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 STRUCTURE OF PRICES, FEES AND 

CHARGES 

This chapter provides an overview of the structure of TasWater’s proposed prices, fees and charges 
for the fourth regulatory period. The chapter sets out: 

 TasWater’s proposed structure of pricing for regulated water and sewerage services;  

 TasWater’s proposed pricing for other services associated with the provision of regulated water 

and sewerage services; and 

 the Regulator’s draft decisions with respect to TasWater’s proposals. 

 The Regulator’s draft decisions 

The Regulator has made the following draft decisions: 

1. Approve TasWater’s proposal to retain a single pricing zone for Tasmania for the fourth 
regulatory period. 

2. Approve the customer classes TasWater proposes for the fourth regulatory period. 

3. Approve TasWater’s proposal to base its fixed water charges on the size of each property’s 
metered connection. 

4. Approve TasWater’s proposal to charge limited supply customers 90 per cent of the fixed 
water charge.  

5. Approve TasWater’s proposal to charge fire service customers 25 per cent of the fixed water 
charge.   

6. Approve TasWater’s proposal to recover some of its fixed costs through variable charges. 

7. Approve TasWater’s proposed approach to variable water charges for customers receiving a 
full service. 

8. Approve TasWater’s proposal to charge limited service customers 80 per cent of the variable 
water charge. 

9. Approve TasWater’s proposal to apply the ET methodology in determining fixed sewerage 
charges. 

10. Approve TasWater’s proposal that customers with STEDs pay 70 per cent of the fixed sewerage 
charge. 

11. Approve TasWater’s proposal to continue to apply the discharge factor approach in 
determining sewerage charges for caravan parks and offices. 

12. Accept TasWater’s proposal to extend the application of the trade waste site constraint fee. 

13. Accept TasWater’s proposal to continue to impose the macerator charge. 
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14. Require TasWater to carry out research during the fourth regulatory period to determine 
cost-reflective charges for the macerator fee. 

15. Accept the proposed structure of TasWater’s trade waste fees and charges for the fourth 
regulatory period. 

16. Conduct an inquiry under section 12(j) of the Water and Sewerage Industry Act 2008 into 
sewerage charging approaches and trade waste charging approaches, commencing after 
1 July 2022, with the outcomes from the review informing the Regulator’s PSP Guideline for 
the fifth regulatory period and TasWater’s proposed PSP for that period. 

17. Accept the proposed structure of TasWater’s miscellaneous services provided the Regulator 
is satisfied that they reflect the underlying costs of providing each of the services. 

18. Accept TasWater’s proposal that charges for some of its miscellaneous services are to be 
determined on a “price on application” basis.  

19. Accept TasWater’s proposal to impose developer charges. 

20. Accept TasWater’s proposed approach to setting developer charges with the same standard 
charge state-wide, providing the Regulator is satisfied there are no significant differences in 
TasWater’s costs for greenfield and infill sites. 

21. Accept TasWater’s proposal that the new developer charges arrangements commence on 
1 July 2023. 

22. Accept a fixed amount for the standard developer charge for each of the 2023-24, 2024-25 
and 2025-26 financial years. 

23. Accept TasWater’s proposed approach to calculating the negotiated charge. 

24. Require TasWater to propose an alternative name for its proposed negotiated charge. 

25. Accept TasWater’s proposal to impose service introduction charges. 

26. Accept TasWater’s proposed approach to calculating service introduction charges. 

27. Accept TasWater’s proposal to impose service charges. 

28. Review the level of TasWater’s service charges over the fourth regulatory period.  

 Pricing zones 

A pricing zone is a region in which the prices charged to customers are the same for the same service. 
A pricing zone could cover the entire region serviced by TasWater (which would equate to ‘postage 
stamp’ pricing) or there could be a number of zones within the region (nodal pricing). 

The Pricing Regulations set out the circumstances where pricing zones may be included in a proposed 
PSP. Pricing Regulation 5 states that different pricing zones can only be implemented where there 
are significant differences in the costs of providing regulated services to different areas. 

Even if there are significant differences in the cost of providing services across the region, different 
pricing zones may not be required if the Regulator considers that the costs of establishing different 
zones and applying different prices to different zones outweigh the benefits. 
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TasWater must justify its proposal to establish one pricing zone or more than one zone. 

