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Ms Mary Ann Hartley Q.C. 
President, Industry Panel 
GPO Box 158 
CANBERRA ACT 2601 
 
 
Dear Ms Hartley 
 

Response to letter regarding ACTEW's proposed prices for water and sewerage services 
 

Thank you for your letter dated 24 September 2014, which provides ACTEW Corporation (ACTEW) 
with opportunity to comment on the prices inferred by the Industry Panel's (Panel's) technical advisors 
based on ACTEW's forecasts. 
ACTEW is keen to avoid any possible confusion on this issue and to that end we wish to outline our 
understanding of the nature of those prices. ACTEW interprets that the prices calculated by the Panel are 
based on updating Attachment 17.9 of ACTEW's April 2013 submission to the Independent Competition 
and Regulatory Commission (ICRC) for: 

• ACTEW's current proposed revenue requirement for 2013-14 to 2017-18; 

• ACTEW's current proposed water sales forecast for 2015-16; and 

• water sales forecasts derived from ACTEW's current model for 2014-15, 2016-17 and 2017-18. 

On this basis, ACTEW can confirm that the prices inferred by the Panel are representative of the 
revenue cap path that would have been proposed by ACTEW in 2013 had this information been 
used in ACTEW's submission at that time, without any mechanism or alteration to the method to 
manage bill impacts.1 

ACTEW also notes for your information that updates could be made for actual water consumption, 
customer and fixtures quantities for 2013-14 and for revised forecast numbers of customer supply 
charges for 2014-15 to 2017-18 based on the revised historical data provided by ACTEW in section 

1.4 of its demand forecast information return on 15 August 2014. The model could also account for 
the pro rata application of prices over changes in financial year, which leads to a portion of the 
volumes billed in a given financial year being charged at the previous financial year's prices. 
Although pro rata pricing was not taken into account in Attachment 17.9 of ACTEW' s submission to 
the  ICRC  in  April  2013,  it  was  subsequently  accounted  for  in  the  ICRC  pricing   model  at 

 
 

 

1 Attachment 17.9 of ACTEW's April 2013 submission was used to calculate the revenue cap path proposed in section 
1.11.1 of its submission, rather than to propose unit prices for each year of the regulatory period . Forecast prices were 
included in the attachment as a means to deriving a revenue cap path that was expected to result in price increases in the 
order of CPI over the out years of the regulatory period. 



 

 
 
 
 
 
 

Attachment 2 to the Price Direction. ACTEW's officers would be pleased to work with the Panel's 
advisors to assist with any updates. 

I also take the opportunity to make it clear that ACTEW's analysis of the prices that could result from 
its proposals to the Panel has reflected that prices have already been set for 2013-14 and 2014-15. In 
its Statement of Facts and Contentions, ACTEW identified that "a significant price increase would be 
required to recover, within the forthcoming three years, both its proposed revenue requirement for 
those years and the shortfall in actual revenue in 2013-14 and 2014-15 relative to the proposed 
requirement."2 

In this regard, ACTEW had recognised the need for a mechanism to manage this pricing impact and 
suggested a potential approach would be the deferral of some revenue by applying a side constraint 
on price increases in combination with an 'unders and overs' account.3 This approach is consistent 
with proposals included in ACTEW's submission to the ICRC in July 2012.4 The specification of a 
side constraint or any other approach to managing bill impacts will need to be cost reflective in 
present value terms, while striking an appropriate balance between social impacts, industry pricing 
benchmarks and financial implications for ACTEW. 

ACTEW remains keen to discuss this issue at officer level as suggested in your letter of 15 August 
2014 and would welcome discussion of its latest analysis in the lead up to the release of the Panel's 
draft report in November 2014. We suggest around mid-October as a suitable time, as the ACTEW 
Board will be meeting on 14 October 2014 and is likely to discuss this matter. 

Ben McNair can be contacted on 02 6248 3386 if you would like to set a time for ACTEW's staff to 
discuss this matter with the Panel's advisors. 

Yours sincerely 
 
 

 
John Knox 
Managing Director 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

2 ACTEW 2014, Statement of Facts and Contentions, Submission to the Industry Panel review of the Price Direction for 
regulated water and sewerage services determined by the Independent Competition and Regulatory Commission in June 
2013. 31 July 2014, p.5 
3 ACTEW 2014, Statement of Facts and Contentions, Submission to the Industry Panel review of the Price Direction /or 
regulated water and sewerage services determined by the Independent Competition and Regulatory Commission in June 
2013. 31 July 2014, p.5 
4 ACTEW 2012, ACTEW main submission to the ICRC - Regulated water and sewerage services from 1 July 2013, July, 
p28. 
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