
Response to the Industry Panel’s request for further information: 
Question 6 

How is the cost of carbon currently accounted for in ACTEW’s expenditure forecasts? Is any 
downward adjustment to expenditure forecasts proposed now that the carbon tax has been 
abolished? If so, what sort of adjustment is contended for? 

ACTEW response 
 

A small proportion of the total expenditure forecast includes the cost of carbon. ACTEW estimates that 
the maximum impact of carbon on forecast electricity costs is on average less than $20,000 per year and 
considers that chemical costs would be of a similar order. 

 

ACTEW has applied the forecast expenditure consistent with the ICRC’s decision, as the expenditure 
forecasting approach is to, as far as practicable, use information that was available to the ICRC at the 
time of its decision in June 2013. 

 

Forecast methodology 
 

No carbon costs were included in operating expenditure through the base year (which used 2010-11 
expenditure – prior to the introduction of the carbon tax- escalated by CPI) and no carbon cost step 
changes were included. 

 

However, a small amount of carbon costs have been included in the total expenditure forecast through 
the application of electricity and chemical costs to estimate 2012/13 costs. The escalators themselves did 
not apply a cost increase due to the introduction of the carbon tax. Carbon costs were included as 
escalators were applied to 2012/13 electricity and chemical costs, which included an element of carbon  
as the carbon tax applied from 1 July 2012. 

 

Electricity costs 
 

ACTEW has estimated the impact from the carbon price on electricity costs in the ICRC’s final decision as 
shown in Table 1. 

 

Table.1 Contribution to operating expenditure of electricity escalators 
 

Year Maximum difference attributable to carbon tax 
included in the ICRC’s final decision 

2013/14 $5,519 
2014/15 $34,941 
2015/16 $11,327 
2016/17 $16,061 
2017/18 $15,230 

 
 

ACTEW notes that while carbon increased electricity costs in 2012/13, this was offset by reduced energy 
usage through the use of drawing water from Bendora dam and the consequent avoidance of pumping 
costs from Googong dam. This provided a lower cost base and consequently a lower contribution to 
operating expenditure in the following years. 



The effective electricity amount included in the expenditure forecasts for 2013/14 is around $4.6 million. 
Although this amount includes carbon it is less than actual electricity costs of about $5.1 million, of which 
around $0.75 million is estimated to be due to carbon. 

 
Chemical Costs 

 
ACTEW’s chemical suppliers did not separately disclose the carbon tax in their prices so ACTEW is unsure 
of the extent to which chemical costs in 2012/13 can be attributed to the carbon tax. ACTEW’s revised 
submission did not include any other chemical costs due to the carbon tax. 

 

Given that chemical costs in 2012/13 are similar to that of electricity ($4.19m and $4.59m respectively) 
ACTEW considers that the impact of carbon on operating expenditure, through the chemical escalators, is 
of a similar magnitude to the electricity carbon costs shown in Table 1. 
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