
Submission to ICRC Review of Water Prices 

Kevin Cox
22 Yirawala St
Ngunnawal
ACT 2913

This submission takes note of the directive from the ACT Government for the ICRC to consider.

• The territory intends to continue to impose the Water Abstraction Charge (WAC) on ACTEW and 
all other water takers to reflect the value of water as a scarce resource. 

• The charge may be set for the period 2008–09 to 2013–14 to support the policies of the ACT 
Government as set out in the document Think Water, Act Water—Strategy for sustainable water 
resource management in the ACT, which has as its target a ‘reduction in per capita consumption 
of mains water by 12% by 2013 and 25% by 2023’. The charge should support such further 
reductions in water consumption as are necessary, having regard to the impact of drought or 
other factors affecting the availability of water for supply in the territory. 

• In making the price direction, the Commission is required to have regard to the charge and the 
possibility that the territory will change the level of the charge, as well as ecologically 
sustainable development 

and for Actew's request for the ICRC to consider more flexible pricing arrangements to allow Actew to 
provide price signals to consumers to reduce demand.

This submission provides a mechanism to achieve these goals in an open transparent and socially 
equitable manner.

Price increases are necessary to ensure the development of ACT Water supplies. This submission 
recommends a socially equitable, market based method to achieve the goal of funding the 
infrastructure required for a sustainable water supply for the ACT. The approach creates a market for 
ways of saving water and generating new supplies. The delivery of water is a "natural" monopoly but 
choosing the best ways to supply or save water lends itself to a market based solution. This submission 
outlines how this can be achieved by describing the system, showing why it is economically efficient, 
socially equitable and leads to a flexible water pricing policy.

System Overview

The proposed system defines an allocation of water for all Actew users. This allocation varies depending 
on the characteristics of the users but is biased to a “per head” allowance for residential and upon best 
practise usage for businesses and other organizational users.
The price of water is initially fixed at rates recommended by Actew to achieve the required investment 
in infrastructure to deliver water, increase supply and in ways to save water. Actew can also include 
price increases to reduce demand and it can include the water abstraction charge in the price increases. 
However, instead of the money collected from price increases going directly to Actew and the 
government, we propose that it is returned to consumers and the government in the form of Rewards. 
These Rewards are a “voucher” that may only be spent on approved ways of saving or increasing water 
supply or designated government projects, including investment of Rewards with Actew through 
infrastructure bonds or some other financial instrument. Distributing the abstraction charges through 
Rewards will help the government be transparent and inform the public of the use of the funds.

Any organisation or individual (including the government) wishing to increase supply or save water will 
be able to compete with Actew for funds from Rewards holders. Rewards recipients are free to choose 
which of the available infrastructure projects they invest their Rewards in and any income from these 
investments is returned to the Rewards investor.
The total value of Rewards released to the market is set at the level of funding desired for infrastructure 



investment. The number of Rewards provided to each individual consumer is determined according to 
their water allocation.

Benefits of a Market Based Approach 

This approach creates a market for infrastructure to save or increase water supply. It does not create a 
market in water.
It encourages people to use less water as they will obtain a financial Reward for consuming relatively 
less than others but they will have to contribute to the increase in supply by investing their Rewards in 
home, community or system infrastructure. The system is equitable as those who consume more pay 
more, while those who consume less obtain Rewards.
The approach has several other benefits. It means that prices can be increased in response to water 
shortages, allowing Actew to use price for demand management of all water. It remains socially 
equitable because the extra funds are returned to users and invested in infrastructure. It means that 
the ICRC need only consider the appropriate profit to be earned by Actew and need not determine the 
price increase necessary to both control demand and to invest in infrastructure. That is, ICRC's role 
becomes one of determining the profits of Actew and need not concern itself with infrastructure, social 
equity or many other considerations required in its current deliberations. It means the government can 
stop costly rebate and education programs as suppliers of these services can be paid with Rewards.
Rewards are tradeable and may be sold by Rewards holders but Rewards can only be used for approved 
goods or services, and suppliers of those services redeem Rewards. It is noted that the value of 
Rewards will reflect the marginal cost of supplying new water which is the same result as obtained by 
creating a water rights trading system where the value of water rights will tend towards the marginal 
cost of new water. However, the Rewards approach will result in relatively stable prices, allow more 
flexibility in ways to save water and will require lower overall prices of water because all Rewards will be 
spent on increasing supply while with trading, only a proportion of the funds obtained by trading will 
ever be used to increase supply.

Why Water Rewards is the most cost effective way to achieve Water 
Sustainability? 

Water Rewards is a cost effective way of spending funds on water infrastructure because the system 
operates at different levels. It is designed to reduce consumption and increase supply through a market 
in water infrastructure. The buyers in the water infrastructure market are those who hold Rewards. The 
sellers are organisations (including Actew) who have ways of both saving water and increasing the 
supply of water. The existing system - where all funds raised from customers for infrastructure is left 
with Actew- results in Actew being both the buyer and the seller of water infrastructure and this limits 
the effectiveness of the infrastructure marketplace. It restricts the ability of other suppliers of 
infrastructure to compete with Actew.
A Rewards approach also means that a market will arise for water because Actew will not be the only 
supplier. It enables a company to invest in ways to recycle the water that it has purchased from Actew, 
harvest water falling on its own property, and sell water through its own distribution network to other 
companies or to Actew.
Water Rewards works to achieve sustainability in three ways.

1. Consumers are Rewarded for consuming less. The less consumed the greater the Reward. 
2. Consumers are penalised for consuming more. The more consumed the greater the cost. 
3. Rewards recipients must spend their money on ways to reduce consumption or to increase 

supply. Each recipient will choose the most cost effective way for them of spending Rewards. A 
typical example is a company that earns Rewards. It can either spend Rewards on ways to 
recycle water internally, supply recycled water to other companies, or buy infrastructure bonds 
from Actew. 



Recommendation 

It is recommended that ICRC allow Actew to increase prices if the money from any increase is 
distributed via a Water Rewards system. It is recommended that a single independent organisation be 
established to run Water Rewards. This could be a company under license, a cooperative of Rewards 
holders, or a statutory authority. It could be regulated by ICRC and be required to demonstrate its 
value through showing the cost of saving water and increasing supply. It should be independent of 
Actew and the government to prevent possible conflicts of interests in the way Rewards are distributed 
and spent.
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