good. 
 
MR COSTELLO:  - - - to you and broadly these conclusions, and we think 
in considerable detail, shows that consumers, even with the proposed 
margin that we propose being included, the benefit to consumers over the 
five year period is more than $5 million so consumers do benefit by the 
outsourcing but you will no doubt look at that very carefully.  That’s the 
question on the margin. 
 
You raised a number of issues relating to Opex operating expenditure and 
capital expenditure.  We have responded to that in some detail and I won’t 
take you through that here.  I just found out that you’ve extracted these 
Bendora and Corin maximum flood work. 
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I think that’s premature.  That is a decision not for anyone at ActewAGL, 
no discourtesy, and certainly not for someone down the line.  It’s a 
decision for the ACTEW board.  The ACTEW board has not made a 
decision on that yet, a final decision on that yet.  It is inclined, at the 
moment, to believe that it must plan to go ahead on that basis because if 
these works, the engineering works, says that these things have to be done 
and you cannot fail to do anything during flood work, maximum flood 
work.  So, we have included them for the time being in our projections.  
This is the great advantage, of course, of not pitching a price at the start. 
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The last thing I wanted to mention was the Technical Regulator has done a 
report.  It’s rather unfortunate that that report was never discussed with us 
and I think you will see in our response that it is clearly in error in a 
number of major ways. 
 
It is undoubtedly the case that the assets built into the city, particularly 
during the 60s and 70s, they are getting old.  We have the benefit of fairly 
new assets underground and there’s going to be greater work needed over 
the next 5, 10, 15, 20 years.  It’s going to get more rather than less but we 
have been attendant to the problems so far.  We have not neglected them, 
and we think that we have provided for them well over the coming years.  
But the detailed technicality of that, I’m sure comes out in our detailed 
response. 
 
I was going to say in short but I thought you might laugh.  In conclusion, 
our key concern is that over the next five years, we and you have the 
flexibility to deal with the high uncertainty that faces us.  Faces us both in 
terms of weather, faces us in terms of government policy, particularly 
federal government but there are the exigencies of local government 
decisions too. 
 
We have to go through a lot of elaborate processes to build these projects.  
We have environmental impact statements to complete, both within the 
ACT and, in some cases, in New South Wales.  We have uncertain issues 
relating to the ownership of Googong Dam still which could completely 
change, completely change, if that went the wrong way, our approach to 
water security for Canberra. 
 
So, in that uncertainty, we hope you’ll give, and we think - also the need 
to price water for some impact on demand we think it’d be worthwhile to 
continue what we think has been an effective system, the 
...(indistinct)...system for the last 40 years which has worked well, we 
think, and fairly.  Thank you very much. 
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SENIOR COMMISSIONER:  Good.  Thank you.  Thank you for that.  Let 
me go to a couple of matters if I might and some of this arises out of the 
comments you’ve made now and your submissions.  Some of it arises out 
of some of the other submissions that we’ve received and there’s a number 
of issues, I think, that we need to pick up in a little bit more detail in terms 
of some aspects of costing and I’m conscious of Chris Bell’s comment 
that there’s this other document coming that you referred to that we’ll 
need to look at and so we take that on board.  But the issue of certainty or 
uncertainty and so forth and you went into the whole area of capital 
works, can we just focus upon that for a minute and we’ll come back to 
the pricing in a second. 
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The capital works, as I understand it, and as we’ve interpreted and have 
allowed for it, basically are focussing upon the Cotter and the Angle 
Crossing pumping arrangements and associated costs with that. 
 
Leave aside the spillway matters just for the moment, what we were 
looking from you there was more information regarding what number you 
thought actually was the sort of numbers you might be spending there and 
we’re going to have to take that now on board. 
 
You’ve given us some advice on that which puts that number at a full 
spillway works program and we’ll address that issue now a little bit 
further but we’ve allowed in the price path that we put together with this 
draft determination we’ve put together all those costs for those particular 
projects and indeed, that includes some of that preliminary design work 
for the water purification task. 
 
The certainty issue in terms of capital expenditure seems to be one that 
relates to the possibility that there could be other things that might occur, 
some of them which are possibly on the table such as the water 
purification or Tantangara or indeed other things that might be not known 
to us at this time which may occur over the time. 
 
Now, it seems to me the Commission and indeed the regulated entity faces 
the situation on every occasion when we set prices over some period of 
time to provide so that the incentive pricing mechanism works and that the 
way we’ve looked at that and the way other regulators have done that, 
indeed the way the approach that has been adopted by regulators all 
around the world has gone is to allow some form of adjustment process 
for these sorts of unforeseen capital works which can arise out of things 
that we just haven’t anticipated.  Has that caused problems to you in the 
past that we’re - - - 
 
MR COSTELLO:  No, that would be terrific. 
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SENIOR COMMISSIONER:  You’re more than comfortable about 
those - - - 
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MR COSTELLO:  We’ve been very happy with the pass-through process, 
we think it works very well.   
 
SENIOR COMMISSIONER:  - - - things then? 
 
MR COSTELLO:  It’s public, there’s no ...(indistinct)...things, you look at 
them in public, they’re publically considered.  We’re happy with that. 
 
SENIOR COMMISSIONER:  Now, the reason I raise that is, of course, 
one of the big issues is the possibility of what’s known as the phase two 
projects.  That is, the Tantangara or water purification project going 
beyond this design stage to possibly a 8 megalitres a day pilot plant or 
maybe something larger at some stage. 
 
The cost, the realities of which one of those options might be taken on 
board is just not known at this time at all and we’ve deliberately left them 
out of any price path that we have there at the moment notwithstanding 
that we’ve got the possibility of these things being brought in at some later 
stage should that be the decision that’s taken.  Does that create any 
difficulties there? 
 
MR COSTELLO:  As I understand it, the mechanism you’re proposing, 
would say, that if we went down the Tantangara path, which could, quite 
potentially, we don’t know yet, have considerable capital expenditure 
costs in buying the water licences, high security water licences are not 
cheap at the moment.  If we have to go the Eucumbene option, after 
talking to the Snowy, then we’ve got to build a pumping capacity to take 
water from Eucumbene into the - so that’s the Tantangara. 
 
As regards the water purification plant, that is in the $100 million range, 
the demonstration plant, 3 gigalitres of water per year around about.  And 
I might add on that, it’s uncertain yet.  Again, we don’t know what the 
federal government’s rules will be but we’re approaching certain limits on 
salt concentration, and if we exceed those limits, then we’re in some 
significant trouble and so far as we can work out, the only way to resolve 
it is not for the input method.  That is, changing what people put in.  
There’s a limit to what you can do there, but would require engineering 
works at the other end and guess what it would be?  It will be exactly this. 
 
So, we may, we don’t know, be required to go down that path anyway.  I 
don’t know, I’m uncertain.  Under the mechanism we’ve had until now, if 
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we had been able to convince you, the regulator, that it’s prudent 
expenditure at any point in the cycle, we’d have been able to have that as a 
pass through. 
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As I understand what you’ve put forward, that pass through under this 
mechanism would not happen until a decision at the end of this regulatory 
period and would then be factored into the following regulatory period.  
That’s my understanding of your proposal.  We think that is not the way to 
go.  We think price increases should match what’s happening.  If there are 
price increases because of the cost of building a new Cotter Dam and 
operating a new Cotter Dam, that should be contemporaneous.  People can 
see and associate it with that.  Not all happen up front.   
 
It’s the reason that I’m very much in favour of a pricing way of dealing 
with loss of water revenue through restrictions.  You and I have been 
rather anxious, that’s perhaps not the word, I can’t quite find the right 
word, have suffered some significant criticism for the spike in prices that 
happens nine months down the track.  People don’t understand it.  They 
don’t relate it to what happened then and I don’t blame them.  They don’t 
understand the mechanism, how it works.  If they saw water supplies have 
dropped in our dam to 50% or 45%, the price has gone up by X.  They 
will.  Have an impact they will relate to and the two events will be 
contemporaneous. 
 
So, I do think there is a level of uncertainty but I also am concerned.  I 
have no idea really, a broad idea, where the federal government’s going on 
water policy and energy policy but they will have very big impacts and 
they are uncertain, particularly the energy policy.  They are uncertain. 
 
SENIOR COMMISSIONER:  Well, just going back to the capital works 
for a minute, because what I’m trying to do, I want to make sure this is 
separate clearly in everyone’s mind as to what’s happening.  We’ve got to 
pass through, sorry pass through is a bit strong, we’ve got built into the 
price path however we miss that - - - 
 
MR COSTELLO:  The Cotter Dam and something for the - - - 
 
SENIOR COMMISSIONER:  For the pipeline to Googong. 
 
MR COSTELLO:  Pipeline, yes. 
 
SENIOR COMMISSIONER:  That’s there along with other works and so 
forth that you put up.  We’ve ticked that off and said yes, that looks good.  
We’ve got some phase 2 which, at this stage, is unknown.  I mean you 
mentioned 100 million now for the purification works, it was talked in 
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terms of 50 million at one stage in earlier documentation.  The numbers 
because we’ve not - - - 
 
MR COSTELLO:  Could I explain that, because I think it’s important why 
that’s a big difference.  That is not a factor of price increases in the 
construction industry.  When we looked at it, we realised that if we did 
that, the $50 million payment, we will be building a plant, Asoka can 
explain it better than I can, but it wasn’t modulated but if you then, later 
on, decide that you actually had to build the full production plant, at 
considerably more cost, you will have to pretty well tear down the $50 
million plant because you couldn’t build the core capabilities to then just 
add on in a modular fashion and you would lose both a year or 14 months 
in time and you would lose a good part of that $50 million.  So, that’s why 
we’ve moved to one with a slightly bigger capacity to build more of these, 
if you like, the framework, the infrastructure.  Yes, that is correct. 
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SENIOR COMMISSIONER:  Now, the - -  
 
MR COSTELLO:  I have no idea how much, if it works, the Tantangara 
thing is going to cost us.  No idea. 
 
SENIOR COMMISSIONER:  Yes, no.  I understand.  So, as it stands at 
the moment, we’ve left those out. 
 
MR COSTELLO:  Correct. 
 
SENIOR COMMISSIONER:  And I’ll come back to some issues to do 
with those in a moment but what we’ve done in the past in terms of capital 
works is that we’ve allowed for these things to be included but we do a 
true-up in terms of the overall capital expenditure at the end because 
effectively what happens is you might not do some of the other capital 
works.  Basically we’re providing a pool of money - - - 
 
MR COSTELLO:  No, no.  If I may say, Commissioner, that’s not right.  
We had a pool of money at the start of last time and we had a series of 
identified capital works, which are pretty much routine and that set of 
capital works is getting bigger. 
 
I mean quite separately from the water security plan and the Dam and the 
Angle Crossing project and these others, there is another set of capital 
works which, not in current day dollars, but over the period are likely 
come to some $300 million.  Very significantly more than the sort of 
capital works we’ve had over the last five years - - - 
 
SENIOR COMMISSIONER:  Yes, indeed.  Indeed. 
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MR COSTELLO:  - - - or previous five years.  They are more routine 
capital works.  $30 million plus, the spillway at Googong, a minimum that 
I would say of $80 million on Lower Molonglo and I’d be surprised if we 
don’t end up having to do another stage of that.  I mean these are very 
extensive projects.  And within that $300 million, yes there’ve been a lot 
of flexibility over the last four years.  We’ve taken things in, put things 
out but the big special projects, the Stromlo thing, well that’s actually 
from the previous financial period and that was included but many of the 
other things we did on pumping stations and so on, we didn’t include it in 
the lump sum you’ve allocated. 

5 

10 

15 

20 

25 

30 

35 

40 

45 

 
We got them separately and they were passed through and accepted by 
you as additional to the original allocation and what I’m saying now is if 
we were to do Tantangara, I mean it’s easy to see how the capital cost of 
the water itself would be well over $30 million. 
 
If we had to do the pumping station from Eucumbene, that could be 
another $20 million, $50 million but you’re not going to find savings and 
put other things off out of that $300 million.  If we have to do the water 
purification plant, $100 million.  You’re not going to say well, we can 
stop doing $100 million of a third of all the other things. 
 
So, I think they’re in a different category because they’re so big.  Yes, you 
have been, and we have, worked on the basis there is a pool of money, if 
you like, for the routine capital works and maintenance but we have had 
separate big projects which you’ve passed through and we think the same 
should apply here. 
 
SENIOR COMMISSIONER:  ...(indistinct)... here that, and we’re talking 
hypothetically but let’s put it on the table, that there’s a point where 
ACTEW, and indeed ActewAGL, as your assistance in this area, becomes 
impossible for you to run so many projects at once.  I mean you’re talking 
about quite significant additional works on top of Angle Crossing and on 
top of the Cotter Dam plus the other capital works you’re doing. 
 
MR COSTELLO:  If it does - these are decisions for ACTEW.  Under the 
UMA, they are not guaranteed all our capital works at all.  At a certain 
level, I think it’s $5 million or $7 million? 
 
MR WIJERATNE:  Five. 
 
MR COSTELLO:  $5 million, we have the right to put it out to open 
tender if we feel they can’t do it, if there are things they’re overdone but 
the problem is not the inability of ActewAGL to manage all these projects.  
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The problem is can we get construction companies, builders, engineers 
and all the other people?  I mean, ActewAGL supplies all number of 
people for these projects relevant to the very large number of people we 
bring into town to do the actual projects. 
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The problem we face over the next several years is can we get the people 
in to do it?  All I can say is, so far on the dam, we got three excellent 
proposals from the best people and they were consortiums each of them.  
First rate.  The designers, the construction people are the best Australian 
and international, we got terrific response on the design of the water 
purification plant.  Again, we’ve got the best people Australia and 
internationally.  People are wanting to come here to do it so I admit, we 
were a bit nervous, weren’t we, and what we’re doing with the normal, if 
you like, the $300 million program, is we’re trying to bundle them 
together.  Asoka can talk more about this so that there’s a bigger bundle of 
bigger players. 
 
Now, it doesn’t mean the people in Canberra, players in Canberra, are 
being excluded.  They’re not.  They are participants in this.  Even these 
biggest firms, they work together.  They don’t work on their own, they 
work in partnership with each other, don’t they. 
 
MR WIJERATNE:  That’s exactly my position on it.  We are bundling to 
run the projects to attract a bigger market response and we have been 
successful in the last couple of years.  There’s a lot of work going on in 
the water sector nationally, and we are reasonably confident that we can, 
and we will, attract the relevant expertise to come and do that work for us. 
 
SENIOR COMMISSIONER:  Would there still not be a timing issue in 
terms of when some of these things occur?  We’re not talking about these 
things taking place from 1 July, these are the phase 2 type additional 
works or whatever else might come up. 
 
MR COSTELLO:  No.  We will be putting to the government early next 
year, we hope, in the first quarter of next year where we’ve got to on both 
Tantangara and where we’ve got to on the water purification plant. 
 
We hope submission progressed to them to maintain a judgment about 
...(indistinct)...  If the government says, and the government so far has 
made clear that it is taking a belt and braces approach and it’s not being 
apologetic for that and the logic of that is based on the scientific judgment 
that we have received that not only will there be a 50% decline in the long 
term average inflows but within that 50 % decline there’ll be many years 
where there’s heavy rain but there’ll be long sustained severe droughts 
longer, more frequent and harsher than the one we’re in now. 
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To provide for that, you do need a lot of capacity that in ordinary times, 
whatever ordinary times may come to mean, you’re not drawing on it but 
then Asoka I think will tell you in 15/20 years, people complain about 
why did they build Googong Dam.  It’s a complete waste of time, we’ve 
never used it.  What a waste of money that was.  I think that they’re rather 
pleased we built it now. 
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SENIOR COMMISSIONER:  In terms of, and this is going to come up in 
some other or it’s come up in some other submissions in terms of other 
presentations, but just touching upon it here, in terms of the water 
purification thing, you’re talking about $100 million just to build 
something that initially produces 3 gigalitres of water a year which, on 
your own submission, doesn’t go back into water for re-use, for potable 
water. 
 
MR COSTELLO: That’s exactly what I said; it’s a demonstration plant.   
 
SENIOR COMMISSIONER:  Plus there’s operating costs on top of that.  
Now, along the way here the question is being asked of us is why should 
we even allow this to go through?  It doesn’t seem to make a heck of a lot 
of sense from an overall economic perspective. 
 
MR COSTELLO:  Well, I think that’s a judgement.  What we would like 
to do is to have the option that if in March/April next year, the 
government decides it needs to do that, I have no idea what they’ll decide, 
who the government will be, but let’s hypothesise which is what we’re 
doing.  If they do decide they do want to do this, then that discussion, we 
will have to convince you and all the others will have a ...(indistinct)... and 
we will have a detailed case to put before you but what is the logic of it? 
 
The logic of it is, this is something on which the people of Canberra want 
to be reassured that before it happens, they are confident that the water 
that comes out of this meets the highest standards.  How do you do that?  
We have demonstrated, we think, and we’ve been through taskforce, those 
special groups, the health group and then the environmental group.  The 
health group has said if you do it this way, we are absolutely confident it 
will meet all the health schemes you could want.  Now, I think the 
government’s view is they want to demonstrate that before it happens.  
They want community support for this.  Now, I don’t want to speak for 
the government and I can understand their point of view. 
 
If, after operating for a number of years, it’s clear that the water’s been 
constantly tested and it’s of the highest quality and many of the things that 
people are concerned about don’t happen, then it’ll be much more widely 
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accepted.  Mind you, if it turns out there are serious problems, well that’ll 
be the important thing to find out too, but you can’t do it unless you do it.  
Now, it has been done.  If you like, there have been demonstration plants.  
They’re in operation around the world at the moment and they are 
working successfully without those sorts of problems. 5 
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That is something we will have to argue at the time and convince you of at 
the time.  Let me point out, however, that, as I say, there is a possibility 
that we may have to do something like this anyway and we may know 
more about that also by the beginning of next year on the issue of salt. 
 
SENIOR COMMISSIONER:  Just one other matter on this just quickly, 
the salt issue raises the point as to whether it’s a cost when it’s included is 
a cost that goes to waste water or to - - - 
 
MR COSTELLO:  It will. 
 
SENIOR COMMISSIONER:  - - - into water that we consume - - - 
 
MR COSTELLO:  No doubt you’ll look at that. 
 
SENIOR COMMISSIONER:  - - - and that’s one of the issues that will 
have to be addressed at that time. 
 
MR COSTELLO:  It will. 
 
SENIOR COMMISSIONER:  Yes.  Okay, all right.  Let’s move on a little 
bit from there.   
 
Some of the issues, again regarding certainty, come back to this issue of 
pass through of operating costs.  You’ve talked about the possibility of 
changes in energy costs through carbon credit laws and other things that 
may or may not occur down the track and your concern about the pass 
through of some of these. 
 
Now, the issue there has been one where costs have changed and the 
Commission had allowed certain costs to be adjusted where they changed 
outside your control and anticipated at the time prices were set and that’s, 
again, not unusual in terms of setting incentive price path mechanisms 
going forward in the future.  So, I don’t see that as a major issue - - - 
 
MR COSTELLO:  But would you allow this methodology - - - 
 
SENIOR COMMISSIONER:  - - - per se. 
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MR COSTELLO:  - - - you’re proposing? 
 
SENIOR COMMISSIONER:  Well that’s one of the things of the points 
you’ve raised and that’s one of the things we were - - - 

5 

10 

15 

20 

25 

30 

35 

40 

45 

 
MR COSTELLO:  I hope so.  I mean if you would do that, that would 
make a big difference.  If you would look at those new capital works that 
we can’t be confident of now, or price increases of that kind which are 
imposed on us, say, by the restrictions regime, the logic of the restrictions 
regime, that’s a government policy that we have no control over and we 
can’t forecast, and you’ve chosen, and I think thank God for us you did, to 
not include that in a risk weighting factor but say it will be a pass through 
of one kind or another.  And I think the logic of a dramatic new federal 
government decision which were to raise the price of energy over a period 
by amounts that we have no control over and that are beyond the normal 
forces would be an issue we’d want to raise with you.  But issues of - I 
understand that the question of what increases in cost you were to 
consider were simply a matter for our risk, normal commercial risk, and 
matters that you would consider as something exceptional is not an easy 
one but if we were to take more risk, I guess you would be looking 
carefully at the weighted average cost of capital and risk return to 
compensate for us taking more risk. 
 
Coming back to the capital works, if you were to say in the normal way 
you have in the past of when there’s capital works, it’s impossible for us 
to forecast and guarantee it’s going to happen and include in our - that that 
could be brought back to you for your prudential judgement, as you have 
in the past.  Now, if we were able to come back to you, I think you do 
envisage that we can do these things, as I understand it, but that they 
should all be done at the end, at the end of the five-year period.  Is that - - 
- 
 
MR GRAHAM:  That’s the current proposal. 
 
MR COSTELLO:  That it should all be done at the end and our view is, 
it’s money we don’t have during that period and secondly, it could lead to 
this massive tsunami of increased prices at the end of the five year period.  
Thirdly, it leads to a big hit at the start, this time around, a substantial hit 
and fourthly, people expect prices to vary according to changing 
circumstances.  They don’t expect prices to stay the same in the normal 
consumer items.  They don’t.  They expect things to change.  Bread prices 
change, petrol prices change, water prices have been changing for the last 
five or four years.  People objected to the level of price but I don’t think 
they’ve been surprised that prices have changed. 
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SENIOR COMMISSIONER:  Let me come back to this issue of pass 
through which was a catch up mechanism to do really with changes in the 
volume of water that was going through.  Effectively, price has been a 
function of a revenue requirement - - - 
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MR COSTELLO:  Correct. 
 
SENIOR COMMISSIONER:  - - - divided by the volume of water that 
you’re able to sell.  That’s effectively the term and price in the way this 
has worked. 
 
I mean one of the issues last time was that, again, going into a period of 
real uncertainty because of the state of the drought we were at at that stage 
and the unknowns that were before us and a number of other things, we 
opted for a certain volume assumption based upon a situation which we 
hope would be maintained.  We then moved into the situation of higher 
levels of restrictions which then, under the catch up arrangement that we 
provided then, had that catch up occur. 
 
If we moved this time forward on the basis and with the benefit now of 
more information about water usage and what the drought has been and 
what it might be going forward, because there’s been that much more 
work done.  If we were to go forward now into a situation where we had 
lower volumes of water built into that assumption, that calculation of price 
taking total revenue requirement divided by volume which would 
effectively reduce or minimise the catch up type arrangement that’s 
occurring because of the volume differences and forget about the 
capital - - - 
 
MR COSTELLO:  Yes, I understand that, yes. 
 
SENIOR COMMISSIONER:  Would that meet, your particular - - - 
 
MR COSTELLO:  It would certainly meet ours.  It wouldn’t meet a 
pricing demand strategy but it would certainly - I mean, one of the 
problems we have, and my colleagues, you know far more about this in 
detail, but as I understand it one of the problems we have is that for a long 
while, the revenue model has always been a lot higher than we’ve actually 
achieved and part of that’s been because of drought but even in normal 
times, we’ve been a bit under and that’s had an impact on our revenue.  A 
substantial impact. 
 
