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Dear Mr Knox 

 

Request for Further Information 

 

As you will be aware, the Industry Panel (‘the Panel’) is in the process of finalising 

the scope of its review of the Independent Competition and Regulatory Commission 

(ICRC)’s and price direction for regulated water and sewerage services in the ACT, 

and is aiming to release its draft report by the end of September 2014. 

 

During its investigations so far, the Panel has identified the need for the following 

further information from ACTEW, in addition to the demand forecast information 

requested in my letter of 5 August 2014:  

 

1. ACTEW’s proposed prices for water and sewerage services, and bill impacts 

associated with the revenue requirement proposed in its Statement of Facts and 

Contentions. (The Panel notes that this type of information was previously 

provided to the ICRC in Attachment 17.9 of ACTEW’s April 2013 submission to 

the original price direction.) 

2. Details of actual capital expenditure and operating expenditure for 2012-13 and 

2013-14 as signed off by ACTEW’s Board of Management. 

3. A report on how ACTEW is tracking with its proposed capital expenditure on the 

Lower Molonglo Water Quality Control Centre in terms of timing and the level of 

expenditure, as proposed in its April 2013 submission to the original price 

direction investigation, in the light of subsequent events. 

4. To undertake a financeability test, regulators typically adjust regulatory model 

parameters for certain actual regulated entity forecast parameters.  Specifically, 

modelling of ACTEW financial viability requires forecasts of actual: 

 interest expense; 

 capitalised interest;
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 operating lease / rental expense; 

 unfunded defined benefit superannuation liability; 

 cash and cash equivalents; 

 depreciated fixed assets; and 

 total debt. 

Please provide ACTEW’s forecasts of each of the above metrics, with supporting 

information where available. These forecasts should cover five years from 

2013/14 or as many years as ACTEW has available.  The Panel acknowledges that 

such forecasts will be dependent on the maximum allowable revenue assumption 

used (whether ICRC’s final decision, ACTEW’s Statement of Facts and 

Contentions or some other assumption).  The Panel will accept any reasonable set 

of assumptions, but please state the assumptions used. 

5. Clarification of ACTEW’s position on whether it should be able to recover any of 

the difference between the revenue requirement that may be determined by the 

Panel, and what was approved by ICRC for the first two years of the regulatory 

period (i.e.2013-14 and 2014-15). In particular, the Panel is seeking to reconcile 

the following statements that were included in ACTEW’s Statement of Facts and 

Contentions (dated 31 July 2014): 

“Revenue caps for 2015-16 to 2017-18 [should be] set to recover revenue requirement 

over the five-year period, given the revenue forecasts for 2013-14 and 2014-15 set in the 

original Price Direction.”
 
 (Page 26 of the Statement of Facts and Contentions) 

“ACTEW notes 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.” 

(Page 35) 

 

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? 

7. Because the Panel has to take into account the social impacts of any decision it 

makes, it is keen to get more information about concession arrangements and 

hardship programs – in particular:  

a. What proportion of ACTEW’s customers is on the ACT Government's rebate 

scheme and/or ActewAGL's Stay Connected Program?   

b. How much does ACTEW spend annually on the Stay Connected Program? 

c. How many water customers qualify for concessions, and what is the total cost 

of these concessions? 

The Panel notes ACTEW’s offer, made its Statement of Facts and Contentions, “to 

work with the Panel to develop an approach to managing bill impacts”. The Panel is 
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interested in pursuing co-operation on this issue, which is best undertaken at officer 

level, with the involvement of the Panel’s technical advisers. Such discussions are 

probably most fruitful after the Panel has investigated and modelled two options it has 

identified to address the intergenerational equity issues posed by investments in water 

security measures – namely: 

 the deferral of a defined portion of the cost of the water security projects to 

future regulatory periods; and 

 aligning the profile of the recovery of the capital costs associated with the 

water security projects with the profile of the benefits that customers are 

expected to derive from the projects. 

While the Panel is cognisant that requests for information impose an administrative 

burden on ACTEW, the information requests above are necessary to help the Panel 

make the correct and preferable decision on the price direction. The Panel will 

endeavour to keep future requests at a minimum, but issues may arise from the 

submissions due to be received following the directions hearing and the forthcoming 

hearing of review issues. The Panel is engaging engineering consultants to assist with 

its determination of revenue requirements, and this may also involve some liaison 

with ACTEW.  

The timely submission of information will be critical to the Panel meeting its 

preferred deadlines, and the Panel is happy to accept the requested information as it 

becomes available, rather than in a single package. 

 

All information may be sent to the Panel via its secretariat, which can be contacted via 

email at industrypanel@act.gov.au or by telephone on (02) 6207 6128.  

 

 

Yours sincerely 

 

 
 

Mary Anne Hartley QC 
President of the Industry Panel 

 

15 August 2014 
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