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28 September 2023

Mr Joe Dimasi

Tasmanian Economic Regulator
GPO Box 770

Hobart TAS 7001

Dear Mr Dimasi

Response to the Draft Report on the Inquiry into the Calculation of Regulatory Depreciation
Allowances for TasWater’s New Assets

We welcome the opportunity to provide a response to the Draft Report on the Inquiry into the
Calculation of Regulatory Depreciation Allowances for TasWater’s New Assets. Our objective is to
ensure that the pricing framework delivers fair prices for our current and future customers.

Regulatory depreciation is an important part of the regulatory framework, ensuring TasWater’s past
investment in its water and sewerage assets is recovered from customers over the life of those
assets. We acknowledge the issues faced during the PSP4 investigation regarding regulatory
depreciation and would like to ensure these issues are resolved prior to the commencement of the
PSP5 investigation.

We will continue to work constructively with you to ensure that you have sufficient information to
assess the regulatory depreciation included our Price and Service Plan (PSP) 5 submission. Our
response to the Draft Report proposals is provided in Appendix 1.

Should you have any questions or require clarification with our response, please contact Hayden
Moore, Head of Commercial and Pricing, at hayden.moore@taswater.com.au or 0408 132 503.

Yours sincerely

Kane Tngham
Chief Financial Officer

Tasmanian Water & Sewerage Corporation Pty Ltd
GPO Box 1393 Hobart Tas 7001

Email: enquiries@taswater.com.au

Tel: 13 6992

ABN: 47 162 220 653
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TasWater’s Response to the Draft Report proposals

Tasmanian Economic Regulator’s Proposal TasWater’s Response

1. Asspecified in the Regulator’s 2022 Investigation Final Report, the Regulator will | TasWater agrees with this proposal. TasWater will review asset registers in consultation
require TasWater to develop and maintain an asset register that is suitable for with the Tasmanian Economic Regulator (TER) and ensure that both parties are satisfied
regulatory pricing purposes. that the asset registers are suitable for regulatory pricing purposes prior to the PSP5

investigation.

2. TasWater prepare and maintain documentation to demonstrate the process for TasWater agrees with this proposal. TasWater will engage with the TER prior to its PSP5
determining asset category allocations and asset lives. submission to ensure documentation is appropriate for the purposes of the

investigation. TasWater will provide sufficient information while attempting to simplify
documentation where possible and appropriate.

3. TasWater review and justify its asset lives. TasWater will review its asset lives for regulatory pricing purposes as part of the
preparation for its PSP5 submission. Within its review, TasWater will have reference to
benchmarking from other jurisdictions or engineering advice, as required, to ensure
asset lives appropriately reflect the asset’s economic life.

4. TasWater provide to the Regulator its depreciation calculations for both existing TasWater agrees with this proposal and will test this approach with the TER prior to
and new assets and all supporting information, including but not limited to the submission of PSP5 to ensure all supporting information will meet the requirements of
relevant models, schedule of asset categories and assets lives, and an overview of | the PSP5 investigation.
the process used to calculate regulatory depreciation allowances for both existing
and new assets.

5.  With respect to projects started on or before 30 June 2018, to address the current | TasWater is satisfied that the proposal will provide clear criteria for projects that started
uncertainty about project start dates, the Regulator intends including in the on or before 30 June 2018. TasWater will work to resolve this issue prior to preparation
guideline for the fifth regulatory period that the commencement date for of its PSP5 submission.
projects, for the purposes of calculating regulatory depreciation, is the date the
project receives final approval from the board or a board sanctioned delegate. In
addition, if there are any changes to the original project (excluding cost increases
relating to the original project scope) that require board or board delegated
senior management approval, the Regulator will treat those changes as
constituting the commencement of a new project with the date that the changes
were approved treated as the commencement date for that project.




Tasmanian Economic Regulator’s Proposal
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TasWater’s Response

6.  With respect to new assets TasWater’s approach to calculating depreciation must | TasWater agrees with this proposal and supports the application of clear criteria and
meet the following criteria: traceability for preparing its asset registers and calculating regulatory depreciation.
° A single schedule of asset categories and asset lives. TasWater would like to continue to refine and simplify its approach for calculating
] Justification for asset lives and categories used. regulatory depreciation, ensuring its proposed approach meets these proposed criteria,
] Any models used in calculating regulatory depreciation must be on the are appropriate within the current regulatory framework and meet the evidentiary
same basis (i.e., individual assets) and must reconcile to one another. requirements of the TER. TasWater will continue to liaise with the TER prior to the
J Assets (including assets relating to projects managed by TasWater’s Capital | publication of the PSP5 guidelines and in the preparation of TasWater’s PSP5
Delivery Office) must be traceable from initial expenditure to the asset submission.
register then to the end of their economic life via depreciation or disposal. In relation to the last two criteria, TasWater’s preferred option is to minimise or
¢ The final approval date provided by the board or by the board delegated eliminate the current Work in Progress (WIP) register to avoid confusion. TasWater will
senior manager for each project will determine, for the fifth period and work with the TER to determine the best approach for this.
beyond, whether the project commenced on or before 30 June 2018 or on
or after 1 July 2018 and therefore the timing of the calculation of
depreciation for regulatory purposes.
. Where the project scope has changed since the original project approval
was given, the project will be treated as post-1 July 2018 project (apart
from where costs change but the original project scope is unchanged).
7.  With respect to existing assets, the depreciation rates to apply to existing assets TasWater agrees with this proposal. TasWater will clearly identify and justify any

in the RAB roll forward in the next regulatory period must be the same as
determined in the previous regulatory except where disposal of an asset results
in a material change in the value weighted remaining asset life used to calculate
the applicable depreciation rate or the asset has been fully depreciated and is no
longer used or held ready for use in providing regulated services.

changes in existing asset register(s) and any subsequent implications for the
depreciation used for regulatory pricing purposes.