If you were to lower that substantially and the gap between the two was 
lower then obviously the fall back of prices would be less dramatic. On 
the other hand, if you do say well, let this reflect reality, leave it as it is, 
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what is normal, whatever that might mean, it used to be about 65 gigalitres 
gross, I think, roughly. 
 
SENIOR COMMISSIONER:  That’s right, yes. 
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MR COSTELLO:  If you left it that, I don’t know, what’s it at the 
moment?  What have we got it at at the moment?  In the current model 
let’s see that come out. 
 
MR GRAHAM:  About 55. 
 
MR COSTELLO:  About 55 and if we didn’t have restrictions on, I guess 
we would use that but if we do have restrictions on, that’s a sign of 
shortage and we think there’s a value in signalling that when it happens 
not later on and not guessing that it’ll happen.  I mean, it seems to me if 
we’re guessing that our long-term future is consuming 50 gigalitres a year, 
that’s a pretty dramatic conclusion if that’s normal, if that’s normal.  And 
it would certainly impact, we say, would minimise but also have the 
impact that if you did that and then we wanted to use pricing for demand, 
it would have less impact simply because the prices wouldn’t go up as 
much. 
 
SENIOR COMMISSIONER:  In your submission, and correct me if I’m 
wrong here, but I didn’t notice that you’d commented upon the volume 
assumptions that we’ve used at all.  Is that correct? 
 
MR GRAHAM:  Well, we had a look at the five-year forecast and we’re 
still going through that in some detail. 
 
SENIOR COMMISSIONER:  All right.  You - - - 
 
MR GRAHAM:  Our main point there is that if you forecast, and you’ve 
got to go to the forecast for the next 12 months in advance, far better if 
you do that on an annual basis than trying to do it five years in advance. 
 
So, we’ll come up with a much more accurate forecast for the next 
12 months doing that in every 12 months than we would trying to predict 
60 months in advance.  That’s our major concern on the forecasting.  That 
over time you correct with new information that becomes available each 
year.  So, across that five years, facilitate a much better forecast of what 
actually was going to happen doing it annually. 
 
MR COSTELLO:  Could I say, I just want to stress since this is a public 
hearing, there is no extra cost to the consumer and the customer in what I 
propose about pricing demand.  Indeed, the opposite.  All it’s doing is 
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saying bringing back the price increase from nine months down the track 
to a forecast to when the supply actually declines.  I don’t want people 
going away from here saying ACTEW are proposing windfall profits for 
itself or an increase in prices in times of drought.  It’s not.  Simply saying 
that what already happens we should bring forward.  So, there’s no 
increase overall cost to customers for their water outputs. 
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SENIOR COMMISSIONER:  Let me go to that pricing aspect now if I 
can because that’s the next point that you’ve made and the next point we 
need to address.  The proposal that you’ve put on the table which you’ve 
called drought pricing in actual fact is the way you’ve presented in your 
submission, it seems to me as I’ve read it it’s based upon a combination of 
price and restrictions in terms of - a continuation of the restriction regime, 
in terms of one trying to send a signal in advance to people that the prices 
will go to such and such a level if we fall below 50% or 40% or whatever 
the sort of thing might happen to be but there’ll still be some restrictions  
 
 
It’s based upon a combination of price and restrictions in terms of a 
continuation of a restriction regime in terms of one trying to send a signal 
in advance to people that - the prices will go to such a level if we fall 
below 50% or 40% or whatever the sort of thing might happen to be.  But 
there will still be some restrictions and so forth apply; have I got that 
right? 
 
MR COSTELLO:  Yes.  The only reason we didn’t relate the price 
reductions had increased to the level of restrictions is that ACTEW 
decides what the level of restrictions are.  And people might feel we were 
keeping restrictions on for longer than we needed to keep the price up.  So 
we thought a more objective methodology - which is in a sense related to 
the restriction level you’re in - is the actual level of water in the dam.   
 
As you know the level of the water in the dam is one very important factor 
in deciding what stage of restrictions we are in, but we also make a 
judgment about a number of other factors as best we can and it is not 
simply a mechanistic thing.  When we get to this level then we go to this 
level of restrictions, when we come to this level we go out of our level of 
restrictions.  We try to make some sort of judgment taking in a number of 
other factors. 
 
So, rather than us being accused of manipulating the restriction level to 
increase prices or keep prices up we thought the best thing was to relate it 
to an objective factor, mainly the level of the dams and they are pretty 
well proxies for each other, pretty close, close enough anyway. 
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But we do want to keep the restrictions on because the two things 
reinforce each other.  I mean if people realise the price of water has gone 
up because - then they use less then they’ll be a shorter time on 
restrictions.  It doesn’t get rid of restrictions, but it probably means we 
have less reliance on them, if the signal does have an impact.  And of 
course it will be hard to work out whether it has an impact since you’ve 
got two factors operating at the same time, restrictions and water price 
releases. 
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But that already applies now.  When you’re trying to make a judgment 
over the last 18 months with what’s had the impact the spikes in water 
prices or the restrictions, or all the education programs, or the advertising 
it’s very hard to attribute one thing to another.  But it doesn’t seem 
unreasonable to suppose that they are mutually reinforcing. 
 
SENIOR COMMISSIONER:  Some material that you have had done, in 
fact which we’ve looked at and worked a way with you indicates actually 
some of the elasticity for demand in terms of price is actually very, very 
low which suggests that then if we are trying to use just price to sort of 
influence people’s behaviour in the short-term - I don’t deny, sir, over the 
long-term we’re seeing quite significant changes over the last 18 or so 
years certainly since the years of the 1990s as we have introduced pricing 
- different pricing arrangements.  But the elasticity of demand sort of 
suggests that pricing might not have such a big impact in terms of those 
particular stages.  The issue would then seem to be more one - and I think 
this is where you are coming from, but correct me if I am wrong - or one 
of ensuring that ACTEW’s revenue requirements are maintained so that if 
one was designing this price arrangement which adjusted, depending upon 
what level of water supply we had was more one that’s trying to sort of 
link that with sort of the available water, that is the quantity, which then 
would be times whatever the price would that be determined to give you 
the revenue stream that you require. 
 
MR COSTELLO:  That’s what happens now. 
 
SENIOR COMMISSIONER:  Well that happens now as you say after the 
event. 
 
MR COSTELLO:  We’re not doing this to maintain our revenue.  As we 
understand the system that operates at the moment you set an overall 
revenue cap; your wish that over that period that’s the sort of revenue we 
should get.  What profit we make depends on how we control our costs 
and a whole series of other factors.   
 
So to this point we are not exceeding our revenue, indeed we are regularly 
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under it.  This is not designed to serve ACTEW’s need to maintain 
revenue levels.  I mean if that were the case we would be happy with the 
current situation or we’d get it back in hindsight. 
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No, it is designed to send a signal very publicly your price has not gone up 
because Dams have gone down and you are in this level of restrictions.  If 
you want to stop that situation getting worse and prices going up  
further - - -  
 
MR DWYER:  Build a dam. 
 
MR COSTELLO:  Which we’re doing. 
 
SENIOR COMMISSIONER:  Sorry please the discussion is this way if 
you don’t mind.  If you wish to appear later on you are more than 
welcome to do so. 
 
MR COSTELLO:  The inelasticity of demand the truth is nobody knows 
the answer because nobody’s done it much, coordinated and studied it in 
an analytical way.  Yes, Dr Logan, nobody has done it in a studied orderly 
way.  People have their opinions.  Some people think it will be elastic, 
some people think it won’t, but we’re getting to price levels now where it 
may make a difference.  But if you decide not to do it well it makes no 
difference to ACTEW and its revenue and its operations. 
 
So we think it should be done for a different reason, we think.  We’ll 
admit it has a chance of helping reinforce the various factors that make 
people more careful in their use of water and helps guarantee the supply, 
that’s what we think. 
 
SENIOR COMMISSIONER:  One of the proposals - they’ve come up a 
couple of times in proposals that have been put forward by other 
submissions has been to move towards some form of pricing that reflects a 
trading of water.  And indeed one of these proposals I guess is akin in 
some ways to what happens in terms of irrigated water down the river 
further, that water is allocated on some basis and that’s traded and so we 
get rid of restrictions and rely upon sort of pricing determined - and 
ultimately what price people pay? 
 
MR COSTELLO:  That is one of the things we plan to do with the 
Tantangara option to buy water rights, to buy 20, 30 gigalitres of water 
rights as a capital investment.  But you have to buy them high security at 
the moment because the people who have general security water licences 
at the moment have had zero allocation. 
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Now with the Murrumbidgee licence which is a high security licence they 
have something like 70 or 80% - I think some of them are like 90 in some 
cases.  So yes buy those water rights.  Effectively what we are doing if 
this works is we are getting another dam; it’s called the Tantangara or the 
Eucumbene available to us then storing the water in those dams.  That’s 
effectively what we’re doing if we can make it work. 
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But there are a lot of legal and institutional and commercial barriers to 
making it work.  We have to get New South Wales to agree to certain 
institutional and legal changes.  The Snowy Hydro has to agree to the 
storage, we have to set a price with them, we have to compensate them for 
the loss of electricity for the water flowing down through the system and 
generating electricity; there is a variety of things we have to do and we 
will know the answers to those, we believe, by the end of this year or early 
next year. 
 
But yes I agree, I have always thought that if that system could work, 
buying the traded water which would not be included in our cap - would 
be surplus to our cap - is the ideal way to go; I said that six years ago.  But 
let me tell you there is still no mechanism for inter-basin trading.  
 
At the moment we are not legally entitled to buy that water and store it in 
Tantangara for our use.  So they are good theories, but unless we can 
make it work over the next year and we have a sympathetic hearing from 
both the Commonwealth and New South Wales and we hope that it will 
work we have to find other solutions. 
 
SENIOR COMMISSIONER:  But in terms of actually charging people for 
water here if you were to allocate - as one proposal has before us - allocate 
the water on the basis of per household, so many kilolitres of water and let 
them sort of trade amongst themselves? 
 
MR COSTELLO: Well we have said we are quite happy to see a pilot on 
that I think haven’t we? 
 
MR GRAHAM:  Yes we have we have said we’re happy to have a look at 
anything that’s put forward on that. 
 
SENIOR COMMISSIONER:  This leads me to your smart water meters 
and so forth I mean is that going to be capable of - how might you go 
about this, how practical is it? 
 
MR COSTELLO:  Well the cost of installing smart water meters is not 
minimal.  The proposal has been put forward that there should be a pilot to 
do this and we’ve said we are perfectly happy to support it, but we’ve 
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actually - nobody’s ever actually put anything before us in detail or a 
detailed proposal, but if people want to do it we’ll participate, anything 
that will work. 
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Some people may say I don’t water my lawn and there’s only me and I’m 
the only one who lives in this house I use hardly any water.  But I have 
been allocated this amount of water to this household, so I will sell my 
rights to the person down the road who loves their garden if that would 
work.  But markets are a lot harder to operate than they sound when 
they’re simply explained.  Ask the Australian Stock Exchange. 
 
SENIOR COMMISSIONER:  For a practical perspective I mean do you 
have information that would allow you to even allocate in the first place? 
 
MR COSTELLO:  Not at the moment. 
 
SENIOR COMMISSIONER:  So the process would be one of sort of 
having to sort of accumulate and build the information based upon which 
you then would do the allocation upon which the market would then be 
established? 
 
MR COSTELLO:  And on what basis would you do it would you say it’s 
a particular sited land, it’s a particular sited household?  How many 
people in the household at any one time; do the amounts vary depending 
on the number of people who live in the house? 
 
Everywhere this has been done - and it has been done in a few places - it’s 
been supplementary, it’s been a sort of a stage right down towards the end 
of restrictions.  It’s sort of stage 7 or something like that.  It’s not been 
done as an alternative to it yet.  But in theory - in market theory - if you 
could establish a market, a well regulated market that would actually work 
and was based on hard data that everybody had confidence in there is no 
reason why it shouldn’t work in theory and we are perfectly happy to be 
part of it. 
 
SENIOR COMMISSIONER:  I need to cover with you that is an 
important matter at this time.  You mentioned the technical regulator’s 
report and certainly we’re looking at that and response to that, so thank 
you for that particular document. 
 
And we look forward to receiving the other document that you’re 
proposing to give to us regarding the benefits flowing from this 
arrangement between ACTEW and ActewAGL in particular, to help us 
come to a view as to what quantum of Opex we should allow there. 
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I think - you didn’t mention on the way through, but it has been mentioned 
in other times, I just mention it now - I think you’re going to be providing 
us with some information regarding calculation of your rate of return; not 
your WACC but the return number that you often quote in terms of return 
on equity.  We are yet to see some information on that. 5 

10 

15 

20 

25 

30 

35 

40 

45 

 
And again you mentioned the valuation, return on capital issue and I’ve 
noted the return on capital issue what you picked up there, the discussion 
on that and we certainly are looking at that very closely as you are aware 
and as you’ve argued.  There are some technical issues relating to the way 
in which that is calculated which are drawing a good deal of attention 
from regulators around the country and we are giving some attention to 
that matter. 
 
MR LIGGINS:  The only thing, Paul, would be whether there is any more 
updated information on the cost of the Cotter Dam? 
 
SENIOR COMMISSIONER:  This was the building of it?  Yes I think 
you have provided us with a revised updated number on that and 
presumably there is some more detail, the latest projection? 
 
MR COSTELLO:  Well we hope to have a little bit more before you come 
to your final decision in April, particularly on the dam. 
 
MR WIJERATNE:  We continually revise that estimate, however it will 
be towards the end of the year we should have a final price on that. 
 
MR COSTELLO:  And the same with the Murrumbidgee to Googong 
pipeline I hope to update you on that too.  I repeat whichever engineering 
project you are looking at, the construction implications for all except the 
water purification plant seem to be the same.  The relativities remain the 
same as prices go up. 
 
The water purification plant there has been the suggestion the prices may 
not go up at the same level because you’ve got different things involved; 
fewer pipes, less concrete, but we don’t know that yet. 
 
SENIOR COMMISSIONER:  Just finally in your original submission and 
you touched upon it again in your comment upon the draft in talking about 
pricing you proposed that effectively we set a revenue cap and we let you 
determine what the prices should be arguing that you are in the best 
position to do that. 
 
You have never actually put on the table what you actually do, in other 
words how you would come to those prices per se?  Well you talked about 
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an adjustment factor building in the WACC, but I don’t think you actually 
ever sort of came out and put on the table what you thought those prices 
actually might be and how you would structure them? 
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MR GRAHAM:  Certainly.  We’ve been very clear on the price structure 
that we would propose being a fixed charge and a one step in the pricing 
and consumption rate.  The actual volume rates that depend on the actual 
revenue cap we get.  We have taken the step of proposing a revenue claim, 
but we haven’t actually struck prices to that, pending the outcome of any 
decision from the Commission. 
 
SENIOR COMMISSIONER:  That’s now reminded me of another point I 
wanted to make you actually have proposed we put that first step in at 
100 kilolitres per year? 
 
MR GRAHAM:  - - - we proposed the 100 kilolitres - - -  
 
SENIOR COMMISSIONER:  Do you want to just explain why you 
picked 100? 
 
MR GRAHAM:  We had a look at some studies across the country and 
there’s a particular study in Perth that identified the amount of internal use 
of water for hygiene purposes.  We think it is important to cover - 
adequately covers that off, whilst also meaning that the water above this 
step is priced to signal costs and potentially drought pricing initiatives. 
 
SENIOR COMMISSIONER:  That 100 was based upon that Perth study 
which - - -  
 
MR GRAHAM:  That was the particular driver and we’ve had our own 
internal studies which supported that, that finding over in Perth as well. 
 
SENIOR COMMISSIONER:  We looked at this and the draft for sort of a 
number which reflected an average household consumption as a first step.  
You weren’t comfortable with that?  200 was it?  Below that, it was a bit 
below an average. 
 
MR COSTELLO:  ACTEW’s policy is to signal the cost of water as soon 
as we can, beyond that at minimum level so that everyone is receiving the 
same price signal and then efficiently using water on that basis. 
 
SENIOR COMMISSIONER:  Are there any final remarks that you might 
wish to make at this stage?   
 
MR COSTELLO:  If I could just thank you once again for your 
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attentiveness and I look forward to your decision. 
 
SENIOR COMMISSIONER:  Excellent and we will be in touch on a 
number of these matters as we sort through some of these issues over the 
next couple of weeks.  Thank you very, very much.  We’ll have a short 
break now to give me a chance to stretch my legs and give you a chance to 
make yourself a cup of coffee if you can get the machine to work outside.  
Please help yourself to that. 
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ADJOURNED [11.02 am] 
 
 
RESUMED [11.19 am] 
 
 
SENIOR COMMISSIONER:  Before we just kick off with the 
presentation from the Essential Services Consumer Council could I just 
again say that if anyone wishes to appear we are more than happy to add 
them to the agenda and we are flexible in that regard.  Just speak to 
Sylvana who is floating around or maybe one of the people in the 
secretariat and we will make arrangements for them to be fitted into the 
program as we go.  Just so people are aware of that. 
 
Welcome to Peter Sutherland and Bill Pearcy who are here representing 
the ESCC.  At this stage we haven’t had a submission from you, but I 
understand something’s coming.  But let me throw across to you and 
allow you to speak to it.  I will just get you to introduce yourself again 
from the left to the right just for the purposes of the record. 
 
MR PEARCY:  Bill Pearcy I’m a member of the Essential Services 
Consumer Council. 
 
MR SUTHERLAND:  Peter Sutherland, chair of the Council.  The 
Council will probably make a brief submission after next Tuesday when it 
has its first meeting of the year.  But we are able to make some comments 
on the draft report. 
 
Primarily we’ll simply be talking about customer affordability issues and 
tariff structure and particularly concessions, but just some introductory 
remarks.  The Council agrees that prices need to reflect the scarcity and 
value of water in our town, that there’s no room for an artificially low 
price of water.  That doesn’t help consumers generally and it doesn’t help 
for good public policy. 
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Our concern is to have a fair regulated price for the community as a whole 
and that there be appropriate protections in that price and through 
community service obligations for the very vulnerable members of the 
community.  And we will be making some suggestions both about 
concessions in the tariff structure that relate to that cut here. 5 
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Mr Costello mentioned the figure of a 20% price rise.  I understood it to 
be around about 9%. 
 
SENIOR COMMISSIONER:  Yes in actual fact the 20% is a number that 
they’ve got from somewhere, I’m not too sure where? 
 
MR SUTHERLAND:  I’m working on the premise that it is 9% overall.  
There has been a massive range of price increases across the whole 
package of what consumers use.  In particular housing prices, but also 
utilities, petrol and to a lesser extent possibly food and this impact falls 
unduly on low-income consumers because of the nature of the package the 
low-income consumer uses. 
 
Whereas the price rise for electricity was 16 % spread across the 
community high-income people probably only spent 1 to 2% of their 
income on electricity; low-income people spend between eight and 15%.  
So therefore price rises are absolutely magnified at the lower end of the 
market because of the nature of the package they consume. 
 
It is less true of water for other reasons but I just want to start off - Bill 
wants to address some general issues about price pressures on vulnerable 
people in the community. 
 
MR PEARCY:  Just not in any particular order, but in reading the report it 
struck me that the ICRC’s understanding of the social impact seem to be 
confined largely to the actual monetary changes that consumers were 
going to face, but not the next step which is actually what does that mean 
to these consumers? 
 
In particular, in relation to the five-year period it struck me that many of 
these consumers would not enjoy waiting five years to recoup the excess 
price that they might be paying if you set the price too high.  Similarly, 
they might not enjoy paying in the latter five years very high prices if you 
get the price too low. 
 
And particularly in relation to the time that people actually own a 
property.  My understanding - I don’t have the figures - but my 
understanding of the time that people actually own a house or a property is 
reducing significantly and so in relation to this period you could quite 

.ICRC 14/02/08              
Water and Waste Water    

32



easily have the fact that one person enjoys the lower prices and then the 
next person has to pay that price.  If I just reflect that back into what this 
five-year period could mean - I’m not saying it does - it could mean for 
home owners.  
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The next point I’d like to make is that the fixed prices or the fixed costs 
and particularly the WAC and NFT effects tend to obscure the pricing 
signals that the customers are going to get, the consumer is going to get. 
 
My understanding is that about half of the bill will be these “fixed prices” 
and the WAC and the NFT is in included in that, even though they have 
now become part of the operating costs as you reflect them, because they 
really won’t change.  And so whatever decision you make in relation to 
pricing is largely in relation to the ACTEW part of the price.  And I just 
say that from my experience the customer really relates to the total bill 
that they face, not the portion that’s allocated to the water costing.  And 
particularly that relates to of course the wastewater cost, which is just one 
fixed charge. 
 
I think Peter will say more about this, but our submission originally - not 
for this present round, but previously - was that concessions really should 
be related to the fixed costs.  Well if the WAC was a fixed cost and is no 
longer a fixed cost because it’s becoming part of the operating cost then 
that might change our position in relation to the actual extent of the 
concession we’d be wishing to see.  In other words we would like you to 
up the concession because part of the fixed cost has now disappeared into 
operating costs.  Now I am sure Peter will make some more comments 
about that. 
 
I would like to just also comment on the total effect the last five years of 
price rises has had on consumers.  I did some figures and basically with a 
200 kilolitre person the price rise has been of the order of 220% since 
2003/4, if you take the proposed rise that you’re talking for 8/9 into 
account.  That’s quite a significant account amount and I mean that’s what 
you’re talking about in the effect on the customers.  In five years you’re 
proposing that prices for that sort of ordinary person should rise by 220%.  
Now I am not denying that that may be justified on the revenue grounds 
that you have been reviewing all these things on, but I just want to make 
that point that while you’re looking at the revenue that Actew is entitled to 
or it should get, this is really hitting the customer to quite a significant 
extent. 
 
Now the ordinary person may be able to carry that cost, but it really goes 
down to the person on the low income a 220% increases in five years is 
very, very significant and I guess that reflects back into the need for 
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significant concessions for these people on the lower end of the scale.  I 
think that’s all I really have to say.  It is just going back to considering 
what all this means for the person who is on a low income, not just in 
terms of monetary figures, but what it actually means to their loss of their 
income to live on, particularly in relation to concessions and that’s where 
Peter I think wants to put his emphasis. 
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MR SUTHERLAND:  I will just start with the issue of the WAC and the 
network tax.  I understand you’re saying the government is going to 
change the basis of that charging rather than it is your decision? 
 