 Pricing zones for the fourth regulatory period 

For the fourth regulatory period, TasWater proposes retaining a single pricing zone for the State (ie 
postage stamp pricing rather than nodal pricing), so that a single price schedule would apply for all 
TasWater customers across the State. 

TasWater provided the following reasons to justify the retention of a single zone100: 

 the concept of paying the same price for the same service is viewed by customers as equitable 
for essential services such as water and sewerage; 

 uniform pricing is simple to understand, particularly given the many different prices that 
applied when services were supplied by Tasmanian councils; 

 customers have paid postage stamp prices since 2015 – change would be likely to create 
customer confusion and administrative burden; 

 the enhanced efficiency that can result from nodal pricing cannot occur until prices are cost-
reflective; 

 operating TasWater’s business as a single network minimises costs for all customers; and  

 costing for regions would take time, incur cost, and be uncertain. Without compelling benefits, 
customers do not support this investment.  

 Pricing zones - Regulator’s intentions 

The Regulator agrees with the reasons TasWater has provided for retaining a single zone, noting that 
detailed regional information to quantify the costs and benefits is not available and would be costly 
to acquire. The Regulator intends approving the retention of a single pricing zone for the State. 

 Customer classes 

Under Section 68 (1)(e) of the Industry Act, to the extent that it is commercially and technically 
reasonable, the price charged to a particular customer or class of customers is to reflect at least the 
costs that are directly attributable to the provision of the regulated service to that customer or class 
of customers.  

Different customer classes are required to ensure that the following differences are reflected: 

 differences in customer service levels; for example, customers connected to main water supply 

pipes (wayside customers) may experience more frequent service interruptions and can also 

experience variable water quality; or 

 differences in the quality of the product supplied, for example, water that is of drinking water 

quality versus water that is not of drinking water quality; or 

 differences in the fixed costs associated with providing water services or sewerage services to a 

property. 

Customer classes are based on the costs to provide the service, rather than the end use. For example, 
a customer class based on whether the customer is a residential or non-residential customer does 

                                                           
100  TasWater’s proposed PSP, page 183. 
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not reflect differing service levels or product quality and should not be used to define a customer 
class. 

Water customers and sewerage customers are considered to be different customer classes, 
reflecting the different costs associated with providing water and sewerage services. 

The Regulator approved the following customer classes for the third regulatory period: 

 full service (water); 

 full service (sewerage); 

 limited water quality - customers receiving water from a supply which has a permanent boil 

water alert in place, or customers receiving water from a supply TasWater declared to not be of 

drinking water quality; 

 limited water supply - customers that: 

‒ are connected to a water main that periodically does not contain water under positive 
pressure; or 

‒ have a connection designed to provide low or intermittent flow, such as where the customer 
has been required to install, operate and maintain an individual tank or pump; or 

‒ are connected to a non-reticulated water main that is subject to significant pressure 
variations due to either – 

o a pumped supply where the low pressure is below 50 kPa and the high pressure is above 
500 kPa; or 

o an inlet supply to a trunk reservoir such that when the reservoir inlet valve is open the 
pressure is below 50 kPa; or 

‒ receive a supply the regulated entity determines to be inadequate; 

 combined limited water quality and limited water supply; 

 trade waste customers separated into four sub-categories: 

‒ category 1 and 2 customers operating under a standard regulated contract (Section 60 of 
the Industry Act) – 

o category 1 customer: waste is of low volume or strength, results in a minimal expected 
cost to, or demand on, the sewerage system and can be managed by the customer 
through cleaner production methods; 

o category 2 customer: waste is of low to medium volume, requires physical pre-
treatment before it can be discharged and is separated into three sub-categories 
(categories 2A, 2B and 2C) to more accurately reflect demand on the system using a 
technical and commercial risk assessment of the impacts; and 

‒ category 3 and 4 customers: operating under a section 61 contract, where the volume, 
composition or quality of the waste (either individually or combined) results in a medium to 
high expected cost to, or demand on, the sewerage system, and where TasWater negotiates 
prices directly with customers; and 

 septic tank effluent disposal scheme (STEDs) customers: 
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‒ STEDs customers are responsible for maintaining a septic tank (including desludging), while 
TasWater is responsible for the removal of liquid waste. Schemes currently operate at 
Arthur River, Beauty Point, Bronte Lagoon, Cowrie Point, Granville Harbour and Trial 
Harbour.  

In its proposed PSP for the fourth regulatory period, TasWater was required to describe and justify 

any changes to the customer classes that the Regulator had approved for the third regulatory period. 

