
Information return: demand forecasts 

On 5 August 2014, the Industry Panel (Panel) requested information on ACTEW’s demand 
forecasts. A response to parts 1 and 2 of this request was provided to the Panel on 15 August 
2014. This return provides a response to part 3 of the request.  

 
3. Information on the linkages between ACTEW’s water sales and sewerage volume 

demand forecasts and its forecast operating and capital expenditure.  
 

Water sales and water operating expenditure 

Water production operating expenditure covers a range of costs, with only some of these varying 
with water production volumes. For example, many costs related to labour, maintenance and 
corporate services are not directly related to the volumes of water supplied. Operating 
expenditure related to chemical use in the treatment process and electricity used to pump water 
are more highly correlated with water production. 
 
Total water production is approximately 17% higher than ACT water sales volumes because: 

• bulk water sales to Queanbeyan City Council are not included in ACT sales; and 
• there is a non-revenue component of water production (leakage, under reading of 

customer water meters, fire fighting etc.) 
 
The cost of water production varies considerably across the different water sources. From 
cheapest to most expensive, the sources are: 

• Bendora Dam, typically raw water of very good quality that can be gravity fed into town 
and therefore only incurs a treatment cost.  

• Googong Dam, good quality water, some pumping required, higher electricity costs and 
higher chemical costs. 

• Cotter Dam, good quality water, large amount of pumping required, much higher 
electricity costs. 

• Murrumbidgee River, either directly to town via Mt Stromlo Treatment Plant or through 
the Murrumbidgee to Googong pipeline, poor quality water and large amount of 
pumping required, much higher electricity costs and higher chemical costs when 
treated at Mt Stromlo. 

 
Approximate estimates of current unit variable costs for each water source are shown below, 
excluding fixed costs common to all sources. 
 

Table 1 – Estimated Variable Operating Cost Component of Each Water Source 

Source Approximate Variable Cost ($/ML) 
Bendora 65 
Cotter 245 
Murrumbidgee to Stromlo 290 
Googong 175 
Murrumbidgee to Googong 100* 

*Cost of supplying untreated water to Googong Dam, excluding Googong production costs 
 
When forecasting, it is therefore necessary to allocate the overall production forecast to 
individual sources to calculate operating expenditure. It is also necessary to estimate the volume 



of water transferred to Googong Dam from the Murrumbidgee River (if any). ACTEW maintains a 
water resources model that can be used to estimate these values given demand and inflow 
inputs.  
 
For ACTEW’s April 2013 submission to the ICRC, the model was run with a range of historically 
observed climate inputs and the average model output was shown in Table 1.4 of the 
submission.1 ACTEW decided to adjust these forecasts for the operating expenditure calculations 
“in order to limit bill impacts for customers”2. Some water production from Googong Dam was 
shifted to the lower cost source Bendora Dam. This amendment reduced forecast operating 
expenditure. A reliance only on the cheaper sources may provide adequate security in normal or 
wet weather conditions; however, if dry conditions eventuate, ACTEW would need to supply 
significantly more water from higher cost sources than forecast. The amended production 
forecast is shown in Table 1.22 of ACTEW’s Response to the Draft Report Regulated Water and 
Sewerage Services and reproduced in Table 2 below, along with the variations in water 
production cost proposed as step changes.3 Table 3 provides a comparison of ACTEW’s total 
production and water sales for 2010-11 to 2012-13. 
 

Table 2 - ACTEW’s production assumption and resultant variation in operating expenditure 

Year Bendora 
(GL) 

Cotter 
(GL) 

Murrumbidgee 
to Stromlo 

(GL) 

Googong 
(GL) 

Cotter to 
Googong 

Bulk 
Transfer 

(GL) 

Murrumbidgee 
to Googong 

(GL) 

Total 
(GL) 

Change in 
Water 

Production 
Costs from 
Previous 

Year 
(Million, 

$2012-13) 
2010-11 
(actual) 

41.9 0.2 0.0 3.3 4.4 0.0 40.9   

2012-13 
(actual) 

44.0 0.0 0.0 3.9 0.1 0.0 47.8 $1.28 

2013-14 
(forecast) 

40.4 0.0 0.2 7.0 0.0 0.0 47.6 $1.404 

2014-15 
(forecast) 

43.7 0.3 0.3 4.0 0.0 0.0 48.3 -$0.285 

2015-16 
(forecast) 