SENIOR COMMISSIONER:  Well previously it was brought in during - 
the way it was brought into play was - particular the network facilities tax 
- was brought in between decisions by the Commission.  And so to take 
away the need to have to have an urban public inquiry just for the purpose 
of passing that through it was done in a certain way which meant that 
effectively it could be passed through under the determination that was 
then in force.  ...(Indistinct)... need because we could address it as being 
one of the total cost like payroll tax or other taxes and charges and billed 
into the total cost of the business. 
 
MR SUTHERLAND:  I have some problem with that happening.  The 
same reason as the Property Council Association, Peter Jensen’s 
submission says that it’s important for people to be able to see direct taxes 
of that nature - like payroll tax is a very general tax - but the network tax 
and the WAC are both very specific taxes on this utility and on electricity 
and to obscure it into the cost base I think is somewhat unfortunate.  If 
that is the end result of this pricing determination I would hope that Actew 
will continue on its bills to actually make an approximation of the cost of 
those two taxes and inform customers in the bills, just as a voluntary act 
rather than - at the moment they are doing it as a clear pass through 
because it is important that the public knows that those taxes exist and in 
particular that they are alerted to the fact when the taxes increase.  If it is 
hidden in the cost base then it just gets lost in the general background of 
tax increases, budgets and so on. 
 
I think it is well illustrated by the network tax where it came in on 1 July 
last year from memory.  At the time I remember that the Commission 
actually stated that there would be offsetting concessions in the electricity 
area for that tax and I think there was an assumption that that may flow 
through to other utilities.  To the best of my knowledge there has been no 
offsetting increase in concessions for that tax.  I am not sure to what 
extent the government is committed to that, but I believe there were 
government statements that there would be offsetting measures, equity 
measures and they simply haven’t happened and that’s nine or eights 
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months after the commencement of that tax.  It just seems to me that the 
more you bury those sorts of taxes - direct taxes - inside an overall 
operating bill then the usual is just to continue to increase those taxes 
without public awareness of that. 
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So the first thing I would make is that with the network tax there should 
be a pass through of at least part of that tax - that new tax - that 
commenced on 1 July through a new concession system and it hasn’t 
happened for water to my knowledge.   That’s the WAC.  Sorry that was 
the TFT - the WAC is a similar case in that it had a fairly large increase a 
few years ago which was not compensated to my knowledge in the water 
concession, which has actually fallen in value both in actual terms and at 
price adjusted terms because of the restructuring of the tariff.  You have 
made that point quite well in the paper and that is pretty undesirable. 
 
Talking about concessions generally in the water area the point about 
water is that it’s basically a price which passes through to landowners.  
There is only limited pass through to tenants in that the Residential 
Tenancies Act states that the lessor must pay the fixed charges for water 
and sewerage.  So that what passes through to tenants or can pass through 
to tenants is in fact the volumetric charge.  Increasingly, since the 
Residential Tenancies Act was passed in about 1997 that volumetric 
charge for water is being passed through to tenants.  In the old days under 
the old Act the only thing that was passed through was what was called 
the ‘excess water consumption’ and that was very rarely passed through.  
In fact there was a practice in the industry I think that people who got to 
that sort of water consumption level mostly they were very proud of their 
gardens and they wanted their tenants to maintain the garden and therefore 
actually encouraged the tenants to use a lot of water on the garden and not 
part - and that price wasn’t passed through. 
 
Industry practices changed.  Water charges are increasingly being passed 
through to private tenants - the volumetric part of it - so that there is an 
impact there now, but not the full impact of the price.  But public tenants - 
public tenants presently don’t pay water, but I know that the Housing 
Authority is working very hard to try and pass through volumetric charges 
as has already happened in New South Wales.  I suspect it won’t happen 
this year because of the election cycle, but I think we only have to wait 
another year or two to see public water charges being passed through to 
public tenants.  But again I imagine that would be the volumetric charge 
because the Housing Authority is bound by the same broad residential 
tenancy arrangements. 
 
At present water is primarily an issue for owner/occupiers, but is 
increasingly - the volume charge is increasingly becoming relevant to 
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private tenants.  The concession structure is that a concession is passed 
through at the rate of 65% of the fixed charge and the fixed charge is both 
the water supply fee and the sewerage fee.  Under the new proposal I think 
that comes up to about $450 roughly so 65% of 400 will mean a small 
increase in the concession rate, but I think as you point out I don’t think it 
even yet gets back to the original rate before the readjustment of all these 
tariffs. 
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That concession and payment on the supply fees is extremely important 
and what our recommendation would be is to move the concession to 
100% of the fixed charges for sewerage and water or some - and in budget 
realities some intermediate point between one 65% and 100, but 65% is 
too low and it’s also historically anomalous.  I would say 100%, but 
perhaps we may end up with a figure of 80 or something like that, 80%. 
 
Putting the concession on that element of the tariff I think is good policy 
because then you water - then the pricing signals continue for concession 
holders through the volumetric charges.  So I wouldn’t be suggesting that 
the concession passes through to the volumetric element, even though that 
is the only way you can actually assist private tenants.  But I just think 
that we are best off fixing - concentrating on the supply fees and getting it 
to 100% because then low income people - being entitled people - are 
actually paying for what they use in the direct relationship, without - 
someone like an aged pensioner who has a very low usage at the moment 
actually pays a very high cost for water because they have had 35% of the 
supply fee - that’s about $200 before you start - and then they pay about 
$10 for their water - $210.  Probably comes out at $20 a kilolitre for those 
very low consumption aged pensioners and that’s after the concession.  So 
that it is just not equitable really having such high supply fees not 
compensated. 
 
The other major anomaly in the concession structure which I think you 
picked up in your report and we appreciate that is that it applies to pension 
card holders and veterans holders, but it does not apply to healthcare card 
holders and that is appalling equity.  In our experience probably the 
greatest poverty amongst homeowners is probably concentrated in that 
very small group of healthcare cardholders.  It is the group basically on 
Disability Support Pension or more recently on Disability Support Pension 
or Newstart and I think some on Parenting Payment.  Not many of them 
are in owner/occupation, but where they are their income is substantially 
less than that of a pensioner, yet their price structure - they don’t benefit 
from the concession. 
 
The actual concession group for water is an interesting one; it is mostly 
owner/occupiers.  The group which actually falls into the concession 
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group in water is obviously the aged pension group which is quite a large 
group and a smaller group of Disability Support Pensioners under the old 
scheme on a pension card, who own their house because they’re generally 
family intervention.  And the other group - and this is an important group 
from the Council’s point of view - is there are quite a number of sole 
parents, usually female who own their house because that’s the outcome 
of their family settlement, but they often continue with a mortgage cost 
that arises out of the fact the house didn’t have full equity before the 
property separation and these women are living on a sole parent with kids 
and a quite inadequate sole parent income without the capacity to do 
maintenance on the house.  It is a very, very difficult challenge for that 
small group.  Water in particular, but they are concession holders if they 
hold that pension card. 
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As you pointed out and I’d suggest that you perhaps strengthen the 
reference that the creation of better equity in water concessions doesn’t 
have to come at a cost to the budget because in my view - and I think it’s 
the council’s view as well - there is an extremely poorly targeted 
community service obligation in water, which is the 50% volumetric 
concession for schools and churches; illogical, illogical that schools and 
churches should actually get a 50% price reduction on their usage volume.   
 
If there was a public argument, for example, that this is a subsidy to 
ensure that school ovals are maintained then one would have to say that 
concessions shouldn’t be available unless that school oval is available to 
the community and not just the school.  And also if that school possibly - 
it cries out for means testing that concession for a start and it really cries 
out I think for abolition and that the subsidy should actually be an 
education subsidy, rather than a water CSO, except to the extent that the 
water is being used for a community facility.  Which would you contest?  
If the school oval is available to the public and used by the public then 
that could be a justification for a CSO, but at the moment it is not means 
tested and it is not tested for public access and it is simply a - essentially a 
subsidy to private and public education. 
 
Before I move on to tariffs anything I can engage you about concessions? 
 
SENIOR COMMISSIONER:  Let me pick up on this just a little bit.  
From what you’re saying in lots of ways the major part of the concession 
becomes the concession on the wastewater element because it is a fixed 
element. 
 
MR SUTHERLAND:  Down to $85 it’s not much. 
 
SENIOR COMMISSIONER:  That’s right on the water side of it. 
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MR SUTHERLAND:  Sorry I meant to say that which is why I think your 
suggestion about 100% on the water is quite dangerous because that’s 
nothing.  You actually mentioned something about it, “As a fall back 
100% on water”.  The fallback should be 100% on sewerage because if we 
were to have 100% on water and no concession on sewerage then we 
would be back to about $50. 
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SENIOR COMMISSIONER:  If we moved to a situation where - I mean 
Actew has talked about doing some work on this for some time, but in 
actual fact hasn’t.  Now to be fair to this because of data constraints and it 
is not such a big issue I suspect, but in terms of some better form of trade 
waste charging and some adjustment so we didn’t have to rely solely upon 
a fixed charge for waste water, that would change the - - -  
 
MR SUTHERLAND:  Well I’m assuming we are in a five-year price path 
and that will be the next price path and it would be very important to 
address that concession issue as part of the move to volumetric charging 
on sewerage. 
 
SENIOR COMMISSIONER:  But the real issue is the larger part of the 
fixed charge on wastewater and as you say to get that balance right.  
Mr Pearcy to pick up your point earlier on about the impact of - and this 
was just a factual thing - your 200 kilolitre person with their increase.  
Those calculations that you did were they done on just the volumetric 
charge or did you do it on the volumetric fixed - - -  
 
MR PEARCY:  I did it on the whole bill.  
 
SENIOR COMMISSIONER:  On the whole bill? 
 
MR PEARCY:  - - - on page 133 and I suppose I was a bit naughty, but I 
took the seasonal percentage increase or the combined seasonal bill for 
200 litres because I think it is fair enough to say that most people will be 
in that seasonable arrangement; that’s what most people will be in.  Just a 
comment that a number of people will be caught who will be using less 
than the 200 kilolitres per annum, but will pay more because they’re 
seasonal - - -  
 
SENIOR COMMISSIONER:  Because of the daily pricing? 
 
MR PEARCY:  - - - daily pricing and that’s just a comment.  I don’t think 
it reflects too much on the people on the lower incomes because they’re 
generally speaking lower consumption, but it’s just a point. 
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SENIOR COMMISSIONER:  I just wanted to understand where the 
numbers came from.  We touched on this on the way through, on the 
WAC and the networks facilities tax matter it seems that what you were 
saying I wrote down the note that at least you’d like to see as indeed I am 
conscious of the ratepayers have put in their submission as well that those 
costs be identified in some way on the bill or at least so people know that 
the water restriction charge is so much per kilolitre? 
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MR PEARCY:  Yes because it’s such a direct tax or charge - it’s a tax, but 
- so directly related to water price.  It is not in the same class as income 
tax and payroll tax and other input costs. 
 
SENIOR COMMISSIONER:  Leave aside the actual different amount that 
might apply depending on upon how we structure the prices if one had a 
stepped approach, if one had a single price it would be the same amount 
anyhow.  But if one had a stepped approach they’d be slightly different 
and these are allowing for the fixed charges they could be slightly 
different as well because they’re recovering all their costs. 
 
But leaving aside those things for the minute because that’s just 
technicality the network facility tax becomes a little bit more problematic 
and even now the numbers that are put in there and so forth are average 
approximations because really you are comfortable, as long as people can 
see - - -  
 
MR SUTHERLAND:  It has to be put in terms of it is an approximation 
really.  I understand that the effects of the two taxes together is about 
65 cents a kilolitre is that about right?  I would use some sort of rough 
measure like that. 
 
SENIOR COMMISSIONER:  So some sort of information below the - - -  
 
MR SUTHERLAND:  Yes because you can’t give accurate to each 
household because it does depend on the balance for each individual 
supply. 
 
SENIOR COMMISSIONER:  That was the point. 
 
MR SUTHERLAND:  If you take some general - you look at the regulated 
price, you look at the cost of the two taxes, charges divide them by - you 
get the 65 cents and you probably just run that with an explanation that 
it’s an approximation.   
 
SENIOR COMMISSIONER:  I understand. 
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MR SUTHERLAND:  I just think it’s a useful bit of information for the 
community to see. 
 
MR PEARCY:  Can I just say though that although I agree that’s a useful 
bit of information it is still the total bill that the people look at and while 
that might be broken out down the bottom there somewhere it’s what that 
total thing says and unless that somehow or other reflects the change in 
the water pricing then the signal isn’t going to get through as it should and 
in fact only about, by my estimate, just about 50% of the signally gets 
through, if that makes sense. 
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SENIOR COMMISSIONER:  Yes I know what you’re saying yes.  I 
understand the points you’ve made about the concession arrangements and 
the references that you’re posing there in terms of the budgetary impact 
and also the way in which you want that to apply so I think I’m pretty 
clear on that one. 
 
MR SUTHERLAND:  Okay shall we move on to tariffs? 
 
SENIOR COMMISSIONER:  Yes please. 
 
MR SUTHERLAND:  The Council proposed and the Commission 
adopted the move to an inclining block tariff with only one step; I think 
that’s a simplification.  One of the things we want I think is a signal about 
the price of water and we want a higher price for larger users.  I think that 
is equitable.   
 
The Council does see in its client group some families with extremely 
high water usage.  The best example I can think of is generally a family 
with an autistic child and the child spends virtually the whole day under 
the shower just because that’s what keeps the child quiet and the water bill 
is astronomical.  The other case where we see quite large water bills for 
low income people is where there is a pipe problem or a tap problem 
which the person cannot afford to address; they can’t afford the plumber 
that stops the leak and the bills are moving through the thousands of 
dollars.  You see those again. 
 
Those are fairly unusual cases though, by and large with water I think 
lower income people are more - it’s one of the - their using profile is 
generally a bit less, unlike electricity where you could get - it’s actually 
inverse relation to it - with water low income people would tend to be 
lower users and therefore having this upward price structure is actually 
equitable, particularly if you address the supply fee.  I am a little bit 
concerned that the block structure you chose actually ends up with a 20% 
increase at certain points in the early price path and with an average 

.ICRC 14/02/08              
Water and Waste Water    

40



increase of nine.  Sorry I think probably moving to the daily pricing is 
probably in the end the way to go, yet there are pluses and minuses of that, 
but in some households I’ve been told of private tenancy situations where 
the subsequent tenant is actually paying the higher price because of the 
previous tenants' use of water which suddenly you get to. 5 
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But it works both ways there is no easy answer, but daily pricing is 
probably better because then people are getting - the price signal doesn’t 
suddenly become dependent on them making the year.  It’s a bit both way, 
but when you look at the graph on 132 I think you can see in the seasonal 
use area or in both columns at the 100 kilolitre point you have got a 20% 
increase in costs.  That will be somewhat evened out if you are on a 
concession, but it doesn’t seem to be that particularly equitable to have 
that end result.  
 
With tariff structure I am personally - the Council hasn’t yet met so we 
may be able to confirm this next week when we put a submission in, but I 
think there is quite a good argument for some level of lifelong tariff.  Now 
we’re actually taking an approach whereby that first block is actually 
almost like a subsided block.  Now it’s sort of implicit there in the prices - 
if it’s 175 or 350 isn’t it?  You are doing that in fact, but I think there may 
be room for doing that even a little bit more aggressively so that the basic 
needs of the household are met fairly cheaply, particularly in a concession 
household because you are getting a subsidy of a fixed fee and then once 
you move past that lifeline amount you then move into basically a 
standard pricing regime. 
 
Actew talked about that - the first study in 100 kilolitres.  I would say 
that’s a bit low.  In our submission we were pretty general about a range 
between 100 and 250, but it seems to me that you probably should be 
modelling around about the 150 to 200 mark; perhaps modelling those two 
and seeing what it looks like.  I would be recommending to perhaps try to 
get that first block just that bit cheaper and try to move out from these 
impacts - 20% impacts - try to model it so it looks like a more standard 
...(indistinct).... 
 
It’s a bit difficult when you’ve got sharp tax and sharp blocks, but that’s 
the way it is. 
 
SENIOR COMMISSIONER:  Pardon if I just come in there.  Part of the 
reason for those outcomes the dramatic reductions that we made in the 
fixed charges last time around and some of the balancing up effects are 
flowing through, but we’ll take on board and look at your point. 
 
MR SUTHERLAND: Yes, but I would be suggesting that the right range 
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is 150 to 200 range, not as low as 100.  And really the cheaper you can get 
that then the better.  It’s a reward for frugality and we can actually deal 
with those low-income high usage, high kind of individual case managed 
cases.  They’re not an enormously large group.  The come to attention 
pretty quickly when you get $500,000 water bills in the quarter and they 
can be dealt with on a case management basis by the council. 
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For example, we can intervene and arrange for a plumber to go to the 
house and fix the leak through our West program.  With the autistic 
children we basically write off a lot of usage costs.  As long as we’re 
generally satisfied that that’s the reason for the high usage and not simply 
- there is the other problem of course is in households with very large 
families.  It’s not uncommon in Aboriginal households to see quite high 
water bills that are related to very high hot water usage.  So many people 
are using the showers basically.  But again you can pick those up through 
the Council and deal with it on an individual case management basis, 
rather than having to distort the tariff structure to protect families, that 
particular group. 
 
The five-year issue it is all very commendable to try and have a CPI 
approach to the five years, but price shocks I think could be too large at 
the end of the five years, which is more or less the point Bill made.  I 
think that setting that as a parameter is great, but I think we’ve got to have 
both pass throughs - intelligent pass throughs.  We already know about the 
pass throughs related to drought or the other pass throughs related to 
additional capital expenditure if it becomes necessary.  But we also I think 
we need to have the flexibility to be able to do those price adjustments as 
happened with the network tax.  The Council supported the interim - you 
called for an earlier pass through; I did a short inquiry process.  We 
supported that because we didn’t want the network tax to suddenly impact 
at 1 July 2008, rather than when it started about a year ago. 
 
I think you need to have that flexibility over the next five years, 
particularly because like what you said is correct there are some very big 
unknowns about energy pricing and energy pricing does flow through the 
water pricing, not so much in the territory, but in South Australia energy - 
the Water Corporation is the largest user of energy in the state.  Now we 
don’t have the same pumping issues here it’s at the height of our 
catchments luckily, but it’s still necessarily significant so we’ll see energy 
prices ...(indistinct)... and of course God knows what’s going to happen to 
water over the next five years and water policy generally.   
 
So I think we need to have flexibility to reopen those in a public 
transparent way.  That’s why I’m not necessarily though - I haven’t heard 
the proposal about linking it to dams I don’t think that’s absolutely 
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necessary, but there does need to be a responsive accountable process of 
dealing with price effects over the next five years. 
 
MR PEARCY:  Perhaps I might just make one point also that for low 
income people these proposed increases in water come on top of large 
increases in costs of electricity and other petrol and so forth and so on.  So 
while I understand the Commission’s position in relation to revenue for 
Actew I just reflect back about the social impact that this - what’s 
proposed is a large increase on top of other large increases, which people 
are facing and people particularly suffering mortgage stress. 
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We don’t deal - well we deal with a number of those people who come to 
us because they’re in a financial crunch and this will simply be another 
additional cost to them, significant cost. 
 
SENIOR COMMISSIONER:  And on that ground you’d support a 
smoothing of any price effect rather than a one off and then base and 
maintain a real constant price? 
 
MR PEARCY:  Well avoidance of price shocks is really what I’m talking 
about. 
 
MR SUTHERLAND:  The final thing I want to get to is there was a 
reference to smart meters.  I might just start back a bit from that and that is 
that I don’t think our community should return to the old days where 
water is essentially - it’s a garden city and you should put as much water 
on the lawn as you want.  I remember walking through Alice Springs last 
year and there was a garden there, English grass green, and sprinklers 
going in the middle of the day.  It just looked ridiculous I don’t think we 
need - we don’t have to have that sort of garden city, but we do need to 
have a reliable water supply.  We want our ovals to be safe to play on, 
people do want gardens and there is a movement already towards more 
drought affected gardens and so on. 
 
There is a lot to be said for addressing some of these challenges through 
reuse rather than simply continuing to construct dams as the solution.  The 
implementation of the permanent conservation measures is a good 
measure and that’s where our society - this city - needs to be going.  
Intelligent use of water and particularly investment in reuse, grey water 
for garden use and ovals.  And to some extent people in our community 
want to have and are quite entitled to have nice gardens.  They really need 
to be looking at the investment in grey water recycling in their own house 
and contributing that way to the gardens as well as rather than simply 
expecting it to be more sprinkled out of or paid for by the community.  
That would be my approach.   
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We are an inland city and we need to I think have a water usage that more 
or less reflects that.  The smart meter mentioned was actually about - I 
think you mentioned it in the context of introducing it as trading - - -  
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SENIOR COMMISSIONER:  We mentioned it in that context, but they’re 
talking about smart metering to address other issues as well such as 
actually time of use or day of use - - -  
 
MR SUTHERLAND:  The smart meter case for electricity in Canberra is 
very poor.  The cost benefit doesn’t stack up either environmentally or in 
financial terms.  That’s coming out of the current studies. 
 
With water the major cost benefit out of smart meters in electricity is of 
course the reduction in metre reading charges and that would probably be 
the same for water.  In house displays - you have to have - in a sense to 
really affect consumer behaviour with smart meters you have to go to the 
next step and have in house displays, which adds an even further cost.  
The science of the effectiveness as a conservation measure is not strongly 
developed.  It sounds extremely good it feels good, but the science is not 
well demonstrated. 
 
The other thing is that the current technology on smart meters that one of 
the problems with the smart meter roll out on electricity is that the 
technology really is in supplying the bandwidth that is required for proper 
smart meter operation and they are getting into terrible trouble trying to 
squeeze a smart meter solution through an inadequate bandwidth.  
Essentially they have been forced to look at radio mesh in Victoria, which 
is a very expensive technology.  Basically trying to do it down the 
electricity lines don’t work it’s just not the bandwidth in the city.  Trying 
to get too much data up and down; this time of use really implies almost 
half-hour blocks, shifting data all the time. 
 
I think the technology will improve and in a couple of years time smart 
meters will become more feasible because if the full broadband roll out 
happens in Australia which this current government is committed to that 
will probably provide a platform for that smart meter technology.  So it is 
not something to rush at.  Demonstration projects yes, but you need to 
really check the science at this point of the technology and I think we will 
get much better savings out of grey water reuse in households and grey 
water recycling in the community, Fyshwick, North Canberra all those 
things; there is lots of gain there compared with the massive investment in 
smart meters and what may in the end not be particularly useful time 
abuse games.  Because water for time of use is not really very relevant, 
it’s actually totality abuse that’s most important for water.  We have Dams 
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up on the top of the hill to even out day by day. 
 
SENIOR COMMISSIONER:  I think at this stage - I mean, ACTEW’s - 
what they’re proposing in fact is a pilot to sort of test out some of - 
exactly these points that you’re raising, which are all - - - 5 

10 

15 

20 

25 

30 

35 

40 

45 

 
MR SUTHERLAND:  I think they’ll find, you know, at this stage the 
savings are primarily in the meter reading. 
 