TasWater has proposed creating two new customer classes for trade waste. TasWater proposes a 

new class, Category 0, for those customers that have installed pre-treatment such that their load is 

similar to, or less than, the load from a residential home, where trade waste charges do not apply.  

TasWater proposes no trade waste charges for these customers.   

TasWater has also proposed a new class for tankered trade waste customers, rather than listing the 

prices for tankered trade waste separately in its Trade Waste policy, as it does currently.  

The Regulator has reviewed TasWater’s proposed customer classes for the fourth regulatory period 

and intends to approve the customer classes, including the two new trade waste classes. 

 Types of charges 

TasWater’s proposed PSP presents a range of fees and charges for which the Regulator’s approval is 

sought relating to regulated water and sewerage services. For regulated water services, TasWater 

proposes fixed charges and variable charges along with a service charge for unconnected properties 

in serviced land. 

Similarly, for regulated sewerage services, TasWater proposes fixed and variable sewerage charges 

and a service charge for unconnected properties in serviced land. For trade waste, TasWater 

proposes a number of annual fees and charges, together with application fees and charges for non-

compliance.  

TasWater also seeks the Regulator’s approval of a range of other fees and charges including 

miscellaneous charges (eg to recover the costs of being connected to TasWater’s network), service 

charges for unconnected properties and developer charges. 

The following sections of this chapter provide details of the specific services TasWater has proposed 

together with the Regulator’s draft decisions on whether it considers TasWater is able to charge for 

each of these services.   

The Regulator’s draft decisions on the prices, fees and charges for each regulated service for the 

fourth regulatory period are set out in the Chapter 1 of this Report. 

  Water charges 

TasWater proposes the following water charges for the fourth regulatory period: 

 fixed water charge – an annual charge for the provision of water via water infrastructure for 

both full service customers and limited water supply customers (ie where the service is limited 

due to pressure and/or flow issues); 

 variable water charge – a charge per kilolitre for water usage for both full service customers 

and limited water quality customers (ie where the water received is not of drinking water 

quality); 
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 fire service charge – an annual charge to support fire-fighting in private buildings; 

 private filling station charge - a charge per kilolitre for water taken from water infrastructure 

via private filling stations plus an annual fixed charge per connection (scaled by size); 

 public filling station charge - a charge per kilolitre for water taken from water infrastructure 

via public filling stations plus a one-off security deposit and an account keeping fee; and 

 portable metered standpipes – a charge per kilolitre for water taken from portable metered 

standpipes and an annual fixed charge. 

 Fixed water charge (full service)  

A fixed charge is a recurrent charge for a regulated service that should broadly reflect a regulated 
entity’s costs that enable services to be provided to a customer. A fixed charge does not change as 
the usage of the regulated service changes. A fixed charge differs from a developer charge, service 
introduction charge or a service charge in that a fixed charge is for the continued provision of a 
regulated service.  

As for the third regulatory period, TasWater proposes setting fixed water charges based on the size 
of a property’s metered water connection. 

The size of water connections directly affects the costs of network water infrastructure. Larger 
connections allow more water to be drawn from the system, increasing potential demand, with 
larger water mains and more pumping capacity required to service the water flows able to be drawn 
by larger connection sizes. 

The relationship between the diameter of the metered connection and the potential volume that 
can be provided is used to scale the fixed price for water services. A larger connection size means a 
larger potential demand on the system and, therefore, a higher fixed charge. TasWater defines a 
standard connection as a 20mm connection, which is used as the base for the application of the 
multipliers. Table 8.1 sets out the multipliers relating to water connection size, which are unchanged 
from those approved for the third regulatory period.  

The Regulator considers TasWater’s proposal to base fixed water charges on connection sizes is 
appropriate as it reflects potential water demand upon TasWater’s water infrastructure, which is 
consistent with the statutory pricing principles and arrangements in other jurisdictions. 
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Table 8.1 Multipliers for fixed water charges based on connection size 

Water Connection 

Size (mm) 

Multiplier 

(x) 

20 1.00 

25 1.56 

30 2.25 

32 2.56 

40 4.00 

50 6.25 

65 10.56 

75 14.06 

80 16.00 

100 25.00 

150 56.25 

200 100.00 

250 156.25 

 Fixed water charge (limited service)  

As was the case for the third regulatory period, TasWater has proposed a 10 per cent discount to the 
fixed water charge for customers who receive a limited service due to pressure and/or flow related 
issues. This discount reflects a deficiency in the local water reticulation system.  