43.1 1.4 0.5 3.9 0.0 0.0 48.9 $0.34 

2016-17 
(forecast) 

43.8 1.9 0.5 3.2 0.0 0.0 49.4 $0.20 

2017-18 
(forecast) 

44.0 2.3 0.3 3.0 0.0 0.0 49.6 $0.18 

 
 

1 ACTEW, Response to the Draft Report Regulated Water and Sewerage Services, p.35, April 2013 
2 ACTEW, Response to the Draft Report Regulated Water and Sewerage Services, p.65, April 2013 
3 ACTEW, Response to the Draft Report Regulated Water and Sewerage Services, pp.62-66, April 2013 
4 The increase in cost related to an increase in forecast production from the higher cost Googong source which 
occurred due to the completion of the Cotter Dam project, a return from wet to more normal climate conditions 
and the need to conduct significant maintenance projects on the Bendora water delivery infrastructure  
5 A decrease in cost relates to returning to the cheaper water source of Bendora. 

                                                 

http://www.icrc.act.gov.au/wp-content/uploads/2013/02/Submission_24_15_April_2013_ACTEW_Corporation.pdf
http://www.icrc.act.gov.au/wp-content/uploads/2013/02/Submission_24_15_April_2013_ACTEW_Corporation.pdf
http://www.icrc.act.gov.au/wp-content/uploads/2013/02/Submission_24_15_April_2013_ACTEW_Corporation.pdf


Table 3- ACTEW’s production compared to water sales 

Year Production 
(GL) 

Queanbeyan 
Bulk Water 
Sales (GL) 

Non-Revenue 
Water (GL) 

ACT Water 
Sales (GL) 

2010-11 (actual) 40.9 3.7 3.3 33.8 
2011-12 (actual) 41.6 3.3 3.1 35.4 
2012-13 (actual) 47.8 3.9 3.5 40.4 

 

Sewage volume and sewerage operating expenditure 

There is a relationship between the volume of sewage collected at ACTEW’s Lower Molonglo 
(LMWQCC) and Fyshwick treatment plants and operating expenditure. As volume increases (due 
to increased indoor water consumption or inflow and infiltration from rainfall), treatment costs 
from pumping and chemicals will increase, but fixed costs such as labour will not change. Fixed 
costs make up around two-thirds of the total sewerage operating expenditure. Electricity usage 
in sewage pump stations within the network will also increase with flow. ACTEW estimates that 
each additional megalitre (ML) of sewage inflow to Lower Molonglo incurs an incremental 
operating cost of $250, noting that this cost could be significantly higher in high rainfall events 
because the treatment process is altered and sewage must be stored and pumped out of the 
Lower Molonglo Bypass Dam. Sustained inflow growth will ultimately trigger capital works, which 
are not included in this estimate. 
  
The average volume of inflow to ACTEW’s sewage treatment plants was forecast to increase only 
marginally across the 2013-14 to 2017-18 period, from a prediction of 33.0 GL/year in 2012 to 
33.7 GL/year in 2018. ACTEW’s forecast of operating expenditure, as described in Response to 
the Draft Report Regulated Water and Sewerage Services6, is based upon a ‘base plus step 
change’ approach, using 2010-11 as a base year. No step changes were included for sewerage 
treatment costs.  
 

Capital expenditure 

Capital expenditure on water and sewerage infrastructure is linked to increased demand for 
services as well as to the need to renew assets, meet changing regulatory requirements and 
improve efficiency and safety of the infrastructure.  New bulk water supply and sewerage 
infrastructure is built to serve new developments, for example the trunk mains constructed to 
serve the Molonglo Valley suburbs.  Existing infrastructure is also augmented or modified to 
accommodate new and infill developments.   
 
Volume demand projections indicate that many elements of ACTEW’s bulk infrastructure have 
adequate capacity for the short to medium term. Therefore, in the relatively short term of the 
regulatory period, forecast changes in total water and sewer volumes are not a key driver of 
capital investment, although growth is a driver for investment in specific locations. As demand 
increases in the long term, the priority areas for capital expenditure will be at the sewage 
treatment plants, the water and sewage pump stations and selected water and sewer mains near 
areas of large development. 
 

6 ACTEW, Response to the Draft Report Regulated Water and Sewerage Services, pp.54-67, April 2013 
                                                 

http://www.icrc.act.gov.au/wp-content/uploads/2013/02/Submission_24_15_April_2013_ACTEW_Corporation.pdf