SENIOR COMMISSIONER:  Yes, fair enough. 
 
MR SUTHERLAND:  I think that’s about all, so, if you’ve got any other 
questions? 
 
SENIOR COMMISSIONER:  No, I don’t think so.  I think - I understand 
you sort of pointed out some of the five year and the shock impact and 
also the impact of, obviously, of price adjustments on low income people, 
we’ve talked about the - and the cumulative effect that that’s had and 
you’ve picked up a couple of times.  The issue of where one might have a 
change in the block tariff, looking at the issue of 150 to 200 kilolitres, you 
know, we’ve gone through all of these things, but we’ll look through those 
things - - - 
 
MR SUTHERLAND:  And perhaps just running a model through at $1.50 
or $1.20. 
 
SENIOR COMMISSIONER:  Yes, happy to do those sorts of things and 
look through them again, particularly as we get updates on the other 
numbers and so forth on the bottom mix and so, that’s fine.  No, I think 
that’s all.  Is there anything else there?  Listen, thank you very, very much, 
I look forward to actually getting that submission from you, which will be 
then public, we’ll put it on the website so other people can obtain copies.  
Thank you. 
 
Now, we’ve got the O’Malley Park Executive Committee.  Okay, so, we 
welcome representatives from the O’Malley Park Executive Committee.  
What I’ll get you to do, please, is just introduce yourself for purposes of 
the recording and then I’ll - you have a presentation you wish to make, so, 
we’ll throw you and then take the opportunity to take some questions.  
Thank you very much. 
 
MS VIDLER:  Thanks, Commissioner Baxter.  My name is Suzanne 
Vidler and I’m a member of the Executive Committee of the O’Malley 
Park Owners Corporation and I have beside me - - - 
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MS GERUSSI:  I’m Marisa Gerussi, spelt like that, and I’m the chair of 
the O’Malley Park Executive Committee. 
 
MS VIDLER:  Thank you for the opportunity to speak and present some 
of the issues that concern us at this public hearing.  As I’ve said, we’re 
appearing on behalf of the Executive Committee members of an owners 
corporation and this owners corporation consists of the owners of 35 
freestanding townhouses.  We are in strata title complex, which must 
operate under the provisions of the Unit Titles Act 2001.  We’re also - our 
corporation is one of possibly, as I understand 4,000 strata titles in the 
ACT.  That is an enormous explosion in the number of unit title 
developments and it brings with it, in our view, a number of issues that we 
want to raise today. 
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Our presentation is based on a number of concerns regarding the approach 
of a publicly owned utility, which is to deliver water and pricing - water 
pricing to ACT customers.  And in our submission and today we made no 
reference to sewage issues at all, it’s about domestic water consumption.  
And in our case, we will also refer to ACTEW’s case to the Commission 
regarding water pricing and units and structure to commence on 1 July 
2008 for a defined period beyond that.  And we question a number of 
issues in the ACTEW case, as they have affected us and may affect us. 
 
By way of background, I’ll make some comment, then we wish to talk 
about the tier and the price structure and the tariffs that pertained to there.  
We also want to talk about the - ACTEW’s objectives in this public 
endeavour.  We wish to as well speak about incentives and the issue of 
demand and supply.   
 
There’s only one water meter on our property, 35 houses, you know, 
freestanding houses, each has a small garden, a courtyard garden, and 
there are extensive landscaped gardens as well in the property.  We also 
believe that this issue of meters in unit title properties such as ours must 
be addressed and addressed promptly.  Whether those are individual 
accumulation meters, as I understand they’re referred to within a 
household, as a guide to consumers within the household or whether they 
are meters for each of the properties within that complex.   
 
We’ve kept extensive records on our consumption and our water bills and 
we have some information which the public members attending today may 
also be interested in.  Our records have been examined and presented by 
us to the Commission and cover the last six years, a period which included 
the introduction of mandatory water restrictions and permanent water 
conservation measures. Also, obviously included the drought and the 
bushfire impacts. 
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Our water account has increased 87% over five years despite the fact that 
the executive has been remarkably successful in reducing our 
consumption by 35%.  In 2001, for these 35 households and our gardens, 
our bill was $16,000, we consumed - - - 5 
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MS GERUSSI:  And that’s without restrictions. 
 
MS VIDLER:  Without restrictions, that’s right, before that period.  
20,000 kilolitres.  By 2006/07, our water bill was $26,000 for 13,000 
kilolitres.  Now, we’re anticipating that our water account for next year, 
for 2007/08 and beyond will be in the region of $34,000 - - - 
 
MS GERUSSI:  As long as we maintain our current reduced consumption. 
 
MS VIDLER:  And I have on my hand the sort of techniques we have 
adopted.  We have had comprehensive newsletters and encouragement to 
our owners to use water wisely and responsibly. 
 
MS GERUSSI:  This will mean that this coming year, we will have - our 
water bill will effectively be over 100% on five years ago.  And, again, 
maintaining that reduced consumption, which we will talk a bit further 
about our questioning about the need for further price rises given that 35 
households in a strata title show that ActewAGL - ACTEW, I should say, 
has received an extraordinary increase in revenue if our case is in fact - 
our example is in fact able to be used as an example of other customer - 
consumer behaviour.   
 
So, that one begins - this is the beginning of our case of questioning 
whether ACTEW really does need to raise more revenue as it must already 
have been receiving considerable amount of extra dollars.  Sorry, 
Suzanne. 
 
MS VIDLER:  That’s all right.  In terms of the tiers, we heard some of the 
comments of the previous presenters, but we note that the - not only has 
the kilolitre allowance, as it used to be called, been reduced from 225 
kilolitres to 100, we’ve now got a three tier system and the unit price for 
the first tier has risen by 100% and in the second tier by, as we calculate, 
58% and the third tier is now three times the cost per kilolitre of the first 
tier.  So, the tiers, the amounts in the tiers and the price per unit of 
kilolitres is something of great concern to us and we feel isn’t defended by 
the evidence that we have read in the submissions or in the Commission’s 
draft decision and in report 11. 
 
Most households now are forced to pay not only for the rise in the first 
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two tiers, but an exorbitant third tier increase.  Obviously, I would 
understand that many people know that we’ve got extraordinarily high 
prices for water if we compared them to other parts of Australia.  And the 
challenges of water supply and pricing are challenges faced by other 
authorities, obviously without the necessity for the kind of price increase 
that we’ve experienced in the ACT over the past 27 years.  Every year the 
base unit price has increased. 
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MS GERUSSI:  And more recently in double-digit numbers and several 
times the rate of CPI.  So, we get to the point where we’re questioning the 
objectives for ACTEW.  We have looked at reports, your report, draft 
report and we do note that you’ve noted that there seems to be some 
contradictions in ACTEW’s intentions, or inconsistencies.  Our case is 
based on the global objective that ACT consumers are concerned to have 
security of water and ACT consumers do understand that there are 
consequences of drought and that ACT consumers do understand that one 
way or another, we need to use water less. 
 
At the same time, we do understand that ACTEW needs to project into the 
future and that there is a need to invest in infrastructure projects.  
However, other water utility authorities in Australia have faced the same 
challenges and they don’t use the same blunt instruments in order to meet 
those challenges.  The blunt instrument that I’m referring to, of course, is 
just simply using price rises.  We also question ACTEW’s objectives 
about being serious about getting consumers to change their water use 
behaviour.   
 
MS VIDLER:  And this brings us to the second theme about a dubious 
argument which we see as underpinning these proposals or these 
applications to increase water prices in the ACT.  If you make it expensive 
enough, they’ll stop using it.  Now, that’s the message that many of my 
friends, we’ll even discuss last night, we see that there’s a real lack of 
incentives, of real incentives to reduce demand.  If we have a finite or an 
unreliable supply of water, we must change what’s happening in the town.  
And we see that many of the attempts in our judgement of ACTEW to use 
water more wisely or conservatively are largely those of a public 
information program, bookmarks, workshops, ads in the paper everyday 
for the last week, free raffle tickets, water tips, I mean these are not 
incentives. 
 
MS GERUSSI:  Nor are they rewards. 
 
MS VIDLER:  Nor are they rewards.  And so there is no reward, there’s 
been no reward for us and no reward for us for having reduced our 
consumption to that extent.  There’s been no reward.  So, we really - we 
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know, and I know the Commission knows and ACTEW is aware that there 
are other agencies that have real rewards that change behaviour.  Look at 
Sydney Water, Yarra Valley, Austin Texas as we remarked in our 
submission, Toowoomba, where their incentives of the - and rebates, 
where people see that if we go - I mean, I looked at - - - 5 
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MS GERUSSI:  I mean, if you take our case alone, we’ve reduced our 
consumption by 35%.  We believe representing 35 households that there 
still may be ways in which we could reduce that consumption further.  
However, there is a limit.  Unless, of course, we end up in a Goulburn 
situation.  We’re not there yet, we’re at level 3, there is still water in the 
tank even though everyone is concerned about the fact that it’s not very 
much.  So, the question has to remain, what is it that we need to do in 
order to help people be even more frugal with their water use.  Those 
kinds of things are not coming out of ACTEW at the moment.   
 
The information workshops, well, there’s a few coming up this month and 
then what?  The incentives and rewards and even the information and 
education program is really very much some tactics that are implemented 
in a very ad hoc way.  There is no rationale and there’s no consistency.  
We’ve read extensively on what the elements are for real and lasting 
behavioural change and in fact I would encourage people to just read one 
reference, which is Mackenzie Moore who visits Australia quite often and 
deals with environmental behaviour change.   
 
He - in our submission we quoted one from his text which simply says, 
“Behavioural change rarely occurs as a result of simply providing 
information.  However, it is most effectively achieved through initiatives 
delivered at the community level, which focus on removing barriers to an 
activity whilst simultaneously enhancing the activity’s benefits.”  So, what 
is the barrier to people reducing further their water consumption and what 
is the benefit of doing so?  Those two issues are not being strategically 
and effectively being addressed. 
 
It also does not follow, going back to the quote that we used from the 
CEO of ACTEW, if you make it expensive enough they’ll stop using it, it 
does not follow that price alone will stop people - will change people’s 
behaviour.  If it did follow, the police would be very happy because all 
you’d have to do is raise your speeding fines to the level of - to, you 
know, higher and higher each year and so would the parking inspectors, if 
parking fines were high enough, does that mean people will still - will 
make sure that they don’t get a fine?  Similarly, with the great social 
health issues, alcohol and cigarettes, if you make those expensive enough 
does that mean that people won’t get drunk and that people will stop 
smoking?  It does not follow that price will affect behaviour. 
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Our belief is that the key principles in behaviour change are to first of all 
really do understand what the critical attitude and linkages are to wise 
water behaviour, uncovering the barriers and benefits of adopting - of 
adoption, generating community commitment.  Now, there’s latent 
commitment, but it’s not harnessed.  Using gentle and constant prompting, 
building community norms for sustainable behaviour, creating effective 
messages, which is other than, “Think water, act water.”  Now, that 
message, no one that I know of, including myself, could understand.  Or 
“Water to water”, that is another message that is rather challenging. 

5 

10 

15 

20 

25 

30 

35 

40 

45 

 
Enhancing motivation to act through incentives is a key thing, removing 
external barriers and dealing with resistance, understanding where are the 
resistance points, if ACTEW is really genuinely trying to get us to use less 
water, and designing and testing all elements of the above programs.  
That, to me, is an appropriate way of achieving longstanding behaviour 
change.   
 
MS VIDLER:  And then having reduced the water, what happens next 
year?  We get stung.  We feel that there are a number of mixed metaphors 
in the messages that we’re hearing from ACTEW and we wonder about 
the rationalisation of the corporate strategy to expand the corporation and 
it’s profits vis-à-vis the CSO, the community service obligations of one of 
life’s essentials in delivery.  Reference was made in the report number 11, 
I believe, I may be in error there, about the returns on the investment at a 
commercially acceptable level.   
 
Now, that’s really quite horrifying to a tax payer and a rate payer when we 
have had a sale of publicly owned - well, we’ve got a public asset, a 
corporation providing a public utility such as water and needs something 
like a return on investments such as banks might have.  I think that has 
been rebutted to some extent in the Commission’s draft decision report, 
but I’m not certain of that.  I mean, the growth of a corporation, really, I 
don’t know how convincing that is to the wider public or to those who 
may not be aware of what’s really, maybe underway in this town.   
 
It’s a public utilities resource provider and this isn’t, it seems to us, those 
sorts of claims to raise water prices, delivery prices because, you know, 
the corporation needs to expand it’s business activities is somewhat 
dubious and it’s hardly logical and in our view defensible.  The taxpayer 
owns the resource, we thought, and the infrastructure.  Would you like to 
summarise? 
 
MS GERUSSI:  Yes.  And the principle issue here is water security, water 
security, water security.  In summary, our case really is that we believe 
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that the claim for increases - the claim that increases are required because 
people are using less water is fallacious.  A claim that ACTEW needs to 
revalue its assets has not been convincingly defended.  The claim that 
ACTEW needs more money to build new infrastructure cannot be justified 
given that we believe that they have had increased revenue over recent 
years.  ACTEW has not presented a credible argument for raising water 
prices yet again, when we already pay the highest charges for water in 
Australia.  
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And we, finally, have a couple of questions about what is happening to the 
millions of dollars for water resource management projects announced by 
the Commonwealth Government.  Is the ACT or has ACTEW applied for 
some of that money?  And there was another question and I’ve forgotten 
it. 
 
MS VIDLER:  We might leave it there. 
 
MS GERUSSI:  We might leave it there. 
 
MS VIDLER:  Yes, thank you. 
 
SENIOR COMMISSIONER:  Good.  Thank you very, very much.  The 
processes you have out at O’Malley Park there, you’ve got these 35 
freestanding townhouses, at the moment you, under the body corporate 
arrangement, those costs and so forth for water are shared amongst the 
particular - - - 
 
MS GERUSSI:  Yes, it’s part of our levy system. 
 
SENIOR COMMISSIONER:  Yes, that’s right, yes.  And then what you’d 
be arguing is - - - 
 
MS GERUSSI:  And in that sense we’re not unusual from the 4,000odd 
other strata titles. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS VIDLER:  Yes. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS VIDLER:  That have one meter for the - yes, yes. 
 
SENIOR COMMISSIONER:  Yes, yes.  I understand what you’d be 
arguing for would be - it’d be better for an individual from a perspective 
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to have individual meters or something that - - - 
 
MS GERUSSI:  Well, ideally, yes.  I mean, when these were built, water 
scarcity was not on the horizon.  
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SENIOR COMMISSIONER:  Yes, yes. 
 
MS VIDLER:  94. 
 
MS GERUSSI:  As well as the way that the gardens and the common 
property was laid out. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS GERUSSI:  Those - so, we have a legacy that we need to maintain. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS GERUSSI:  Because as a committee, we’re obliged to maintain the 
asset. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS GERUSSI:  But to retrofit the complex, would mean that each owner 
would be up for thousands of dollars. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS GERUSSI:  What we omitted to put in our submission to you is that 
over the last six years, because we were so concerned to maintain and 
reduce our water consumption, the owners corporation has invested 
heavily in reorganising our irrigation system and that has been quite a 
substantial sum of money. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS GERUSSI:  We’ve done it in tandem with applying for exemptions to 
ACTEW.  We’ve in fact helped ACTEW understand the difficulties that 
stem from blanket restrictions on the body corporate, the body corporates.  
And so we’ve invested quite heavily out of our levy system in trying to 
find every single way to reduce. 
 
SENIOR COMMISSIONER:  Save water, yes. 
 
MS GERUSSI:  We plan, also, to talk to ACTEW to see if we could 
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become a pilot either for their metering systems or indeed a pilot for using 
non potable water, but again, we believe that having invested substantial, 
like $20,000 in retrofitting all the irrigation systems, we believe that 
ACTEW should come to the party if in trying to work out how we can use 
non potable water for our garden, common property gardens and perhaps 
even extend it to the gardens of the 35 owners.  But that would, in our 
view, require another investment in infrastructure of about 10 to $15,000.   
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So, we are actually genuine in trying to reduce, but there are issues that 
relate to strata titles and I don’t believe that because of the history that the 
owners should be continuously having to pay these huge amounts of 
money in order to do what is required of us and that is reduce water - 
water use. 
 
SENIOR COMMISSIONER:  You’ve talked about sort of the increase in 
costs and so forth and appreciate the water reduction and so forth and 
you’ve quoted some numbers there.  Did you look at those numbers 
having taken out the effect of the increase of the water extraction charge, 
which was a Government charge? 
 
MS VIDLER:  No, it’s - - - 
 
MS GERUSSI:  It’s hard to establish what - - - 
 
MS VIDLER:  Yes.  What it is. 
 
MS GERUSSI:  - - - what it is on our - - - 
 
SENIOR COMMISSIONER:  Well, it’s shown simply on your account at 
the moment, but it might be worth looking at that to see to what  
extent - - - 
 
MS GERUSSI:  We will, but we were really - also, a lot of our 
percentages are based on - we’ve given you total figures that we’ve paid 
for our water bill, but the percentages also that are based on the advertised 
kilolitre costs, that’s on the ACTEW site. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS VIDLER:  Yes, the price per kilolitre. 
 
MS GERUSSI:  So, we’ve done both. 
 
SENIOR COMMISSIONER:  Yes.  Yes. 
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MS GERUSSI:  But nevertheless, we can establish by just analysing the 
tier and the costs for each tier how much that’s gone up. 
 
SENIOR COMMISSIONER:  Yes.  Yes. 
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MS GERUSSI:  And that seems to be reflected in our account as well. 
 
SENIOR COMMISSIONER:  Yes, well, again, it’s partly reflecting the 
Government’s move to sort of increase the water extraction charge over 
which I have no control, neither does ACTEW actually - - - 
 
MS VIDLER:  Yes. 
 
SENIOR COMMISSIONER:  - - - in terms of that number. 
 
MS VIDLER:  Yes, it’s the Government. 
 
SENIOR COMMISSIONER:  And it is a matter of some debate. 
 
MS GERUSSI:  Yes.  Of course. 
 
MS VIDLER:  Yes, I mean, the 60million per annum over the past three 
years return to Government plus the collection of this, I mean, rubs a little 
bit. 
 
MS GERUSSI:  But, you know, we still feel that be it ACTEW, be it 
Government, that it is quite ridiculous that simply because we’re in the 
ACT that we’re paying extraordinarily more than any other consumer in 
an inland or indeed coastal place. 
 
SENIOR COMMISSIONER:  Yes.  Yes.  The - you talked about sort of 
the three tiers and so forth, in fact the proposal we have on the table at the 
moment effectively has got sort of, you know, sort of one step so you’ve 
got up to 200 kilolitres and sort of above that. 
 
MS GERUSSI:  We’ve noticed that and I think that that’s partially 
addressing our concerns.  Yes. 
 
SENIOR COMMISSIONER:  It may or may not because the sort of - - - 
 
MS VIDLER:  Yes, we’d have to do the sums. 
 
SENIOR COMMISSIONER:  You’ll have to do the sums, but given the 
fact you’re going through one meter that’s going to sort of have a - a large 
impact, I suspect, in terms of what’s happening.   
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MS VIDLER:  Yes. 
 
SENIOR COMMISSIONER:  But, you know, one of the issues which 
you’ve raised is the - is the issue of water prices going up, but if you leave 
aside the water extraction charge and some of these other things, water 
prices going up despite reductions in, you know, part of the reasoning for - 
part of this is an outcome of the way in which we determined the prices 
last time in the sense that we determine them based upon a volume of 
water that the community was going to be consuming - - - 
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MS GERUSSI:  Yes.  Yes. 
 
SENIOR COMMISSIONER:  - - - which was higher than actually turned 
out to be because the drought was much worse than we all anticipated.  
 
MS GERUSSI:  Yes. 
 
SENIOR COMMISSIONER:  And that’s been part of the problem.  And 
one of the things that ACTEW has proposed to us now is that we change 
the way we do that effectively by using what they’re calling drought 
pricing, but effectively setting out in advance what we think the prices 
will be, in fact setting the prices, going forward based upon the modelling 
of what we think the volumes might be over a period of time and those 
prices went just up as the dam levels fall and theoretically, well, and in 
practice, they actually go down as the dam levels fill up as well,  
which - - - 
 
MS GERUSSI:  As long as tier 1 is acknowledged as being your basic 
need. 
 
SENIOR COMMISSIONER:  Yes, yes, yes. 
 
MS VIDLER:  Yes. 
 
MS GERUSSI:  Otherwise I do think that it’s inequitable and also defies 
that incentive and reward issue. 
 
SENIOR COMMISSIONER:  This, and I appreciate the incentive reward 
issue because it is a concern as to sort of, you know, what happens, but 
you made the point along the way, it was part of the cost that is passed 
through by way of revenue that ACTEW collects is the cost of capital 
works that they are putting in there to provide greater security of supply.  
The initial, you know, Cotter to Googong pumping station, the initial 
facility at Stromlo, the proposal now for the Cotter Dam well, the angle 
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crossing and so forth - - - 
 
MS GERUSSI:  Yes, we’ve noticed those. 
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SENIOR COMMISSIONER:  - - - all of which are feeding in to sort of the 
prices that - and the revenue requirements that they have.  Now, you were 
suggesting that sort of, you know, that ACTEW should just fund that out 
of somewhere in terms of their capital expenditure. 
 
MS GERUSSI:  Well, you know, we’ve done a fair amount of research, 
but we haven’t looked into recent couple of months how other utilities are 
doing that. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS GERUSSI:  Because we are not alone in having to invest in capital 
infrastructure in order to maintain a better drought proof, I suppose, in 
order to drought proof the Canberra community a little better. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS GERUSSI:  So, I can’t give you an answer to that. 
 
SENIOR COMMISSIONER:  Yes, fair enough. 
 
MS GERUSSI:  All I am saying is that that is the only place that I’ve seen 
a direct correlation between that infrastructure expenditure and charge 
back to the tax payer. 
 
SENIOR COMMISSIONER:  No, it applies in other places as well.  It’s 
the way it works.  The difference in the prices - - - 
 
MS GERUSSI:  Well, then I would say, you know, I would question the 
levels of the pricing costs given that we are, you know, being charged 
higher prices than anyone - anywhere else in Australia. 
 
SENIOR COMMISSIONER:  Yes.  But that’s why I say you need to look 
at the water extraction charge component - - - 
 
MS GERUSSI:  Yes. 
 
SENIOR COMMISSIONER:  - - - which is quite a large component in 
that - - - 
 
MS GERUSSI:  Well, perhaps the Government needs to look at that and 
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perhaps ACTEW needs to look at that, but - and talk to Government about 
it. 
 
SENIOR COMMISSIONER:  Yes. 

5 

10 

15 

20 

25 

30 

35 

40 

45 

 
MS GERUSSI:  But it seems to me that this is just a backward way of 
perhaps raising taxes, I don’t know. 
 