Leading up to the third regulatory period, the Regulator asked TasWater to explain how the 
10 per cent discount was derived, including any evidence or data to justify the proposed percentage 
discount.  

At the time, TasWater stated that it provides what it considers to be a reasonable discount to reflect 
the reduced level of service received, but does not encourage increased demand for these types of 
connections. The Regulator sought similar information from TasWater during this investigation 
however TasWater was not able to provide any information additional to that provided in the past.  

In the absence of information suggesting the contrary, the Regulator considers TasWater’s proposal 
to continue to provide a discount to the full service fixed water charge where the service provided is 
inferior to a full service is not unreasonable.  
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 Fixed water charge (fire services) 

Commercial and industrial customers in particular may have a water service provided to their 
property to be used in the event of a fire. 

Fire services are not metered connections and are not often called upon. However, the potential 
need for the service requires TasWater to build capacity into its network to meet this need when it 
is required. 

In each of the first three regulatory periods, fire service charges were levied to reflect that the need 
for the service requires TasWater to build capacity into its network. Except for dedicated fire services, 
these should not be directly metered connections and are not often called upon. 

In response to customer feedback, TasWater reviewed its fire service charge, including the 
components and charging methods, against four utilities (South East Water, City West Water, 
Barwon Water and Yarra Valley Water). TasWater found that its fire service charges were 
comparable, with the main points being: 

 the comparator utilities charge between 14 and over 100 per cent of the full water price, with 
Yarra Valley Water the only utility charging less than TasWater at 14 percent;  

 the comparator utilities manage compliance through additional charges, whereas TasWater 
includes these charged in the fixed fire service charge; and 

 the charge covers costs such as network infrastructure, water used for fire testing and training, 
monitoring non-fire use for compliance, five yearly auditing of public hydrants, and 
maintenance of hydrants and pipes. 

TasWater has proposed that the fire service charge for the fourth regulatory period continues to be 
equivalent to 25 per cent of the relevant fixed water charge to take account of the fact that the 
service is infrequently used. 

The Regulator considers it appropriate to reduce the fixed charge for fire services in recognition of 
the fact that these services are rarely used and the demand on the network is, therefore, less than 
the demand placed on the network by standard water connections.  

 Variable water charges 

The Pricing Regulations require TasWater to impose a variable charge for water services.  

Under Pricing Regulation 15(3), a variable charge for a regulated service is payable for each unit of 
water delivered to the property. 

The Pricing Regulations also specify that the amount of the variable water usage charge for a 
property must at least cover the cost of delivering water to that property. This means that variable 
charges should ordinarily be set to recover only variable costs directly related to providing water to 
the property. 

Pricing Regulation 15(6) states that the amount of a variable charge can be greater than the cost of 
delivering water if: 

 there are constraints on the capacity of sewage treatment plants; 

 there are constraints on the capacity of the regulated entity’s sewerage infrastructure; 

 it is desirable to do so to reduce the demand for sewage treatment for a relevant purpose (one 

example of a relevant purpose may be improving regulatory compliance); or 
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 the Regulator considers that the rate should be greater than the cost to enable the regulated 

entity to recoup funds that it may not otherwise receive. 

Where TasWater proposes levying a variable charge greater than the cost of delivering water or 
removing wastewater it must identify, quantify and justify the additional costs to be recovered 
through variable charges in its proposed PSP. 

The volume of water a variable charge applies to must be determined based on usage measured by 
a water meter. TasWater is therefore unable to recover revenue through variable charges until such 
time as a meter is installed at a property to measure the volume of water delivered to the property. 
The customer will still be liable for the relevant fixed charges until such time as a meter has been 
installed.  

8.5.4.1 Recovery of some fixed costs through variable charges 

The Pricing Regulations specify that water prices must provide for efficient two-part, cost-reflective 
pricing. 

The PSP Guideline states that where TasWater proposes levying a variable charge greater than the 
cost of delivering water must identify, quantify and justify the additional costs to be recovered 
through variable charges in its proposed PSP. 