MS VIDLER:  And it does talk about a tax, doesn’t it?  One’s called a 
network tax. 
 
MS GERUSSI:  Yes. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS GERUSSI:  And, you know, that might be fine, but it is inequitable 
and should be dealt with. 
 
SENIOR COMMISSIONER:  Yes.  Yes.  Again, it’s not something that 
the Commission has got any control over, in one sense - - - 
 
MS GERUSSI:  No.  But you can report on - - - 
 
SENIOR COMMISSIONER:  - - - ACTEW hasn’t either, you know, and 
you did make the point and I take your point, I’m not - I just want to make 
sure that we understand what we’re saying. 
 
MS GERUSSI:  Yes. 
 
SENIOR COMMISSIONER:  The - water security is the principle issue I 
think you said on the way through there and indeed I think people are 
recognising that’s sort of what it’s all about.  The - I guess the issue for 
the Commission is to try and sort of, you know, sort of address how best 
to address this issue of not possibly sending perverse signals to people in 
terms of their reductions in consumption and how they might see prices 
sort of behave after that and that’s one of the things we’re grappling with 
and endeavouring to - - - 
 
MS GERUSSI:  And it can be done, I’ve done a fair amount of research 
into behaviour change and getting communities to accept responsibility, 
but the blunt way that ACTEW is going about it’s business where it just 
makes a declaration is not the way to achieve community buy in. 
 
SENIOR COMMISSIONER:  Yet there’s been quite large reductions in 
consumption over recent years, I mean, bear in mind they have been 
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reinforced by restrictions and the like - - - 
 
MS GERUSSI:  Yes. 
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SENIOR COMMISSIONER:  - - - but the reality is that - - - 
 
MS GERUSSI:  But they were frightened.  The community was very, very 
concerned and therefore did the right thing.  Managing and maintaining 
that behaviour is then - and we’ve noticed it, you know, we notice that 
over 35 that we’ve got perhaps a little pilot group, if you like. 
 
SENIOR COMMISSIONER:  Yes, yes, yes. 
 
MS GERUSSI:  And that’s where we’ve had to, you know, maintain 
information going out, maintain community discussion. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS GERUSSI:  The other thing that our group is a little bit different and 
that is we have communal responsibility about how much our levies are 
going to cost.  And so we, I suppose, have a much closer relationship with 
the users than most others.  Where we don’t have any traction is that nine 
of those townhouses are tenanted by diplomatic - - - 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MS VIDLER:  The staff of diplomatic offices, yes. 
 
MS GERUSSI:  - - - staff and so there is a, you know - - - 
 
MS VIDLER:  There’s a breakdown in the communication, yes, there is. 
 
MS GERUSSI:  - - - there’s a breakdown there. 
 
SENIOR COMMISSIONER:  I understand, I understand.  But let me - - - 
 
MS GERUSSI:  And there’s no relevance or benefit. 
 
SENIOR COMMISSIONER:  Let me say to you, I’ll ask you, having 
expended 20,000 I think you said or 25 or something - - - 
 
MS GERUSSI:  30. 
 
SENIOR COMMISSIONER:  - - - like 30 on this, you know, redoing of 
your watering systems and other bits and pieces to save water, I mean, 
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you’re not about to sort of change back from that should water become 
more readily available? 
 
MS VIDLER:  We can’t by law.  We have to have drippers.  We’ve got to 
have drippers. 5 
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SENIOR COMMISSIONER:  No, but if water was to become more 
available and those sorts of things. 
 
MS GERUSSI:  We probably would not. 
 
SENIOR COMMISSIONER:  You probably would - - - 
 
MS GERUSSI:  Because it would be extra expense yet again. 
 
SENIOR COMMISSIONER:  The point I’m coming to is that using, as 
you said, using yourself as a sort of little sort of pilot example, to what 
extent do you think that’s sort of replicated elsewhere around the 
community as you look at housing as you look at sort of what’s happening 
in people’s gardens and that have been driven by a number of these 
programs, have they created the change? 
 
MS GERUSSI:  I think the difference here is that our committee is very 
active and very conscious and so we pass on that consciousness to the rest 
of the community.  Some - there’s a few that are equally as conscientious 
and have put in bladders and water tanks and things where they can fit 
them in, which is a big problem. 
 
SENIOR COMMISSIONER:  Yes, yes, physical limitation. 
 
MS GERUSSI:  In - there’s probably 30 of the 35 would find it hard to 
find where to put out a water tank. 
 
SENIOR COMMISSIONER:  Yes.  Yes. 
 
MS GERUSSI:  I think that that’s what makes us slightly unusual and you 
will find pockets around Canberra of people equally concerned 
intellectually about the environment and they would be your, probably 
early adopters, the people that really do do their research and go that extra 
mile.  And then through their influence on their friends they probably 
bring them along as we have in this little pilot project.  I know that other 
acquaintances have literally gone by the letter of the law, we can’t water 
today, we won’t water.  And this is - but we can water every second day, 
so, we’ll water every second day.  And you need to get beyond that.  You 
need to get to understand that - do you really need to water is the question 
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they should be asked. 
 
SENIOR COMMISSIONER:  Yes, yes, sure. 
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MS GERUSSI:  So, I think that if you raised the restrictions, I think you 
will find what happened in - was it two years ago? 
 
MS VIDLER:  In March, yes. 
 
MS GERUSSI:  Where restrictions were lifted from stage 3 to stage 1? 
 
MS VIDLER:  Back to two in March. 
 
SENIOR COMMISSIONER:  Two, that’s right, yes. 
 
MS VIDLER:  A month before and there was a - - - 
 
MS GERUSSI:  And I think that you saw even though the weather was 
extremely mild compared to the summer weather, you had a huge uptake. 
 
MS VIDLER:  Waste. 
 
MS GERUSSI:  So, what you would like to achieve what Goulburn 
achieved and that is that the entire community became concerned.  And it 
would seem then that would relieve, whilst some infrastructure projects 
will still be needed, it may be that the number of and the costs may in fact 
be less because people will continue to be less wasteful even if there are 
no restrictions. 
 
MS VIDLER:  Or at the least, the rate of price increase will tend to flatten 
out rather than move as steeply as it’s mooted to for the next period. 
 
SENIOR COMMISSIONER:  Yes.  Yes. 
 
MS GERUSSI:  Because overall, from what we understand, water scarcity 
is going to be a fact of life and we’re very happy to see that it’s 49 - that 
our dams are at 49.2 today, but we’re very conscious of the fact that we 
don’t know what’s going to happen in three months time. 
 
SENIOR COMMISSIONER:  Sure. 
 
MS GERUSSI:  Even though La Niña might in fact continue to be around.  
And so that’s the issue that I think everyone needs to appreciate and 
continue to act on using less water and it become part of the social 
behaviour, that is the normal behaviour.  And once you have managed to 
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make it a norm, and that is, for example, not having two showers a day, 
but having one five minute shower a day, that’s where, you know, the task 
for ACTEW in providing security is going to be less onerous. 
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SENIOR COMMISSIONER:  Okay.  I think you asked one question at the 
end, which is what’s happening to the dollars from the Commonwealth, 
again, it’s not a Commission issue, but it’s - my understanding is that the 
ACT Government, one, it’s made one application and didn’t take it any 
further, but two, they are seriously considering an application in relation 
to the water reuse pilot program or the development of that facility at the 
lower Molonglo, but that’s just a bit of information for you. 
 
MS GERUSSI:  Yes. 
 
SENIOR COMMISSIONER:  For what it’s worth. 
 
MS GERUSSI:  I mean, this is where I had understand that it was - that it 
was a program presented by the Federal Government to allow people to - 
communities to better secure their water resources and I would have 
imagined that the Cotter and the Murrumbidgee pumping would come 
under that - that criteria. 
 
SENIOR COMMISSIONER:  The criteria was really in terms of 
development of new infrastructure that the ongoing operations of those 
matters - - - 
 
MS GERUSSI:  Well, the Murrumbidgee pumping is new infrastructure, 
isn’t it? 
 
SENIOR COMMISSIONER:  No, it’s a minor infrastructure, it’s mainly 
capital works, the Cotter one, I beg your pardon, but the other one is - yes.  
And whether they’re taking that up, I don’t know. 
 
MS GERUSSI:  And that’s the most expensive one, so, we would imagine 
that that should not be - if the Commonwealth Government is offering that 
money that it should take them up on it and not us. 
 
MR LOGAN:  I believe that the ACT Government did get funding for 
some wetlands management. 
 
SENIOR COMMISSIONER:  Did they?  Right, okay, fine. 
 
MR LOGAN:  But they did receive some. 
 
SENIOR COMMISSIONER:  Yes. 
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MS VIDLER:  You mean the Corroboree Frog or something? 
 
SENIOR COMMISSIONER:  Could well be.  Well thank you very, very 
much, I appreciate that.  And, Krish, have you got the written submission 
from - have you got the submission from these folks? 
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MR GOUNDAR:  Yes. 
 
SENIOR COMMISSIONER:  Yes, right, fine, okay, just want to make 
sure we’ve got it because I just didn’t have it with me today.  Thank you. 
 
MS GERUSSI:  Yes, because we only summarised it. 
 
SENIOR COMMISSIONER:  Yes, no, that’s fine. 
 
MS GERUSSI:  Yes.  Thank you. 
 
MS VIDLER:  Thank you. 
 
SENIOR COMMISSIONER:  Dr Dorman, yes?  Yes, yes.  We’ll grab five 
minutes and then we’ll come back. 
 
 
ADJOURNED [12.44 pm] 
 
 
RESUMED [12.53 pm] 
 
 
SENIOR COMMISSIONER:  Okay, well let’s resume.  And we welcome 
Dr Christopher Dorman. 
 
Now we’ve received a submission from you, thank you, very, very much. 
 
DR DORMAN:  Thank you. 
 
SENIOR COMMISSIONER:  But we provide the opportunity for you to 
just sort of speak to that or elaborate, or however you want to proceed, and 
then we can follow up a few points from their efforts, okay. 
 
DR DORMAN:  Yes. 
 
SENIOR COMMISSIONER:  So we will close that - we’ll get them 
organised. 

.ICRC 14/02/08              
Water and Waste Water    

62



 
DR DORMAN:  Thank you, Mr Baxter.  I’m Christopher Dorman.  You 
have my written submission, as you note.  I propose to go through for the 
benefit of others point by point more or less where my submission went. 
With some additional points which I have made this morning. 5 
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Firstly I would like to suggest that the Commission needs more time to 
examine the new proposals which came up in an announcement by the 
Chief Minister on 23 October last year.  The Commission has had 
insufficient time, I suggest, to consider the broadened ramifications of 
that.  And it is the fault of no one, it’s just how timing went. 
 
An extension of time should be sought to enable proper examination of 
the major items.  Now details were not provided to the Commission, as it 
says in the Commission’s draft report, until 14 November.  And the target 
date of 11 April for the final report of the Commission would seem 
impossible to achieve.   
  
Now in the press release by the Chief Minister on 23 October he 
announced, among other things, his point number 3, pursuing the 
possibility of purchasing water from Tantangara Dam.  And his point 
number 4, design of a demonstration water purification plant with the 
water produced to be used for purposes other than drinking.  And further 
in the same statement this was reiterated, he said, “The water from the 
demonstration plant will not be added to the drinking supply.” 
 
Now I come to the costs of the demonstration water purification plant as 
they are in the Commission’s draft report.  In capital costs a design cost 
figure of $3 million has been included in the draft report in the year 
2008/’09.  However, $3 million is only have the design cost.  The design 
costs provided by ACTEW are three million in this year, ’07/’08 and 3.2 
million in the year ’08/’09.  
 
Now although 2007/’08 is not covered by the present inquiry the total cost 
should never the less be taken in to account when considering the viability 
of the project.  One might ask how was approval obtained for expenditure 
of $3 million in this present year.  As of 5 February the contract for the 
design of the demonstration plant had not been let. 
 
Now the capital cost of construction of the demonstration water 
purification plant should also appear in the Commission’s draft report.  
The capital cost of construction provided by ACTEW is $53 million.  
That’s $18 million next year, ’08/’09, and $35 million ’09/’10.  However, 
we heard from ACTEW this morning, and this is the first time I’ve heard 
it in public, apart from Mr Downie’s writing in The Canberra Times, the 
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cost is now $100 million. 
 
So I will have to update what I have for out here.  Now this supposes 
commencement of construction in the next financial year.  Now these 
capital costs need to be included in the final report of the Commission. 5 
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Now I turn to operating costs.  Operating costs in the Commission’s draft 
report are shown as nil for each year.  Operating costs provided by 
ACTEW are 4.4 million in 2010/’11, 4.6 million 2011/’12 and 4.9 million 
in 2012/’13.  These operating costs need now to be included in the 
considerations of the final report of the Commission. 
 
Now a demonstration water purification plant was not recommended by 
ACTEW.  Any recommendation from ACTEW to government for the 
expenditure of some $60 million, now $100 million, must be accompanied 
by details explaining how and when and with what justification that 
money will be spent. 
 
On the morning of Wednesday, 5 February the ACTEW fact sheet on their 
website, the title of the fact sheet is, “Demonstration Water Purification 
Plant”, read, “As part of the 2007 water security review ACTEW 
recommended to the ACT Government that it proceed with the design of a 
demonstration water purification plant.” 
 
The ACTEW website was changed.  By 5.04 pm on Wednesday, 
6 February, the same - sorry, it’s the same day, I may have the dates - it 
was the same day, Wednesday, whatever the date was, the relevant section 
read, “Following the 2007 water security review the ACT Government 
announced that ACTEW would proceed with the design of a 
demonstration plant.”  
 
Now this change is of material importance since it points to the fact that 
the design of demonstration water purification plant was not 
recommended to the ACT Government by ACTEW.  In an appendix of 
my report I’ve explained the details of how this came about.  How I 
telephoned to ACTEW over a period of a week. 
 
And whenever I did I must say I received courtesy and directness in my 
efforts to get a report, which must have gone to the government 
recommending this, and such a report didn’t exist.  Didn’t exist.  And it 
took me a week to uncover this.  And whenever I spoke to ACTEW the 
person I spoke to was very helpful but if it’s not there, it’s not there. 
 
So ACTEW recommendations to the government, the report water 
security for the ACT and region, it’s this report here which I hold up, it’s 
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about nearly two centimetres thick, was the major report and one of 33 
which have been available by ACTEW on a compact disc.  ACTEW are 
very free with their information, I must say.  It was very easy to obtain 
this. 
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Now this is a capstone report which did not recommend to government 
either the design or the construction of a demonstration water purification 
plant, it is not there.  I would just like to emphasise the important 
engineering work which ACTEW has done in coming up with these 
recommendations.  There are 33 reports, and I have an index of them here, 
this is just some which they have freely made available to me, this is about 
10 centimetres thickness of their reports. 
 
Water purification options, assessment study, volume 1.  Future water 
options review, there’s nearly all these reports are July last year.  The 
Tennent Dam option, methodology for evaluating future water options, 
economic benefit cost analysis of new water supply options for the ACT, 
community consultation report, and the capstone report.  Now these are 
large substantial reports.  I have no idea what they cost.  Most of them I 
think were done by consultants.  And of the 33, 29 are dated July last year.  
And the remainder are April 2005. 
 
Now when these reports were written the CSIRO report on reduced 
rainfall and runoff were already in hand.  ACTEW in their submission this 
morning talked as if this is new information, it is not new information.  It 
was already factored in to these reports.  The CSIRO report had referred 
to.  It was there, so there was nothing new.  It is in these reports. 
 
Now I say there is no urgency for a demonstration water purification 
plant.  Spending $6 million on a design of such a plant is entirely 
premature and unnecessary.  The major work already committed, the 
construction of the new Cotter Dam of 78 gigalitres capacity, will 
postpone the need for augmentation and provide water security for a 
number of years. 
 
I quote from this water security capstone report, July 2007, page 
Roman vii, “The combination of an enlarged Cotter Dam and significant 
increased capacity to take or store water from the Murrumbidgee River 
will provide assurance in most circumstances of water security long in to 
the future.” 
 
In another part of the same report states that, “The new Cotter Dam would 
supply up to 180 megalitres per day, which exceeds the present total 
Canberra demand.”  With the new Cotter Dam the ACT will supply a, 
quote, “Maximum service population of 510,000 until the year 2029.”  
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This is from the same future, ACT Future Water - sorry, it’s another 
report, ACT Future Water Options, July 2007, table 6, 5, page 38. 
 
The proposal to spend $6 million on the design of demonstration water 
purification plant at the present time is a wasteful exercise.  This money 
would be better spent on negotiating for the Tantangara water.  And 
there’s no urgency even for that. 
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Now comparing costs per kilolitre of water, the water from Tantangara is 
estimated by ACTEW to cost $4 million per year in operating costs for 
20 gigalitres per year.  Thus Tantangara water would cost about 20 cents 
per kilolitre.  Just in operating costs.  The capacity of the proposed 
demonstration water purification will be up to eight megalitres per day, a 
figure mentioned by the ACTEW representative this morning. 
 
Now this comes from ACTEW fact sheet demonstration water purification 
plant December 2007 but repeated this morning.  Now water from the 
demonstration water purification plant is estimated by ACTEW to cost 
four and a half million dollars per year in operating costs for this amount 
of water, eight megalitres per day, or 2.9 gigalitres per year. 
 
Thus demonstration plant water would cost about $1.55 per kilolitre 
compared with Tantangara, 20 cents.  Now from The Canberra Times, 
24 October 2007, page 2, “Mr Stanhope promised the water would not go 
in to the drinking supply.  It was not clear what the four gigalitres of water 
produced each year would be used for.  Mr Stanhope said the treated water 
might be used for industry, although he is not sure there would be much 
demand.  The water might be put back in to the river to flow downstream, 
to downstream users.” 
 
I asked from what industry will come the demand for this extraordinarily 
high priced non-potable water.  A revised time table to support a new 
consultancy, it’s now obvious from the previous points that a consultancy 
is required similar to the recent MMA consultancy.  As months will be 
needed I call for a new timetable for the Commission’s report giving time 
for submissions from interested parties, as has been the case so far. 
 
The MMA Consultants carried out technical and commercial audits on a 
sample set of projects chosen from the capital expenditure program.  
That’s from the MMA report, page 166.  Most of the projects listed by 
MMA are well under a few million dollars.  So surely the expenditure of 
$100 million has got to reach the status of being seriously examined by a 
consultant. 
 
A future consultant’s report commissioned to examine the demonstration 
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water treatment plant must commit to a similar in depth examination of 
the new projects. 
 
Research and development expenditure, the Commission recognises and 
has said so in its report 11, draft report, that the demonstration water 
purification plant is a research and development project.  None of the cost 
of this experimental work should be charged to ACT ratepayers since it 
has not been shown that it can produce any benefit whatever to those 
ratepayers above alternate measures.  
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Tantangara, but not exclusively Tantangara, which did not require any 
research, the design which is in progress or about to start should be 
stopped immediately. 
 
Further work required before a demonstration water purification plant, if 
water recycling is to proceed at all then further work is required but not of 
the nature of a large small full sized demonstration water purification 
plant. 
 
ACTEW report number 20, which I think is this one.  Water purification 
plant options assessment study, volume 1, July 2007, this report, here.  In 
the executive summary, page Roman viii, says, “This calls for pilot plant 
studies of many issues”, and lists recommendations for 12 items of further 
work.  None of them, none of them, is of the nature of a demonstration 
water purification plant, of a small-scale demonstration water purification 
plant.  The stuff that needs to be done, and I’ve copied that page of 12 
recommendations and it’s one the appendices in my report.  There is 
serious pilot study work to be done, but this is not it. 
 
Enlargement of the demonstration water purification plant, the plant size 
of 25 megalitres per day was one of the options studied by ACTEW, that 
is a full sized plant providing drinking water, that’s discussed in the same 
report, which is one of the options.  The proposed demonstration water 
purification plant as proposed and discussed this morning would produce 
eight megalitres per day. 
 
However, on ACTEW fact sheet demonstration water purification plant 
December 2007 ACTEW say that they have allowed for this to be 
upgraded to a 25 megalitre a day plant, in other words, a full-scale plant.  
Comparing the 8 megalitre plant with a 25 megalitre plant per 
day - megalitre per day capacity from a real plant, it can be seen that the 
proposal is in fact for small full sized plant.  And it is not of the nature of 
the research items which are actually required. 
 
Now I come to contingent proposals.  The demonstration water treatment 
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plant and the Tantangara proposal have been described as contingent by 
ACTEW.  This implies that they are equivalent options for the future.  
Well they’re not.  In terms of cost there’s no close comparison nor in the 
benefits to ACT ratepayers. 
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The demonstration water purification plant is a research project, it has not 
been shown anywhere that a water purification plant would bring any 
benefit to ACT ratepayers above alternative available projects.  Water 
from the Tantangara proposal will be available for drinking whereas water 
from the demonstration water purification plant will not.  
 
If the Tantangara proposal proceeds, there will be no requirement for a 
water purification plant, demonstration or otherwise, for decades.  The 
$6 million spent on design of demonstration water purification plant now 
will be wasted.  
 
So now just briefly my conclusions and recommendations.  The 
Commission has been left with insufficient time to properly study the 
ramifications of the projects announced by the Chief Minister on 
23 October 2007.  These projects were not considered by the then 
consultants due to time constraints so I recommend that the Commission 
seek an extension of time to allow proper consideration of these matters. 
 
The next point, the Commission’s draft report 11 has not included all the 
relevant costs provided by ACTEW on 14 November 2007.  At least the 
full costs announced by ACTEW should be included in the determination 
of water charges which ACTEW ratepayers must pay.  And thirdly, it’s 
recommended, I recommend that the design of the demonstration water 
purification plant should not proceed. 
 
Now I will say if the water purification plant proceeds in any form what 
so ever it should be financed directly by the ACT Government.  It was not 
the idea of ACTEW, they have freely, they have willingly adopted it after 
the ACT Government told them to do it. 
 
They willingly adopted and expanded on what they were doing before to 
embrace that.  It was not their idea and it is not necessary and it was not in 
their capstone report.  Many things were recommended in there but that 
was not one of them.  Thank you. 
 
SENIOR COMMISSIONER:  Thank you.  Let me just go to a couple of 
practical matters for a minute and then we’ll come in to one of the real 
issues which is this water purification plant which I, you know, would like 
to discuss a bit further with you. 
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Just on a practical matter for the moment, the Commission has sought and 
received a clearance for an extension out to April.  Originally we were 
supposed to report by the end of this month or very early in March.  But 
given the fact that some of the other things didn’t come up until a late 
date. 5 
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In the approach the Commission took in its draft report, and indeed we 
explored a little bit further with ACTEW this morning, we deliberately 
excluded the capital expenditures being discussed in relation to 
Tantangara.  Well all expenses related in relation to Tantangara, or indeed 
in relation to the water purification, for the reason that even at this time 
the numbers aren’t I say, flawed.  As we saw this morning with the 
number jumping from 53 to 100 million almost in the wink of an eye, it’s 
a little bit unfair, but you get the idea. 
 
We’re very conscious of the point that you’ve made and very much aware 
that this places us in some difficulty.  But the approach that we’ve 
proposed is one of excluding it from any inclusion in the current price 
path.  But potentially having an arrangement whereby something might 
come in subject to the thing being - the projects being properly reviewed 
and assessed and tested and appropriate decisions based upon what one 
would expect appropriate cost benefit evaluations and comparisons being 
made possibly over the next period. 
 
So that’s where we’ve come at the moment, would you like to comment 
upon that, I mean, I appreciate you’ve said, you’ve come out with some 
views on the waste water - on the water purification project and we’ll go 
to those in a minute, but for the moment you’ve said we should include 
the costs in the next price determination, per se? 
 
DR DORMAN:  Well frankly there is the alternate point of view if you 
will accept what was written in this capstone report about the future water.  
When the new Cotter Dam is built, which I fully support, there will be no 
need for any augmentation far in to the future. 
 
SENIOR COMMISSIONER:  Well let me separate - - - 
 
DR DORMAN:  And this study was done after the CSIRO studies of less 
rainfall and less water. 
 
SENIOR COMMISSIONER:  Yes.  Yes. 
 
DR DORMAN:  I mean, I could expand this to talk about the Tennent 
Dam but I don’t need to. 
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SENIOR COMMISSIONER:  Yes. 
 
DR DORMAN:  This is unnecessary at this stage. 
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SENIOR COMMISSIONER:  Yes. 
 
DR DORMAN:  Which is why I propose that the design of the 
demonstration plant, $6 million, simply should be abandoned, there’s no 
justification for the design.  And if it is designed now and not built next 
year by the time comes to build it a few years later, a couple of years later, 
that design will be obsolete for the passing of time reasons. 
 
SENIOR COMMISSIONER:  That’s a point. 
 
DR DORMAN:  And it will become obsolete.  It’s absolutely pointless to 
be doing this design at this moment, there’s no need for it.  That’s all I can 
say, and so I understand what you say about the figures not being in the 
report. 
 
SENIOR COMMISSIONER:  Yes. 
 
DR DORMAN:  Well they’re not there, they shouldn’t be there, and nor 
should the design cost be there at all because it should be stopped. 
 
SENIOR COMMISSIONER:  The other, the point that I really want to go 
to now is, you know, the matter of substance of your paper, which has to 
do with the sort of the water purification plant in the first place.  So using 
this opportunity to inform the Commission on that option, whatever it may 
ultimately be, while all the details aren’t before us at the moment. 
 
But your observations and your calculations suggest, as indeed you’ve 
placed down here, sort of quoted, an expensive source of water should the 
government go down this particular route, should the government decide 
this and by comparison say to Tantangara, even if that was needed? 
 
DR DORMAN:  All based on ACTEW’s figures.  I’ve done no 
engineering calculations, nothing; I’ve simply taken the figures out of 
ACTEW reports.  They’re not my figures.  And I’ve referenced where 
every figure came from. 
 
SENIOR COMMISSIONER:  But what about the, we heard comment this 
morning regarding the salt issue? 
 
DR DORMAN:  The salt issue is, I haven’t mentioned that. 
 

.ICRC 14/02/08              
Water and Waste Water    

70



SENIOR COMMISSIONER:  No. 
 
DR DORMAN:  I know very little about it. 
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SENIOR COMMISSIONER:  Right. 
 
DR DORMAN: But I understand the salt issue is a major one.  There are 
tons of salt to be disposed of and there are in - there were four options 
considered in, if I may have, I think I have got it here - I’m sorry. 
 
SENIOR COMMISSIONER:  No, that’s fine. 
 
DR DORMAN:  If we can pause the recording I may find the single piece 
of - from ACTEW report number 20, which is this one, “ACTEW 
purification plant options assessment study, volume 1.”  And I’ve got here 
capital costs and operating figures for option 1 and then option 2.  Now 
option 2 was wiped out for - it was to do with membranes.  
 
Option 1 is the way to go.  We had option 1(a), this is from appendix D 
cost estimating sheets for process options of that report.  Option 1 (a), 
25 megalitres per day, 176,600,000, and option (b) was 138,567,000.  
Now option (b), the cheaper one, I think it involved returning the salt to 
the river. 
 
Now nobody has said that this is going to be acceptable to anybody so we 
are looking at probably, well maybe, 176 million, being the figure with 
some other kind of disposal.  I understand that is a major problem.  But I 
have not looked in to the technicalities of it at all. 
 
SENIOR COMMISSIONER:  And what about, I mean, the one of the 
issues is the fact that the existing lower Molonglo treatment works was 
already returning what could be regarded as being a high salt level to the 
river.  And so one of the arguments that has been put forward at least 
anyhow is that we’re going to need to do some work at the bottom end of 
that treatment works to purify the water before put it in. 
 
DR DORMAN:  Okay, well that’s - - - 
 
SENIOR COMMISSIONER:  Like we heard Mr Costello sort of say that 
this morning. 
 
DR DORMAN:  Further expense, yes. 
 
SENIOR COMMISSIONER:  Yes. 
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DR DORMAN:  That’s a big matter. 
 
SENIOR COMMISSIONER:  Which he is proposing effectively, or he is 
suggesting, he’s not putting in any details on the table at this stage, he’s 
suggesting we might be still needing to incur works on that treatment 
work to deal just with the salt that’s coming out now, forget about reuse of 
the water, just to sort of - - - 
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DR DORMAN:  Okay, well that’s another issue which I haven’t looked at 
all. 
 
SENIOR COMMISSIONER:  Okay, that’s fine.  No, that’s all right. 
 
DR DORMAN:  No. 
 
SENIOR COMMISSIONER:  I just wanted to touch upon that.  The issue 
here you’ve highlighted the fact that this inconsistency between the advice 
that ACTEW was giving up on their website and from one day to the 
next - - - 
 
DR DORMAN:  It’s now changed, yes. 
 
SENIOR COMMISSIONER:  Yes.  And then I read with interest the 
attachments to your submission, and the discussion.  But you’re arguing 
that sort of that, you know, really that this is not considered possibly as 
the best solution that sort of should be put in place even by ACTEW? 
 
DR DORMAN:  No, we don’t.  
 
SENIOR COMMISSIONER:  It’s rather the - - - 
 
DR DORMAN:  We don’t need a solution, there is no problem. 
 
SENIOR COMMISSIONER:  Yes. 
 
DR DORMAN:  There’s not a problem to be solved. 
 
SENIOR COMMISSIONER:  Yes. 
 
DR DORMAN:  This didn’t come from the engineers at ACTEW at all.  
The ACT Government has taken their advice elsewhere, from elsewhere.  
And it is not the engineering advice of their very substantial engineering 
force in ACTEW. 
 
SENIOR COMMISSIONER:  Yes. 
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DR DORMAN:  It’s not their advice. 
 
SENIOR COMMISSIONER:  Yes. 
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DR DORMAN:  They didn’t perceive this as being necessary.  There are 
lots of things that do need to be done, I reiterate, further work to be done 
is listed. 
 
SENIOR COMMISSIONER:  Yes.  Yes. 
 
DR DORMAN:  But this is not the way to be doing it. 
 
SENIOR COMMISSIONER:  One of the issues that the Commission 
faces and will face, going forward, will be if government decides that it’s 
going to do this.  You know, what should the Commission do about it?  
Now, you made the suggestion that in fact if it’s going to do that then the 
government should pay for it and not ACTEW. 
 
DR DORMAN:  Yes.  Yes, that’s right, and it should appear as a separate 
thing on rates.  “This is the government’s decision, it’s done this”, it 
should be - - - 
 
SENIOR COMMISSIONER:  Right, so effectively we all pay for it but 
it’s done in another transparent way. 
 
DR DORMAN:  If that’s what they want to do. 
 
SENIOR COMMISSIONER:  Yes. 
 
DR DORMAN:  But, you know, there’s no demonstrable need for it at all. 
 
SENIOR COMMISSIONER:  Right, yes, and I know that particular point.  
Now it seems pretty clear that regardless of whether what we do about the 
sort of the pilot plant costs, that the - sorry, the design costs that is.  That 
ACTEW is already down the track of being rewound - - - 
 
DR DORMAN:  They’ve called tenders. 
 
SENIOR COMMISSIONER:  Yes, that’s right.  Well to do - - - 
 
DR DORMAN:  The contract has not been let. 
 
SENIOR COMMISSIONER:  To do design. 
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DR DORMAN:  To do, yes, for the design, they’ve called for tenders, 
that’s my understanding, just from the phone call. 
 
SENIOR COMMISSIONER:  Yes, that’s right. 
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DR DORMAN:  They’ve called tenders, they received the sponsors but 
they haven’t had a contract. 
 
SENIOR COMMISSIONER:  Yes, so they’re - - - 
 
DR DORMAN:  Well now would be the time to cancel it, I would 
suggest. 
 
SENIOR COMMISSIONER:  - - - down that particular track, yes.  So that 
we are faced with the real prospect, not only as the Commission but as a 
community, as to sort of, you know, how we address that particular issue, 
particularly in terms of the overall need of it.  And the Commission I 
guess is trying to highlight some of these points and we’ll pick up the 
point that you’ve made in our final report.  But we’re not really in a 
position to make the decision one way or the other. 
 
DR DORMAN:  No. 
 
SENIOR COMMISSIONER:  Whether the government actually does it or 
not. 
 
DR DORMAN:  No. 
 
SENIOR COMMISSIONER:  Because it largely lies outside of our hands. 
 
DR DORMAN:  Yes, but where the payment is made you can say 
something about - - - 
 
SENIOR COMMISSIONER:  Well certainly, yes.  Yes, I know, and I take 
that on board from your submission. 
 
Okay, then, well look, I think that’s covered the point. 
 
DR DORMAN:  Thank you. 
 
SENIOR COMMISSIONER:  And I appreciate the submission and the 
discussion and the work that you’ve done sort of tracking down a number 
of things and suffice to say the issue of capital works of whatever type and 
the most appropriate way to go is of concern to us.  And that’s why we 
sort of review things and sort of check them, the difficulty that we run in 
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to is a bit like the water extraction charge where the government sort of 
says this is what you will do. 
 
DR DORMAN:  Yes. 
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SENIOR COMMISSIONER:  We’re bound. 
 
DR DORMAN:  Yes. 
 
SENIOR COMMISSIONER:  And that does create a difficulty for us. 
 
DR DORMAN:  Yes. 
 
SENIOR COMMISSIONER:  Going forward, it doesn’t mean that the 
community in other ways shouldn’t be raising the issues, be it water 
extraction charges or taxes, or other works that may or may not be 
appropriate, yes. 
 
Look, thank you, Doctor, we appreciate that. 
 
DR DORMAN:  Thank you. 
 
SENIOR COMMISSIONER:  And we appreciate you raising the point 
and giving us a chance just to air it in this way, it’s very helpful. 
 
DR DORMAN:  Thank you. 
 
SENIOR COMMISSIONER:  Thank you. 
 
DR DORMAN:  Thank you, very much. 
 
SENIOR COMMISSIONER:  Listen, we’re going to break just for a - to 
give us a chance just to have a bit of lunch.  We will resume at, I think, 
quarter to or maybe ten to.  And we’ve got two other, I think, people to 
speak after that time.  So thank you very much. 
 
 
LUNCHEON ADJOURNMENT [1.26 pm] 
 
 
RESUMED [2.03 pm] 
 
 
SENIOR COMMISSIONER:  Let’s resume and we welcome Dr Terry 
Dwyer.  Terry you’re going to speak to some points and so forth and we 
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can pick up from there? 
 
DR DWYER:  Yes. 
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SENIOR COMMISSIONER:  I throw to you and go for it. 
 
DR DWYER:  Okay, my name is - is this on? 
 
SENIOR COMMISSIONER:  Yes, it’s just for recording purposes. 
 
DR DWYER:  Okay.  My name is Dr Terry Dwyer and I’m appearing 
here in my capacity as a visiting Fellow in the Asia Pacific School of 
Economics and Government at the ANU.  I’m not appearing in any other 
capacity or for any other person, and my views are my own. 
 
Having stated that opinions I will be a bit forthright and encourage the 
Commission to be frank, fearless in relation to its masters.  But first of all 
I’d like to get back to principles.  If you were looking at basic economics, 
the optimum pricing rule is always short run marginal cost. 
 
If you have the capacity and you have enough water in storage then the 
only price you should charge for that water is the price of treating it and 
just delivering it to the tap.  There is no virtue in high prices or water 
restrictions for their own sake. 
 
Economics is not about masochism, economics is not about inflicting pain 
on people.  Genuine economic progress shows up in increasing abundance 
and reducing prices.  The economic progress, for example, shows up when 
computers become cheaper and we have more of things.  Lately, however 
in the popular mind, there seems to be some sort of weird theory arising 
that in matters like water or electricity or fuel that virtue is demonstrated 
by subjecting yourself to the sort of petrol rationing nonsense that went on 
after World War II. 
 
In a national crisis or emergency or a drought by all means you may have 
to do drastic things like restrictions, but from the start let’s realise that 
restrictions are undesirable for their own sake.  They should not be 
imposed except as an emergency, and in normal situations optimal rules 
for economic conduct should prevail, and that means short run marginal 
cost. 
 
Now Australia really did have the best system for financing public 
infrastructure in the world and we’ve thrown it away, the simple way we 
had was to levy the landholders on the basis that all infrastructure adds 
value to the land.  For example in Canberra the dams were paid for by the 
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Commonwealth and the infrastructure paid for by the Commonwealth, but 
they were recouped by the sale of the leasehold blocks.  The ACT 
government and ACTEW did not spend a cent before 1989 on any of the 
infrastructure of this city.  They have no right to claim any title or credit 
for anything they spent before that date. 5 
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For them to have an asset base which includes anything in respect of that 
pre-1989 infrastructure is nonsense.  In fact the assets, as I understand it of 
the Commonwealth, which we use for water and waste water supply, were 
transferred to ACTEW by the Department of Finance or put into ACTEW 
for an arbitrary figure of $90 million which the Department of Finance 
told the Senate a few years ago was just a figure they thought would be 
appropriate for an enterprise of that type. 
 
It was an arbitrary $90 million anyway; the cost had probably been 
recouped even then.  That cost has now been reduced, I believe, to about 
$15 million, so for ACTEW to be talking about its capital base I 
personally regard as offensive given that these costs were a sunk cost met 
by previous generations and predecessors, the leaseholders of this city. 
 
So that’s the first point I’d want to make, and that basically a fixed cost 
should be met by fixed charges not volumetric charges and those fixed 
charges should be levied on the people benefited by infrastructure which 
is something stuck in the ground, is the adjacent ground, that’s the basic 
economics of externality. 
 
So we’re starting off from very much a second best position.  In fact I’d 
say we’re third best because the position in America is second best where 
they try to recover everything from user charges, but at least there 
consumers are represented by professional economists, lawyers and so on 
through a system that actually allows consumers to have a voice.  In this 
process, as far as I’m concerned, it’s essentially institutionally corrupt. 
 
ACTEW comes here to defend the government’s interests and its own 
interests as a disguised tax collector, but we the consumers can’t afford to 
fork out thousands of dollars to hire QCs, silks and so on.  If I had my 
druthers, Paul you would be sitting here having the powers of a judicial 
officer and ACTEW would be on oath. 
 
When I start seeing figures jumping around from $50 to $100 million in 
the space of a blink of an eye you start thinking it’s about time these 
people should be put on affidavit and on oath and there should be 
discovery and a bit of forensic accounting going on.  Anyway as I say, 
when I say institutionally corrupt it’s no reflection on you, I’m just talking 
about the system, the way it’s set up. 
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In other words in Australia we’re bunnies in the woods as far as this 
regulator game goes because we have assumed that we had a benign 
system like we used to have.  See in the past the Australian model for 
utilities was essentially viewed as a club, a cooperative, a municipal 
undertaking.  We didn’t have it as a revenue maximising thing. 
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Now turning to some of the other points that have emerged there’s the 
question of efficient costs.  Now a fearless regulator would say well 
efficient costs aren’t just costs dictated or dreamt up by Mr Stanhope or 
anyone else for projects they like to have done. 
 
I think it was abundantly clear from Dr Dorman’s evidence this morning 
that the recycling scheme is sheer madness, it’s just throwing the public’s 
money at a project which can never be competitive in terms of financial 
cost with building a dam and which many people have suggested will be 
actually even detrimental to our health. 
 
Well personally as a consumer I’m not very keen on the idea of paying 
millions and millions of dollars for having recycled water eventually end 
up in my drinking water which I will then have to pay for an additional 
filtering system to get out of because I don’t really want to be drinking 
water which people like Professor Peter Colignon say runs the risk that 
there may be undetected viruses or chemicals that can make me sick. 
 
I mean it’s one thing to be fleeced as a consumer but I don’t expect to be 
poisoned or murdered in the process of water supply and as he pointed out 
public health was a major consideration in water supply.  So I’d prefer to 
have clean alpine water captured in pristine catchments, so therefore if I 
were looking at this I’d be saying as a regulator well let’s look at a cost 
benefit analysis of the sewage recycling and Lower Cotter Dam versus 
Tennent Dam or plus Tennent Dam. 
 
And I think Mr Costello gave the whole game away today when he said 
they’re now looking at average inflows of half of what they’d get in the 
past.  Now if you expect to get half as much coming in the future, doesn’t 
that logically suggest you should be okay if you double your storages? 
 
So if you built, for example, Lower Cotter, at about 75 gigalitres plus you 
built Tennent at 159, you are immediately going to about 230 gigalitres, 
you’re doubling your system and therefore you should be back where you 
were, you should be okay. 
 
And if you really want to be secure to prevent overspills you’d cross-link 
those dams.  And if you were still panicky about security of supply you 
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maybe might also build Coree.  Now that would be a gold-plated system, 
but a gold-plated system like that which the economists would always 
sneer at the engineers about, would be a far more rational thing to do than 
to buy water licences from people downstream at the same time as you 
were releasing your waters out of your dams to them for nothing. 5 
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I mean what economic principle dictates a situation where if I have 
something I give it away to someone and then buy it back from them?  I 
mean I’ve never heard of an economics which could justify such a weird 
proposal.  In my humble opinion the idea of buying water licences to 
transfer them and get water out of Tantangara is an absolute economic 
nonsense. 
 
It’s also a practical nonsense because my understanding is that when water 
was released out of Tantangara, it was a drought in about 1968-69 I think, 
a lot of it never got to the ACT.  You have to send it down the river and a 
lot gets picked up by the farmers or seeps into the river - anyway there’s a 
lot of problems with water trading as well as a lack of security. 
 
So talking about the system, now I realise the Commission may take the 
view that once the government directs something its hands are tied and it 
has no power to comment on it.  Well I would encourage the Commission 
to write back and say look we have terms of reference here about what’s 
efficient and prudent and so on, please take the terms of reference back 
and re-write them and just tell the whole community that you’ve made 
idiotic decisions because you want to do this thing, be it an arboretum or 
be it build sewage recycling, that’s your business but let’s know whose 
responsibility it is. 
 
It’s not ours, I think you said earlier today the Commission had no 
responsibility for the water abstraction charge or the UNFT, they’re clear 
government charges or taxes.  Now in those circumstances I would adopt 
the position the Commission has hitherto adopted, okay you choose to do 
it, put it on the bills. 
 
You choose to say we’re going to have a sewage recycling plant, if you’re 
going to force ACTEW to pay for it and have it passed onto us put it on 
the bills, and if you’re not willing to do that forget it.  And this comes to 
the WAC, the WAC I think as you know I’ve always been of the belief 
that it is an illegal excise tax and maybe we will get some guidance on that 
from higher authority in due course, but I don’t believe that it is right or 
proper for the WAC and the UNFT to be taken off the water bills because 
what that will mean is we have a system of regulation, in a supposedly 
competitive - pseudo competitive system brought about regulation of 
monopolies, where in fact we have nothing of the sort.  We have no real 
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control.  You will be regulating ACTEW’s costs and charges and its 
dividends and its return on its capital and over on top of that, the 
government is whacking on a disguised tax, which is coming out and in a 
sense, the pricing in an arbitrary price. 
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I also think that, by the way, if the WAC and UNFT are absorbed into 
ACTEW’s operating costs and passed on, an interesting question will arise 
as to whether the total price charged by ACTEW as a 100% owned 
government monopoly, is in fact all an excise tax and therefore all of 
ACTEW’s prices will be unrecoverable as illegal taxes. I mean, I haven’t 
explored that or thought about it much but I just think if they’re not 
separately identified, will the government imperil itself by leaving the 
legal validity of the total amount of water revenue at risk. 
 
At the end of the day, in economics, a price and a tax, are two clean 
different things.  A price should be either the value or the cost involved in 
producing something and normally in a free and fair market, it’s fairly 
easily ascertained, but we have competition.  But the idea that a 
government, for example, could put any figure on something that it’s 
selling through a monopolised entity and say that that is a price and not a 
tax, must surely be unacceptable in a country with British constitutional 
traditions. 
 
We did not get rid of arbitrary government in the 17th century, with the 
Bill of Rights, in order to allow governments and their ministers to impose 
on us arbitrary costs for things like air or water and if we did, and have 
come to that state of affairs, then I think it’s about time to call a stop to it.  
I trust the Commission will take this point. 
 
Now, I could talk a lot more about other things, but I think I did put it all 
in my submission, so I didn’t bother to follow it up.  There was, however, 
one thing I was going to raise as a matter of procedure, which I think 
would be helpful, is that where things and submissions are not taken up by 
the Commission, I think it would be helpful to attach an appendix to your 
final report, detailing where and why a comment was not made or taken 
up, or an argument was rejected, because implicitly there have been 
arguments rejected. 
 
In particular, I notice that Queanbeyan’s submission put up a lot of 
specific questions and I would encourage the Commission to sit down and 
just provide an annotated commentary on those submissions, so attach 
them as appendices to the report so people can see answers to their 
questions or the points they’ve raised specifically.  Even if the point is 
referred paragraph such and such or whatever, so people can see how their 
arguments have been considered. 
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So I think I’ll leave it there, I think I’ve followed up with the main 
encouraging points I put there and as I say, I would conclude by saying, if 
I were in your shoes, I’m sure I’d be a frank and fearless regulator.  I’m 
equally sure that the next day the Chief Minister would give me my 
marching orders.  So I’m not naive in the ways of the world, but I don't 
think the consumers of Canberra have really got a fair deal out of any of 
this. 
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SENIOR COMMISSIONER:  Well, thank you for that and also for those 
comments, I appreciate that and also acknowledge the challenge that 
you’re making there and it’s not a matter that hasn’t - will be sort of 
considered a great deal over a period of time, the matters that you’re 
raising in relation to not only the water recycling proposal but matters also 
to do water restriction charge and the like.  I mean, just in passing, I was 
interested in your comment, and I know you haven’t looked at this, about 
whether the sort of the WAC and the NFT could be regarded as making 
the whole charge illegal.  I’m not sure whether you want to follow that up 
or do any more work on it, I mean, I find it interesting. 
 