In its proposed PSP, TasWater is not proposing to change its approach to fixed and variable charges 
for the fourth regulatory period. TasWater stated that approximately 18 per cent of its water costs 
are variable and it is seeking to recover approximately 30 per cent of its water revenue through the 
variable charge.101  

TasWater acknowledges that, theoretically, the benefits of aligning the variable costs with the 
variable price include: 

 an efficient price signal whereby customers face a price signal that reflects the cost of supplying 
water. This will theoretically result in an optimally efficient level of water use; and 

 lower demand risk as any variation in actual demand relative to forecast will impact on costs and 
revenue in an offsetting manner. 

However, for the fourth regulatory period, TasWater considers it appropriate to retain the existing 
split between fixed and variable charges noting that its estimate of variable costs is based only on 
short run variable costs. TasWater stated that regulators typically allow variable prices based on long 
run marginal costs (LRMC) which are normally higher. A LRMC includes a portion of the costs of 
future system augmentation needed to meet increasing demand. TasWater stated that, since a 
significant portion of its proposed capex over 20 years has a growth driver, a higher variable charge 
may result in lower water use growth and therefore defer some capex. 

TasWater stated that, during consultation for its proposed PSP for the third regulatory period, 
customers expressed a desire for the variable charge to be a higher proportion of the total bill 
relative to the fixed charge. This is because it gives customers greater control over the size of their 
bill for water services. TasWater therefore considers that any reduction in the variable charge would 
be contrary to customers’ preferences.102  

The Regulator notes that TasWater has not provided details of similar consultation undertaken for 
the fourth regulatory period. 

                                                           
101  TasWater’s proposed PSP, pages 187-188. 

102  Ibid, page 188. 
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TasWater’s proposed PSP indicates that the cost-reflective variable charge for water is around  
$0.63/kL for 2022-23 based on the variable revenue requirement of $39.95 million divided by 
forecast annual demand of 63GL. Based on TasWater’s proposed variable charge for 2022-23 of 
$1.14/kL, the excess of the proposed charge over the cost reflective price is $0.51/kL. TasWater’s 
revenue from its proposed variable water charge is therefore around $32 million more than its short 
run variable costs.103  

In the context of recovering fixed costs through variable charges, TasWater’s proposed PSP also 
refers to the water restrictions applied during the summer of 2019-20 in several areas around the 
State. These measures were implemented as a result of lower rainfall in key supply catchments, 
increased peak summer demand due to higher average temperatures but also, in some cases, due 
to inadequate infrastructure.  

TasWater’s proposed PSP also makes reference to customers preferring TasWater increase variable 
water prices so that they comprise a relatively greater proportion of an annual bill than fixed prices 
on the basis that customers considered this would send a price signal to customers and encourage 
them to use less water. Despite customer preferences for increased variable water prices and lower 
fixed prices, the demand for water has generally been found to be highly price inelastic.104 

TasWater states that it has developed a suite of responses to water scarcity including demand 
management and:  

TasWater aims to retain the same balance of fixed and variable prices even in conditions of water 

scarcity and to focus more on other alternative demand management responses.105 

The extent to which variable charges may be set above cost is a matter of judgement. Setting variable 

charges at levels above cost results in large water users (such as industrial customers, hospitals and 

schools) subsidising low use customers (residences and office blocks). This creates a cross subsidy 

and is inconsistent with the pricing principles in relation to cost reflective prices. Furthermore, to the 

extent that it encourages an overall reduction in water consumption, it results in a net revenue 

shortfall for TasWater as some fixed costs are not recovered.  This requires higher prices in future 

periods.       

The Regulator has decided that setting the variable charge at a moderately higher rate than that 

required to cover TasWater’s costs of delivering water to properties represents a fair balance 

between sending an appropriate price signal to customers so as they can choose to modify their 

water consumption and enable demand driven investment to be deferred, thereby allowing 

regulatory compliance improvement capex to continue to be prioritised over the fourth regulatory 

period. 

Notwithstanding TasWater has not reassessed the costs of delivering water in developing its 
proposed PSP for the fourth regulatory period, the Regulator considers TasWater’s proposed 
approach to be appropriate.  

The Regulator’s draft decision on TasWater’s fixed water charges is set out in Chapter 1.  

                                                           
103  Based on the information set out in Table 9.5 of TasWater’s proposed PSP, page 185. 

104  TasWater’s proposed PSP, page 188 (referencing studies undertaken by the ICRC and IPART). 

105  Ibid, page 189. 
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 Variable water charges (full service)  

For the fourth regulatory period, TasWater has proposed that variable water charges continue to be 
set on a similar basis to that approved for the third regulatory period ie at a rate higher than the cost 
of delivering water to properties. 

As discussed above, the Regulator considers TasWater’s proposed approach to be appropriate in 
TasWater’s circumstances. 

 Variable water charges (limited quality) 

For the fourth regulatory period, TasWater has proposed that limited water quality customers will 
continue to receive a 20 per cent discount on the full service variable charge to reflect reduced 
treatment costs and to compensate customers for not receiving TasWater’s standard quality water, 
such as needing to boil water for drinking purposes. 

The Regulator considers that TasWater’s proposed approach is appropriate given that it costs less to 
supply limited quality water to a property. 

The Regulator considers it appropriate that limited water quality customers receive a 20 per cent 
discount on the full service variable rate given the lower costs associated with supplying water to 
these customers. 

The Regulator’s draft decision on TasWater’s variable water charges is set out in Chapter 1.  

 Sewerage charges 

While TasWater did not review its approach to water charging, TasWater has reviewed its previous 

approaches to sewerage charging in preparing its proposed PSP for the fourth regulatory period. 

 Sewerage charging in prior regulatory periods  

Since the second regulatory period, TasWater applied a discharge factor method for determining 
fixed sewerage charges for caravan parks. During the Regulator’s price investigation for the third 
regulatory period, caravan park owners raised concerns that the ET methodology did not provide an 
accurate estimate of the likely demand caravan park users would place on the sewerage system. This 
concern was due to the diverse range of facilities and services offered by each caravan park. 
Following further consultation, an alternative approach was developed to determine ETs for caravan 
parks based on the water supplied and a discharge factor. It was considered by TasWater at the time 
that this alternative approach would be simpler to administer and would result in more cost 
reflective outcomes.  

The discharge factor approach was also adopted for offices from the third regulatory period in 

response to concerns raised about the accuracy of the ET methodology by owners of properties used 

for those purposes. 

 Review of sewerage charging methodology 

TasWater engaged Jacobs Australia (Jacobs) to conduct a review of sewerage and commercial trade 
waste charging to inform the sewerage charging methodology for the fourth regulatory period 
(Attachment 9). The review was commissioned in response to the limitations of the 
Equivalent Tenement (ET) method identified through TasWater staff and customer feedback. The 
Report analysed charging methods and sought customer feedback on alternative methods.  
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Customers were asked to rate a range of charging methods and options according to affordability, 
fairness, simplicity and cost-reflectivity. The options were: 

 variable and fixed charges; 

 fixed charges only; and 

 variable charges for non-residential customers only. 

TasWater found that just over half of residential customers were willing to pay if another method 
would cost them more. Feedback from non-residential customer was not set out in the report.  

Jacobs also proposed an option of fixed charges for residential customers, and fixed and variable 
charges for non-residential customers, however this was not tested with customers as it was 
identified after Jacobs had consulted with customers. Table 8.2 below presents Jacobs’ assessment 
of the above options.  

Table 8.2 Sewerage charging options assessed during Jacobs’ review 

Option Description Pros Cons 

1) Variable and fixed 
charges 

Fixed charge plus volumetric 

charge based on water 

supplied to the property.  

Discharge factor with 4-6 

categories. 

Cost-reflective 

Consistent with water 

pricing method 

Burdensome for charging 

residential customers - 

minimal variable costs to 

recover from a large 

customer base 

Any efficiencies106 may 

be offset by costs to 

administer (more so than 

fixed only or variable 

only) 

2) Fixed charges  
All customers pay same fixed 

rate or groups of different 

fixed rates between 

residential and non-

residential 

ET methodology or other 

fixed charging method - e.g. 

property values or based on 

the size of each water 

connection   a fixed charge 

plus charge for each flushing 

system 

 

Most of TasWater’s 

sewerage costs are fixed - 

therefore broadly cost 

reflective 

Administratively efficient 

and cost effective 

Avoids additional costs to 

some customers  Different 

fixed rates for non-

residential would reflect 

the variation in discharge 

to the system between 

business types  

Does not take into 

account load on the 

system and cost of 

treatment which varies 

between customers 

Could be viewed as 

inefficient  

Possible flaws in 

calculation method, 

property type/use 

Does not consider 

different uses within a 

single property  

Challenges with applying 

to multi-use properties 

                                                           
106   As noted above, in the Regulator’s view, any overall efficiency gains are likely to be negligible. 



2022 WATER AND SEWERAGE PRICE INVESTIGATION - DRAFT REPORT 

 TASMANIAN ECONOMIC REGULATOR 89 

3) Variable charge for 
non-residential only 

Variable charge based on 

water supplied  

Water use is a good proxy 

for demand placed on 

TasWater’s infrastructure 

Consistent with user pays 

principle   

Encourages water 

conservation 

Most of TasWater’s 

sewerage costs are fixed 

- revenue risk for 

TasWater if variable 

demand estimates are 

not accurate, leading to 

under recovery of costs 

Discharge categories 

would need to be 

established (there are a 

number interstate 

models that could be 

adopted) 