DR DWYER:  It’s an academic point. 
 
SENIOR COMMISSIONER:  Yes, I thought it might be, yes.  So I’ll just 
let that one go through.  The issue of doubling your catchment area and 
picking up on that point from Michael Costello this morning.  I mean, to 
some extent isn’t the Tantangara proposal something along those sorts of 
lines, I mean as distinct from the Tennent Dam proposal, how do you view 
that sort of proposal itself? 
 
DR DWYER:  I think he was right insofar he said there were legal 
problems with getting security and the other problem is delivery.  If 
you’re going to buy the Tantangara water, you would build the pipeline as 
Marsden Jacob pointed out quite a long time ago.  In fact I think John 
Marsden regards that as the cheapest option, but you don’t want to buy a 
lot of water in Tantangara and then lose most of it trying to get it down to 
Angle Crossing to pump it out. 
 
But there is a more fundamental problem though, is before I spent one 
cent of ACT money, taxpayers’ money on buying water from Tantangara, 
I would look at how much I’m releasing downstream.  Now, as I 
understand it, during this whole drought, the ACT government has 
released about two and a half year’s worth of water, on the environmental 
flow figures I’ve been able to see. 
 
It’s hard to get them to reconcile.  They’ve released two and a half years 
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worth of water downstream for not one cent from people downstream, the 
rice growers and others, so my question is, why should the people of the 
ACT, who have seen their gardens destroyed, their public facilities 
reduced to junkyards, why should they pay people for the privilege of 
getting back the water they’ve given away.  I mean, is that the way most 
people run their businesses. 
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SENIOR COMMISSIONER: I think this comes to a fundamental issue as 
to rights over the water in the Murray-Darling system and the provisions 
that sort of relate to water passing through locations or be rising in those 
locations as they do in the Cotter, for example. 
 
DR DWYER:  Well, my understanding is, even if you were to regard the 
environmental flow guidelines as legally imposed by a higher authority 
such as the Commonwealth and the ACT, which I am not sure they are.  I 
think they’re self-imposed restrictions, self-imposed environmental flow 
guidelines.  My understanding of the figures I got was that, even in 2006, 
the worst year they had, ACTEW released out of the dams more water 
than actually was required to do so for environmental flow guidelines. 
 
I’ve got some figures from the Chief Minister and maybe I’ve 
misinterpreted them and everything I’m saying is obviously a matter of 
opinion, but I think the people of Canberra would be shocked to realise 
that, as far as the figures go, it appears that 3 month’s worth of water was 
let out, if my memory is correct, and that should be checked, but I believe 
3 month’s worth of water was let out of the dams in 2006, over and above 
- I think it was about 9 gigalitres, I may be wrong there, I think it was 
about 9 gigalitres were released over and above required environmental 
flow guidelines. 
 
SENIOR COMMISSIONER:  We went back and had a look at a number 
of those figures because I was conscious that you’d raised this point and it 
was of concern that should occur.  It seemed to us that there was, in some 
of the numbers, there may well have been some double counting because 
of the way in which the information was coming from the relevant 
government agencies. 
 
DR DWYER:  Well, I would strongly encourage the Commission to get to 
the bottom of this because for years, literally, I have been trying to get a 
reconciliation of inflows into each of the catchments and outflows out of 
all of them and with the amount out-flowing divided between 
environmental releases and human consumptive use, because as I 
understand it in the ACT, the average annual amount withdrawn for 
human consumptive use is about 65 gigalitres out of 494 gigalitres total 
and that means that we are only, even if you allow for required 
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environmental flows of 272 gigalitres, we are only using a third gross of 
the amount available for human consumption. 
 
So the obvious question is, why on earth is there a problem?  The problem 
is not God, God is not on strike.  As we’ve seen recently, the rain is 
falling, maybe someone didn’t tell him about global warming, meaning 
that we’d be in perpetual drought, but he seems to be nice to us.  I think 
the ACT government are bastards. 
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SENIOR COMMISSIONER:  Wearing another hat, I am at the moment 
developing water accounting standards which will apply for Australia as a 
whole which are in part designed to address some of these exact issues of 
data inconsistencies that you’ve highlighted and so I appreciate the point.  
I’m not too sure whether the facts are exactly as you described them, but 
we have looked at that matter. 
 
DR DWYER:  Well, I’d be very grateful to see a reconciled set of figures 
back to 2000 and the start of the drought because, as far as I could get to, 
there just seemed to be - - -  
 
SENIOR COMMISSIONER:  I’m not quite sure that I’ve got sort of 
complete reconciliation of that, but I appreciate the point that you’re 
making, on that particular matter.  In terms of the particular projects that 
we’ve before us at the moment - sorry, before we go onto that, I appreciate 
your point also about the asset base and the asset valuation and as we saw 
again this morning, while ACTEW didn’t make a major issue of it, they 
did yet again sort of say it’s something they’re not going to walk away 
from.  This is this revaluation of their asset base and indeed, in their most 
recent submission, yet again. 
 
DR DWYER:  Well, I would only encourage the Commission to say, 
“Very well, since you’ve raised it gentlemen, I’ll back to 1989, pull out 
the card, we’ll start with 90 million, we depreciate down, where are your 
cheques and receipts for the expenditures, actual cash expenditures you’ve 
made since.  I don’t want any notional figures, I want to see what your 
true cost is”.  If they’re willing to do that - - - 
 
SENIOR COMMISSIONER:  Certainly, sort of we’ve gone through that 
exercise and maybe we’ll make it a little bit clearer in the final report, to 
highlight some of these matters.  The issue of the recycling arrangement is 
one that is clearly of concern to a number of people in terms of what this 
might and where this might take us.  You’ve encouraged the Commission 
to take a harder line.  Do I interpret that to mean that sort of we maybe 
should sort of maybe set out some principles or something of that nature 
in the final report that we would expect to see addressed as part of any 
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final consideration of these sorts of options if we were being asked to sort 
of address the issue of the efficiency of the expenditure, we’d expect the 
prudency of work to be done this standard.  Is that the sort of thing, trying 
to put words in your mouth as it were? 
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DR DWYER:  Yes.  No, no, this is the point I raised in my submission, 
that because one of the things that strikes me as fundamentally 
institutionally corrupt about the Australian regulatory system, and as I say 
I’m using that in the sense of an institutional thing and not making a 
reflection on anyone else and these are purely my opinions. 
 
SENIOR COMMISSIONER:  I appreciate it. 
 
DR DWYER:  I’m not alleging anything against anyone, I’m just saying, 
look, we’ve got to get serious about this as an objective process in 
Australia generally.  One of the things I would insist on is that you cannot, 
as a regulator, mimic a competitive market if you’re focused on using 
price as a resource allocation mechanism because what’s happening is, 
you end up with all sorts of schemes for demand management and so on, 
which are talking about limiting us or allocating a scarce resource.  Supply 
is crucial and therefore it seems to me any sort of comprehensive 
regulatory system should include the regulator’s view on what are the 
costs and benefits of increased supply options. 
 
In other words, if you as a regulator are only looking at, what is the 
phraseology we had this morning, was recovering ACTEW’s costs.  
How can you get to an economically efficient solution unless the regulator 
has an input into saying what those efficient costs are?  So that seems to 
me that the future water options project proposals, be they for lower 
Cotter, be they for Tennent, be they for Tantangara, be they for a Coree 
Dam, be they for sewerage recycling. 
 
All these options should go through the regulator with cost benefit 
analyses of them, for example, in ACTEW’s facts sheet and the future 
waters options project for the Tennent Dam, I think together with the 2004 
report by ACTEW on possible future water sources, I think we were 
looking at perhaps getting water for 20 cents a kilolitre, I think we’re 
paying about $3.60 or something for water at the moment and that facts 
sheet said Tennent water, the getting of the Tennent supply option would 
represent a cost of about $150 per household per year. 
 
Yet just before us, this morning we had the O’Malley Park executive 
saying they had literally spent thousands on their gardens and so on and 
seeing depreciation of their assets or had to try to protect them.  Well, if 
every household in Canberra were told that they could have no water 
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restrictions and water for 20 cents, a marginal cost for 20 cents per 
kilolitre, for about $150 a year, I think they’d be dancing in the streets, 
because the costs being inflicted on the community by these restrictions 
are not insignificant, I’ve had to chop down two trees. 
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By the way, I love this, this is only occurs in communist Russia or 
something, this double-think.  We’re told you can’t chop a tree down but 
then you’re meant to starve it of water so you have to chop it down.  I 
have never understood the logic of people who claim to be concerned 
about the environment and yet puts us in a position where we have to chop 
down trees.  I mean, actually I like trees, they shade the house, they keep 
it cool and so on, but the losses of householders per garden, I think, would 
be anywhere from 1,000 to 20 or 30,000 per household.  I don’t think 
they’re insignificant. 
 
If people had been told that instead of having this, bearing this cost, for a 
much smaller amount of money, you could build a dam or two and, as 
Mr Dorman said, be out of it till 2029, or if you build both Cotter and 
Tennent be out of it another 70 years or so, I think people would say, 
“Well, why not?”, given that the Tennent catchment’s already been 
earmarked as a possible supply. 
 
The rainfall, by the way, seems to have returned to a much more normal 
pattern, I mean I find it amusing to go down the Parkway and the 
propaganda ministry of the ACT is putting out signs saying “This is your 
target” comrades, you know, under or over, feel good or feel bad and 
people look at that and it’s becoming a bit of joke.  They see the Dams 
rising and then I look at the Corin Dam, notwithstanding the amount of 
rainfall we’ve got, not rising much.  I’m starting to think, “Is the ACT 
government desperately and surreptitiously emptying Corin Dam so it 
doesn’t fill, is it desperately trying to make sure that those signs never get 
over 50%, so we don’t score the tick of the good housekeeping seal of 
approval or something.  I mean, it’s mad. 
 
I mean, personally I was joking with someone the other day, “I think 
somebody should round in the night and put signs under those things 
saying ‘Build a bloody dam’,” and get on with it.  But so many people are 
getting sick of it, they really are. 
 
SENIOR COMMISSIONER:  Okay, I think that’s about all I’ve got.  
I mean, you’ve covered so many other things in your written submissions 
 
DR DWYER:  Step pricing.  Actually there was something on step 
pricing. 
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SENIOR COMMISSIONER:  Yes, yes, I was going to come to that.  Just 
reconfirming.  You’re very keen to sort of see the WAC and NFT sort of 
being shown on bills, would it meet what you’ve got in mind if it was 
shown sort of as an indicative amount, rather than at the moment, one is 
able to show the WAC and the NFT fully because of the way it’s 
calculated and put in but if you put it within the total costs, then sort of 
spread over various parts. 
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DR DWYER:  Well, the UNFT is actually already an indicative amount 
because that cost is imposed. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
DR DWYER:  So if the WAC was shown in the same way as the UNFT, 
as computed amount, which is the way in fact the UNFT is passed on. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
DR DWYER:  That’s an arbitrary allocation over volumetric charge, that 
would meet - - - 
 
SENIOR COMMISSIONER:  But the issue really is to sort of say people 
can sort of see what that part of it is, without - - - 
 
DR DWYER:  So that they can see that they need not be paying it.  It is a 
purely arbitrary taxation by government and that comes to step pricing.  
One of the objections I have to step pricing too, is that that is an arbitrary 
form of tax transfer system hidden in prices, because basically the law of 
one price should prevail.  Why should person A down the street pay X 
amount for water, while a person up the street pays 2X for water, simply 
because he’s consumed more water before. 
 
It’s a bit like saying that - I mean, if you went to the people in Australia 
and said that when you go to the petrol station, if you’ve only driven a 
hundred miles, I was about to say, but kilometres in this day and age, I’m 
becoming an old codger faster than I care to.  But if you said to people, 
look, if you’ve driven a hundred kilometres this week, this is weekly 
pricing, the price you pay for petrol is $1.  If you drive 200 kilometres, the 
price you pay is $1.30 and some people would think you were mad.  
Petrol is an essential, just like water.  So I think what’s happened with 
step pricing is, people have confused over the old excess rate system. 
 
In effect, with the old system once we’d rated for every household for 
constructing the dams and built them, we had sufficient storage, we in 
effect had a quota, we had 455 kilolitres each, so we had water security.  
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Now, somehow in the great water reform, the farmers turned their licences 
into property, the urban householders had their quotas stripped and I’ve 
never quite worked how that little swifty was pulled, but the 455 kilolitres 
represented what you prepaid for, in effect, it wasn’t a free allowance.  
It recognised that as a leaseholder, you or your predecessor in title 
coughed up money to build the infrastructure and this infrastructure had 
stored plenty of water, there was plenty there.  Your rates would pay for 
the cost of maintaining the system, you could turn the tap and there it was. 
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The only reason for the excess was that the storage capacity being build 
on a certain average amount of consumption, so you had an excess water 
charge which really should have been hypothecated towards expanding 
infrastructure and expanding the scarcity.  This is one of the problems I 
have with water extraction charge.  If the ACT government is going to say 
that water is scarce and therefore we should charge a price for it, even 
though we’re only using 4% net of the water that falls in the ACT, then 
surely the logical thing to do would be to hypothecate the water extraction 
charge towards the Lower Cotter Dam or at the Tennent Dam, or both. 
 
In other words, if you say you were levying a charge because something 
has become scarce, shouldn’t that charge go towards augmenting supply 
to get rid of the scarcity.  In a normal competitive market, that’s exactly 
what happens.  For example, if the price of wheat goes up, people import 
wheat to compete, just like when prices in Australia rose during the 
drought, and this is an interesting analogy, we started importing wheat for 
the first time in many, many years, so markets respond. 
 
But when governments veto or control the supply situation, there is no 
market to respond and so they can exploit a scarce monopolised resource.  
I think, from the community’s point of view, there are awful excess 
burdens involved in that and they can be a sort that people regard as 
innocuous, for example, how many pensioners, over the last few years 
have suffered emotional stress or sadness at looking at the gardens they 
have tended in their retirement being destroyed? 
 
And what are the medical costs of people in their 70s or 80s or 90s who 
have struggled to build a family home, their kids have left and there they 
are with their nice garden, what are the medical costs of these people 
going around injuring their backs carrying buckets of water around?  I 
mean nobody has attempted to even add up these sorts of costs. 
 
SENIOR COMMISSIONER:  With the pricing of water, if one was to 
take out the stepped approach and just have it as a flat rate for all, amounts 
used, we would obviously start to hear from groups such as the ESCC and 
others in terms of some of the social welfare impacts that that might have 
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upon certain households. 
 
It’s one of the issues that the Commission’s got to give some 
consideration to, now it’s fine for us to say well the government should be 
paying CSOs, but again we heard the ESCC this morning that the 
government have made promises regarding CSOs on electricity and a few 
other things and still haven’t got around to sorting out the arrangements 
despite, I’ve got to say, some attempts by us to ginger them along. 
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DR DWYER:  Well in theory, I mean when you’ve got stepped pricing 
like that what you’ve got is a tax transfer mechanism from those who pay 
more, on the higher rate to those who are on the lower rate and my view is 
that in terms of transparency and accountability if there is to be a transfer 
of money from one group in society to another then that should be done 
transparently through an overt tax system. 
 
And by the way, as for the ESCC they may have some clients but what 
about large families?  We have six children in our family, I’ve kept my 
bills and I think back in 1990 or thereabouts I think our consumption was 
about 1,200 kilolitres or 1,297 kilolitres I think it was a year and I think 
our excess water rates were about $800 a year. 
 
I re-did it and I think on today’s prices that would have been costing us if 
we hadn’t reduced consumption, and in fact our consumption is reduced, I 
think it’s about 900 or 930 now, something like that annually.  But if it 
had been $1,297 I think I worked it out it would be about $4,000 a year 
and that’s still nearer 3 to 3,500. 
 
I mean I work hard, I mean we can manage this but I’ve never been a rich 
fellow and I’m not now but I rather resent my industry and care and 
frugality being ripped off me in the sense the ACT government is 
demanding this and throwing it away. 
 
You can’t assume that high water users are all rich, as a tax transfer 
system it’s a pretty weird one.  That example we had this morning from 
the ESC about an autistic child being in the shower for hours on end.  
That’s something that nobody would have ever thought of until it was 
raised here, but things like that occur. 
 
And what about people that have skin problems and medical baths?  In 
terms of a tax transfer system it’s an extremely arbitrary one.  You know 
there are many cases where people have picked proxies for wealth and 
they’ve often been sadly misguided because if those proxies are variable, 
people can manipulate them.  So something, in effect, in hitting people 
with high water bills, you may end up destroying middle-class suburbs 
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and making having a front lawn the sign of conspicuous consumption of 
wealth.  
 
Now, how is Australia improved by the ordinary suburban garden being 
turned into a status symbol, so ordinary people are reduced to living in 
dustbowls and only the very rich can have a nice garden.  I mean, 
Australia has always prided itself on its lovely suburbs, without its ghettos 
and its crime-ridden streets and so on, but in degrading the overall urban 
environment, there is huge negative externalities and that’s one thing that 
annoys me when I see people talking about externalities in the case of 
water supply and 90% of the time they are always talking about negative 
externalities.  What about the positive externalities, a beautiful streetscape 
gives pleasure to the fellow who walks down it.  It gives me pleasure to 
see pensioners caring for gardens of their own volition and creating 
something nice for me to look at.  Economics is not necessarily about 
everybody getting something at someone else’s expense.  Economics is a 
process of social cooperation.  There are abundances that flow out of this, 
which are not recorded and can’t be recorded.  They are externalities but 
they’re not necessarily bad externalities, they’re often good and therefore 
to be encouraged. 
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SENIOR COMMISSIONER:  Yes, yes.  Anything else we want to pick up 
with that?  I think that’s fine from me from questions, unless you’ve got 
anything else that you want to add? 
 
DR DWYER:  No, I’d just like to thank you for your indulgence and my 
frank and fearless encouragement.  I do want to stress that anything I’ve 
said has been purely a matter of opinion and not a reflection on anyone, 
but as I said, if I had my druthers, and as I’ve said, no way, I don’t have 
your job. 
 
SENIOR COMMISSIONER:  Thank you very, very much.  Well, we 
welcome Scott Crawford.  Look, why don’t I let you introduce yourself 
and then you can speak to sort of the points you want to make and we can 
go from there. 
 
MR CRAWFORD:  Okay.  My name’s Scott Crawford, I’m an ACT 
resident.  I made a submission about ACT residential wastewater pricing. 
I think the current system is one where you’ve got a flat price for 
residential wastewater in the ACT and I notice from an earlier pricing 
paper that was put out, that various capital cities around Australia have 
like a flat pricing and a single volumetric price that’s just based on the 
water consumption. 
 
Well, I guess I was thinking back to an earlier thing that ACTEW, or one 
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of its predecessors, got this fellow called, I think it was Professor Max 
Neutz (?) or however, I don’t know how you say his name, but he did a 
paper on water pricing and one of his things was that waste water tends to, 
be fairly flat in the use and the question, if you don’t measure the actual 
quantity, how do you, if you haven’t got a metre measuring the flow sort 
of thing, how do you estimate what residents actually use. 
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My pricing was based on the idea that in Canberra the winter water 
consumption by residents was quite parallel, tended to parallel the amount 
of waste water that was used in quantity, so in the submission I made an 
assumption that under the heaviest level water restrictions in the ACT, 
that the amount of waste water that residents used would move in 
proportion to the amount of water actually consumed and just made some 
price adjustments in relation to that.  The submission, well, I suppose I’ll 
just read from your description of it. 
 
SENIOR COMMISSIONER:  Please, yes. 
 
MR CRAWFORD:  I related to the adaption of it, two part tariff approach 
to residential waste water customers that proposal advocated, this is just 
reading from what the ICRC has - can’t think of the name of it. 
 
SENIOR COMMISSIONER:  The draft - - - 
 
MR CRAWFORD:  The draft report and pricing foundation and page 126 
of that, the proposal advocated a fixed quarterly charge plus a water 
consumption based volumetric charge, where the volumetric charge is 
adjusted up or down using a pro-rata method or a standard percentage 
dependent upon both the seasons of the year and the stages of water 
restrictions in force during the metered period.  So the idea was to 
estimate from the water consumption that people had, which we had, gets 
measured, sort of with the idea of estimating something that we didn’t 
have a direct measure for. 
 
Because in Canberra you tend to have more water use during summer, that 
people want to water their gardens or something, I thought, okay, well, 
make an adjustment for that thing and because we’ve got these water 
restrictions and that sort of might squeeze down on the amount that people 
might tend to consume during summer say, then make another little fiddly 
adjustment for that, to more closely approximate your idea of what the 
amount of waste water that people use was.  So, yes, that was basically it.  
It’s just an estimate of a way of estimating how - a way of estimating the 
amount of waste water that people use. 
 
SENIOR COMMISSIONER:  Yes.  Well, thank you for that.  In our 
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report, as you say, we endeavoured to pick up on that issue, that 
suggestion sort of linking waste water usage to water coming in and sort 
of looking at the possibility of some form of tariffing structure around 
that.  As we said in the report, there’s been a process underway, taking all 
too long, but it largely reflects some data problems that ACTEW was to 
be looking at their trade waste charges and then in the process of that, 
reviewing what the final sort of structure and so forth might be. 
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When we looked at this issue and without sort of taking an account what 
the trade waste issues might be and dealing with that sort of separately, we 
were trying to sort of come up with something that was maybe reasonably 
sort of simple to apply, but what you’ve - so we stayed with the sort of the 
fixed amount.  But your submission and indeed some earlier comments we 
heard today, highlighting maybe the impact that the fixed charge element 
has upon people’s understanding of what they’re paying, because they 
tend to sort of see their water and waste water charges all as one, without 
necessarily differentiating between what’s happening in them.  Now it 
potentially has some merit. 
 
Did you see this as, you know you would vary it on the basis of seasonal 
movement or you base it around maybe the winter use of water as being a 
better indicator of what the consumption of water might be? 
 
MR CRAWFORD:  I based around winter consumption, I use as the proxy 
for the amount of waste water that was produced, and I understand that 
you’ve got that flat thing and then during spring water consumption might 
go up, in peak summer time and then go back down to winter so the 
estimate I used was to allow for that fluctuation during the year by 
charging - during summer you tend to charge a lower rate for the waste 
water on a consumption basis too, so that would flatten out the amount of 
waste water pricing. 
 
So what you’re trying to get at is an estimate of something that’s pretty 
flat during the year and just using a figure that fluctuates maybe fairly 
predictably during the year, so I was just trying to get something that gets 
halfway there to what the actual figure is and which might be fairer. 
 
SENIOR COMMISSIONER:  You could cook them a couple of different 
ways. 
 
MR CRAWFORD:  Yes, that’s just a proxy that I thought that sounds 
different.  In a couple of cities they just use the flat water consumption but 
I thought because Canberra has got this relatively high summer 
consumption during the year compared to other cities that this seasonal 
water restriction thing might get you a better estimate. 
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SENIOR COMMISSIONER:  I think as I say it’s not something that 
we’ve dismissed, clearly an issue has been raised, not here today but in 
other submissions and at other times people’s perception of what that 
fixed amount is and the tendency to confuse their total water bill, the fixed 
amount for waste water and therefore say I don’t see very much 
movement in my water bill when I use less water, or something of that 
nature where in effect what’s happening is they’re possibly - there were 
recent discussions this elsewhere - confusing the total, one which includes 
waste water as well as potable water, so you finish up with that confusion 
whereas if you pick up the point you’re making and link it to some form 
of demand it starts to introduce that in.  Have you lived in areas where 
they’ve done that in actual fact, have you had direct experience of that? 
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MR CRAWFORD:  No. 
 
SENIOR COMMISSIONER:  You’d be just here from Canberra. 
 
MR CRAWFORD:  I haven’t been in a situation where I’ve had the 
responsibility. 
 
SENIOR COMMISSIONER:  Are you a large user of water? 
 
MR CRAWFORD:  No, not really, no I’m currently living alone so I don’t 
use that much water. 
 
SENIOR COMMISSIONER:  Okay, so you’d expect that to balance out 
(1) in terms of your costs, but also you wouldn’t be using the waste water 
services? 
 
MR CRAWFORD:  Yes, I guess so.  At the moment I probably think 
maybe I’m paying too much in wastewater charges. 
 
SENIOR COMMISSIONER:  One of the things obviously we do with 
water there’s a fixed charge on it which is addressing the costs associated 
with ensuring maintenance of connection, would you envisage the same 
sort of thing with waste water?  There would be at least some sort of fixed 
charge component? 
 
MR CRAWFORD:  Yes, the submissions, I made a plunge at say roughly 
40% of the overall ...(indistinct)... charges might be a flat charge, then you 
get your volumetric charge covering the other 60% roughly, no particular 
scientific way of doing that but I think Professor Neutz (?) thing, his paper 
might have said but - most, the majority or some sort of fair quantity of 
the charges would relate to some sort of consumption thing, so I thought 
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okay a bit over 50%, 60.   
 
I think I used one of the other cities in one of the price papers that you put 
out - I made a guess, maybe guessing on average price - average water 
consumption that might come out at something like 40%, something like 
that, okay, that will do,  
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SENIOR COMMISSIONER:  Look, thank you for that.  You raised a very 
good point and an issue, I’m conscious that we haven’t made as much 
progress on the waste water pricing structure over recent years despite 
some earlier promises that some things might be done by now you’ve just 
highlighted the issues that cause us to go back and have a look at it.  
Okay, well thank you very, very much. 
 
Now I think Peter Jansen.  We welcome Peter Jansen to the inquiry and 
Peter you’re from the Property Owners and Rate Payers Association just 
to confirm your President in fact - - -  
 
MR JANSEN:  Yes, President of the Property Owners and Rate Payers 
Associations. 
 
SENIOR COMMISSIONER:  We’ve had a brief submission from you 
again which is available on our website and in our public documents but 
you might want to speak to some points from that and here’s a chance to 
raise a couple of questions. 
 
MR JANSEN:  Yes, okay.  Thank you very much.  Appreciate that.  Is 
there anyone here by the way from ACTEW at the moment?  We have a 
problem that there’s a public perception at least regarding ACTEW’s 
credibility and its responsiveness to listening to Canberrans on these 
issues. 
 
With respect, myself, we don’t see them here listening to everyone today.  
I just simply make that point.  Part of the problem with their credibility of 
course is community frustration as to what’s been happening in Canberra 
over the last 5 or 6 years, particularly with the drought and part of it, we 
think, with ACTEW of its own making and not being more responsive to 
community concerns and addressing those. 
 
So I think ACTEW needs to look at that.  Moving on from there, we 
mention in our submissions we’re concerned about the water abstraction 
charge WAC and the utility charges.  We understand there’s a 
consideration being given to not showing those as separate items on - - -  
 
SENIOR COMMISSIONER:  Certainly if by including the costs as part of 
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ACTEW’s total costs then they wouldn’t automatically appear as separate 
items the way they do at the moment, the reason they appear as separate 
items in the bills at the moment really is a function of the way in which 
we had to administer their introduction and change over the last period.  
With the new determination we are able to build them in as part of the 
total cost and so they would disappear in that way as it stands at the 
moment. 
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MR JANSEN:  We, like others, express serious concern with that because 
we think in the interests of transparency these really are taxes and charges 
imposed by government.  I think it’s a direction that they have and not a 
request and as such we think that it is important to maybe separate it so 
that people are aware of what additional taxes and charges they’re paying, 
as is the GST items compulsory the GST, for instance, which is a federal 
government tax, is itemised separately on accounts. 
 
We see no difference with that, in fact perhaps the move is politically 
motivated to make it look more palatable on people’s accounts so we 
make that point … 
 
 
… Something we didn’t address in our submission and has been of some 
concern to us for some time, in fact I think last time we appeared here was 
about 6 or 7 years ago and we haven’t settled, done a great deal since 
because we were relatively happy with the processes in place. 
 
And there’s been a lot of other community groups interested and we’ve 
left it to them.  But there’s a lot of discussion about the pricing structure 
and how charges are made.  We suggest that probably, well well over half 
of the households in Canberra don’t pay for water usage directly. 
 
Units and townhouses in Canberra are now getting to be a fairly high 
proportion of the total number of properties.  I’m led to believe it’s getting 
close to 50% of the total number of properties in Canberra.  There’s no 
requirement that those properties be individually metered in any way, 
shape or form. 
 
And even the concerns expressed by the O’Malley residents earlier on, 
they don’t have separate meters there and therefore that is really part of 
the problem.  So you’ve got about 50% as I understand it, units and 
townhouses aren’t separately metered. 
 
In addition to that you’ve got something like 30% of the total number of 
houses in Canberra are let as rental properties.  Most of those don’t have 
water usage charges passed on and in particular ACT Housing which I 
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think represents about 11 or 12% of total properties in Canberra, they 
don’t pass on water charges either. 
 
So we have over 50% of water users in Canberra not actually paying 
directly or receiving accounts directly for their water usage, so we would 
question how effective some of the pricing decisions are where they’re 
related to usage if people can’t directly see what they’re using and have no 
real incentive to modify the way they use water. 
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So for instance you’ve got two separate categories here with units and 
townhouses, one is the category of those already built and retrofitting is a 
major problem with those.  But the other part of the equation is the ones 
that are in the process of being built or about to be built or going to be 
built next year or the year after. 
 
There are still no requirements in place in the ACT, as I understand it for 
separate water meters to be fitted to those properties.  We have special 
requirements regarding the sort of taps to be used, the sort of shower 
heads, hot water systems all those sort of things but no requirement in 
terms of water meters so individual occupants have no real idea of how 
much water they are using or not and as a result there’s no great incentive 
for them to significantly modify their use, because they’re not seeing the 
bill. 
 
And the thrust of what is being talked about today is how much people 
pay for the water they use, when in fact I suggest to you the majority of 
Canberrans, more than 50%, don’t actually pay directly for that water.  So 
we have a problem there in how does one address that. 
 
And I was wondering from your point of view has this been taken into 
account to date and what sort of solutions - we need to take this into 
account in water pricing, what sort of solutions there might be to this 
problem.  One of the solutions, in part I think, is in terms of the tiered 
structure, they’re just abolishing all sorts of tiered structures and just 
having a flat charge per kilolitre of water. 
 
There have been some questions raised in that in terms of social equity 
and fairness, in terms of people who are disadvantaged and unable to 
afford their costs, and our view on that would be it’s not for other users to 
subsidise, any subsidies of that nature should perhaps come from general 
revenue and not other users. 
 
And that is the case, I understand, with some other services providers, for 
instance I think it’s Telstra, the federal government gives pensioners a 
rebate every 3 months of $22 does it not for their utility charges, that way 
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Telstra doesn’t give discounts to pensioners any more, I don’t think they 
do anyway and so that’s the sort of model is perhaps a fairer way and that 
way you don’t have these sorts of problems. 
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If you do that you don’t have the problems of saying who should pay 
more and who should pay less or whatever.  I’m not as much offering a 
solution to that problem but just saying that is a far bigger problem than I 
think has been realised or picked up on and I think the government needs 
to show leadership in the area by at least saying “Okay, all new properties 
from here on must have a separate water meter”. 
 
The question then for whether the body corporate gets a bill or each 
individual unit holder and all the separate meters are read is a separate 
discussion, but the simplest way to solve that problem of course is just to 
continue with the current system, and then if the body corporate so 
decides it can read the separate meters and bill the occupants separately.  
So I think that needs a fair amount of attention.  
 
And the last point we want to talk about was the so-called experimental 
plant.  I think a lot has been said about that today.  We’ve made our point 
on that.  We are of the view that it is not an ACTEW decision but an ACT 
government decision that that should happen.  We think that there’s a real 
possibility that it is a political grandstanding thing, that certain people 
would like to be seen in Canberra’s history as being visionary and it could 
in fact be visionary but I very much doubt it.  I think it’s more likely to 
establish the status of a white elephant if it even happens.  So history will 
tell there, but that depends on what finally happens.  I think those are the 
four points I really want to make. 
 
SENIOR COMMISSIONER:  Okay, thank you for that.  The 
identification of the WAC in amounts I hear a point and it’s been made by 
a number of people, you went on to say 50% of people don’t even see 
their bills.  I’m wondering whether or not you’ve just devalued the 
argument in the sense that if people aren’t seeing these things - - -  
 
MR JANSEN:  Well they’re not seeing them directly, but I think those 
who do see them directly are entitled to know what the charges for water 
are based on return to ACTEW assets, whatever is appropriate, and the 
costs involved and all those sort of things.  But where there are separate 
government taxes and charges I think they’re entitled to know the 
differences there.  I don’t think it detracts from the argument at all.  I think 
what I’m saying is the people who don’t see the bills should see the bills 
and then that gets around that problem. 
 
SENIOR COMMISSIONER:  And this goes back then to the issue of 
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metering in terms of requiring meters be placed into every new set of 
apartment and built apartments? 
 
MR JANSEN:  That’s right, that’s right.  I think ACTEW has a problem 
with that in terms of reading them all and going around, the simple way to 
solve that initially is to still read the one meter for the body corporate but 
then say to the body corporate “If you wish to read the meters individually 
and bill people that’s up to you”.  There would be arguments for and 
against that but I don’t see a major problem there. 
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SENIOR COMMISSIONER:  Presumably this has some impact upon the 
costs of building and plumbing and so forth? 
 
MR JANSEN:  Yes, but so do water efficient shower heaters and shower 
heads and all those sort of things, the requirement that people install tanks 
and everything else.  All these things have a cost, but the benefit also 
needs to be outweighed there as well. 
 
We have something like about 65% of people per household not receiving 
directly a water account.  It doesn’t encourage water conservation, that’s 
our concern. 
 
SENIOR COMMISSIONER:  You’re favouring a flat rate on the water 
charges? 
 
MR JANSEN:  I’m suggesting that that should be considered a strong 
possibility and any subsidies should be direct from the government. 
 
SENIOR COMMISSIONER:  We heard just prior to you speaking, 
Mr Crawford’s views regarding wastewater.  Have you had any thoughts 
in terms of that area? 
 
MR JANSEN:  No not really, it’s an interesting concept the wastewater 
one, you know whether you charge, how you charge for that.  I mean 
you’re already paying for the water in the first place and then you’ve got 
to pay to wash it away again, so it’s an interesting discussion but it’s not 
something we’ve give a great deal of consideration to, no.  I think waste 
water, particularly on the commercial side perhaps is slightly different, I 
know that some New South Wales councils charge a loading of 50% or 
something on top of the water consumption rate and that’s the way they do 
it.  If you’re going to flush a certain amount of it away, so I suspect that’s 
the way that’s calculated. 
 
SENIOR COMMISSIONER:  You wouldn’t see any difficulties if one 
was to go down where there was a variable waste water rate it’s not going 
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to particularly affect other than the fact that - - -  
 
MR JANSEN:  I wouldn’t be prepared to commit myself to something 
like that till I saw what sort of proposals were in mind, but I think the 
waste water - it’s related a lot to the water consumption so I think we 
already pay for it in that sense anyway. 
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SENIOR COMMISSIONER:  It’s actually recovery of the total cost, we 
review and assess the total costs of the waste water operation separately 
from the potable water operation and then basically it’s allocated across 
all premises in the ACT, all customers who are sort of requiring waste 
water services.  So effectively it’s an average cost across everybody as - - 
- 
 
MR JANSEN:  Yes, I don’t think ACTEW charged on a number of 
fixtures for households any more do they, they used to once. 
 
SENIOR COMMISSIONER:  No, that’d be doing it on a household, or 
something. 
 
MR JANSEN:  They do, but it was commercial property is charged on a 
number of fixtures. 
 
SENIOR COMMISSIONER:  Commercial property, yes. 
 
MR JANSEN:  So that is, in a sense, addressing it from a commercial 
sense, but not from a residential sense. 
 
SENIOR COMMISSIONER:  Yes, yes.  You’ve said experimental water - 
the re-use plant should be - it shouldn’t be a ACTEW decision, it should 
be a government, in effect that’s what’s being proposed at the moment. 
 
MR JANSEN:  I don’t know whether I said it should be a government 
decision, I said I think that it has been a government decision. 
 
SENIOR COMMISSIONER:  Yes. 
 
MR JANSEN:  We feel that it was a government decision. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MR JANSEN:  To do that, not an ACTEW decision. 
 
SENIOR COMMISSIONER:  Yes, that’s right, that’s very much the sort 
of situation. 
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MR JANSEN:  And if it wants to gauge the public receptiveness to that, 
we’d suggest that they - if they’re going to spend a hundred million on 
that, add 10 million a year through the rates bill and put it on as a special 
levy on rates bill and the public would certainly let them know very 
quickly how they feel about it. 
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SENIOR COMMISSIONER:  Anyway, that seems to fall in line with the 
suggestion earlier in the day that in fact we should treat this as a tax 
arrangement, rather than sort of a charge that ACTEW would put through. 
 
MR JANSEN:  Well, I think I used the words earlier on that perhaps it 
might be, the whole concept may be there for a political grandstanding 
purposes.  That’s one view and I think there’s a fair amount of - well, I 
think it quite possible that’s the case. 
 
SENIOR COMMISSIONER:  Yes, yes.  Yes, yes.  Okay, I think that 
about covers it, in fact in looking at your submission, they were the points 
I’d marked as well, so I think that’s covered it.  But interesting your 
comment that, sort of, that you feel that over 50% of people, you know, 
not sort of seeing the accounts directly, I mean that does raise that interest 
point about to what extent - - - 
 
MR JANSEN:  Well, I’d been surprised that it hadn’t been picked up 
much on what I’ve seen so far. 
 
SENIOR COMMISSIONER:  Yes, yes. 
 
MR JANSEN:  It’s a huge proportion when you sit down and do the 
numbers.  It’s evolved, I mean 6 years or 7 years ago when I was first 
appearing before you, it wasn’t a big issue. 
 
SENIOR COMMISSIONER:  That’s true. 
 
MR JANSEN:  But today we have, I think, there’s more units and 
townhouses in Canberra than we have actual houses, it’s getting pretty 
close anyway, so it’s becoming a problem.  As we have more and more, 
the percentage will only grow not reduce, so I think it’s something we 
need to address really. 
 
SENIOR COMMISSIONER:  No, that’s good.  All right then, well, thank 
you very, very much for that, Peter, I appreciate your input and your 
comments. 
 
MR JANSEN:  Good, thank you very much. 
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SENIOR COMMISSIONER:  Well, is there nobody else, that wants to 
make a submission.  Sorry, I beg your pardon, my apologies. 
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MS HADOBAS:  Sorry, no.  I didn’t put my name down. 
 
SENIOR COMMISSIONER:  Yes.  No, no, no, we’ve spoken before. 
 
MS HADOBAS:  Yes. 
 
SENIOR COMMISSIONER:  Sorry about that. 
 
MS HADOBAS:  That’s okay.  My name’s Helen Hadobas, I’m here as a 
private citizen but I am also a staff member of the Australian National 
Botanic Gardens.  I just want to say that the point that Peter raised, just 
now, is very much the same point that I raised in my submission, that 
because the gardens is metered once, I presume, I’m not really sure, but no 
matter how much water we try to conserve, we’ve inevitably going to be 
charged at the higher tier rate, so there’s no incentive via the water - the 
tiered structure, for us to use less water. 
 
Just the cost of water, whether it was a flat rate or whatever, a flat rate 
would be equally conducive to using less water at the Botanic Gardens, 
but because it’s a tiered structure, it’s actually quite unfair.  It’s unfair in 
the same way that you might have several hundred people living in a 
block of flats, no matter how much each individual reduces their water 
usage, it makes no difference to the rate at which they’re charged. 
 
So I’d just like to reiterate that point from the point of view of a garden 
and I don't know that I need to go on because my submission is there in 
writing, about how the water charges have affected the gardens, in terms 
of drastic measures being proposed including losing some of their plant 
collections.  In fact not officially, but there have been rumours of staff 
redundancies and partly that’s because of the cost of water eating into our 
budget.  That may be inevitable, but I think a fairer water price structure, a 
flat-tiered rate would help us. 
 
SENIOR COMMISSIONER:  Look, thank you for that.  Now, in looking 
at your submission, when I was reading through this, it struck me that sort 
of that even with a flat rate, there probably wasn’t going to be that much 
of a saving, I mean there certainly is a saving over the first - I mean in 
terms of the proposal we have at the moment over the first 200 kilolitres, 
but I don’t think you actually put down here anywhere how much water 
the gardens use. 
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MS HADOBAS:  No, as a member of the public, I didn’t access to the 
actual figures. 
 
SENIOR COMMISSIONER:  No.  No, of course not. 
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MS HADOBAS:  So I only have - I don’t have any figures.  I just know 
what management has told staff generally. 
 
SENIOR COMMISSIONER:  No, that’s fine.  No, it was a matter of I just 
wondered what effect it would have in terms of where the gardens is at, 
I mean sort of it would have some effect, for the first 200 or so kilolitres 
but we’re only talking probably something of the order of a few hundred 
dollars in the overall cost to saving that might be there.  The top rate 
might come down a little bit as well, so there might be sort of a few extra 
cents there. 
 
MS HADOBAS:  Well, you realise we’re watering the whole Botanic 
Gardens, all the plants. 
 
SENIOR COMMISSIONER:  that’s right, exactly. 
 
MS HADOBAS:  There are many, many, many thousands of dollars each 
year. 
 
SENIOR COMMISSIONER:  Exactly, exactly. 
 
MS HADOBAS:  What’s the current different in the water price, goes up 
from - - - 
 
SENIOR COMMISSIONER:  Well, the current - John will enlighten me, 
the current rates. 
 
MR LOGAN:  It’s 2.57 is the high price, including the WAC. 
 
SENIOR COMMISSIONER:  And then? 
 
MR LOGAN:  It goes down. 
 
SENIOR COMMISSIONER:  And the WAC, there’s an absolute number 
all the way through. 
 
MR LOGAN:  Currently, including the water extraction charges and the 
network facilities tax, it’s 3.21 for the highest rate and then it’s down to 
$1.14½ for the first 400 kilolitres. 
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MS HADOBAS:  So that would make a huge difference to us if it was all 
charged at $1.14. 
 
SENIOR COMMISSIONER:  Yes, but that wouldn’t recover the revenue 
required to sort of run the service, that’s the point.  The lower rate there is 
in actual fact, as people have already indicated, is a concessional rate 
below the marginal cost.  The upper rates that are above the marginal costs 
are effectively cross-subsidising each other, that’s effectively what’s 
happening and this is the point that was being made by some of the earlier 
speakers. 
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MS HADOBAS:  Okay. 
 
SENIOR COMMISSIONER:  So that does have an impact there.  
So while there’d be some saving, don’t get me wrong, but give the volume 
of water being used at the Botanic Gardens, I was just a bit unsure as to 
what impact it might have. 
 
MS HADOBAS:  I really don’t know. 
 
SENIOR COMMISSIONER:  No.  Again, just trying to sort of think it 
through, I mean, you’ve got now discussions around a proposal to take 
some water from the lake, I think, in actual fact. 
 
MS HADOBAS:  That’s right. 
 
SENIOR COMMISSIONER:  Or something of that nature and that will 
take some time to put in place. 
 
MS HADOBAS:  Yes, we’re talking about at least a year, I think. 
 
SENIOR COMMISSIONER:  Yes. 
 
MS HADOBAS:  Possibly more. 
 
SENIOR COMMISSIONER:  Yes, yes, easements and so forth to be able 
to run pipes and pump and so forth up to it, yes, so that might have an 
impact upon it.  But while the argument stands, it’s still a legitimate 
argument, the point that you raised.  I’m not too sure whether or not you 
can save the Botanic Gardens as much as you might like to think it will. 
 
MS HADOBAS:  Right. 
 
SENIOR COMMISSIONER:  Given those numbers, yes.  No, but I’m 
glad you actually brought the matter up and I had a chance to sort of raise 
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it with you, because in reading the submission and thinking about it, it’s 
important to note that sort of in the proposals, even the proposals we’ve 
had today from various people to go to a single rate, doesn’t bring us all 
down to the bottom rate, and that's an important point to note there, there 
is a rate that’s going to be somewhat less than the top rate. 5 
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MS HADOBAS:  Yes. 
 
SENIOR COMMISSIONER:  Particularly on the two-tier proposal that’s 
in our draft report at the moment, that there will be some saving there, but 
it still would be above, probably well above, the bottom rate that we were 
proposing, as it stood in the draft report.  But we would have to do the 
numbers and we will think about that. 
 
MS HADOBAS:  Okay.  Anyway, I guess my point is that it would be 
fairer. 
 
SENIOR COMMISSIONER:  Yes, yes.  No, no, no, and I’ve heard that 
comment from others as well, yes, and I thank you for that.  Okay, well, 
thank you very, very much. 
 
MS HADOBAS:  Thank you. 
 
SENIOR COMMISSIONER:  Nothing else that you want to add further 
about that. 
 
MS HADOBAS:  Thank you. 
 
SENIOR COMMISSIONER:  Thank you very, very much and thank you 
for the submission, very helpful.  Well, that being the case, I think we can 
officially close the public hearings.  What we do now is, we review the 
draft report, we take on board the issues raised in the submissions in this 
public hearing.  The public hearing minutes will be available on our 
website ultimately, or contact the Commission next week, they’ll be 
available.  Then the final report is due out on 11 April.  Thank you all one 
and all, thanks.  
 
 
ADJOURNED [3.21 pm] 
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