4) Residential fixed charge 
only and non-
residential fixed and 
variable charge 

Residential: fixed charge 

based on average water 

supplied  

Non-residential: fixed charge 

based on number of 

connections to the property 

and variable charge as a 

percentage of water supplied 

in excess of a discharge 

allowance. 

Discharge allowance of 

around 160 kL based on 

average water supply of 

around 190  kL per annum at 

a discharge factor of 85 per 

cent) 

4-6 discharge factor 

categories (reduced 

compared to ET categories) 

Setting a discharge 

allowance may provide the 

opportunity for residential 

and non-residential 

customer fixed prices to be 

equal with non-residential 

customers only paying 

more where their usage is 

more. 

Smaller number of 

discharge factors 

compared to ET categories 

No increased costs across 

large  residential customer 

base as no change to the 

current arrangements  

Cost and ease of 

administration would 

need to be considered   

Transition path may 

present revenue risk if 

customers who would 

benefit are transitioned 

immediately while 

customers who would 

not benefit are 

transitioned more slowly 

due to bill impacts. 

Jacobs recommended TasWater take further steps in its review of the pricing structure and its 
approach to charging for sewerage services to achieve full cost-reflective pricing. The steps included: 

 developing a program to gain further understanding of flows, loads and cost allocations for 
the wastewater system and the cost imposition by the different customer groups; 

 implementing a major data gathering program; 

 refining bill impacts following a detailed cost allocation breakdown; 

 considering costs and benefits of the short-listed options; 

 developing an implementation plan if a new method is to introduced; 

 continuing engagement with stakeholders and customers; 

 improving transparency of how charges are calculated and money is spent by TasWater; and 
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 reviewing TasWater’s customer categories and opportunities for simplification.  

Jacobs also recommended that further investigation be carried out with respect to the following 
charging options: 

 for residential customers: 

o consumption-based and fixed charging; 

o fixed charges only (not necessarily the ET approach); and 

o status quo. 

 for non-residential customers: 

o consumption-based and fixed charging; 

o fixed charges only (not necessarily the ET approach); 

o consumption-based charge only; and 

o status quo. 

TasWater’s consultation on its proposed PSP suggested that the ET method is not widely 
supported.107 In Jacobs’ review the ET method was ranked lower than a fixed and variable charge 
approach, and the Regulator notes that it is not widely used in other Australian jurisdictions. 

Feedback from customers provided as part of Jacobs’ review with particular reference to the 
ET method focussed on:  

 seasonal nature of some businesses - ie ET calculations do not reflect demand placed on 
TasWater’s infrastructure; 

 use of gross floor area of a business premises to calculate the number of ETs does not account 
for premises with multiple uses; 

 does not consider varying population densities ie different number of people in each 
household;  

 classifications do not represent individual business’ wastewater discharges to TasWater’s 
infrastructure; 

 not fair that one bedroom units are classified as a minimum of one ET regardless of the volume 
of wastewater discharged to TasWater’s infrastructure; and 

  one size fits all pricing method that does not accurately reflect demand placed on TasWater’s 
infrastructure and results in cross subsidies. 

 Regulator’s assessment of TasWater’s proposed approach 

It is apparent from TasWater’s consultation activities and those undertaken by Jacobs that there is 
relatively low support from customers for the ET methodology.  The Regulator is concerned about 
potential inequities under the current ET approach due to different sized businesses in the same 
industry sector (eg hotels and tourism facilities) operating on different bases (eg opening seven days 
a week for long hours compared to only opening some days of the week and for a limited period). 

                                                           
107 TasWater’s proposed PSP, page 192. 
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These different businesses place different demands on TasWater’s sewerage system through their 
sewage discharges yet will face the same sewerage charges if the ET assessment is the same.  

If operators of other businesses such as sporting facilities that are used infrequently are charged as 
if the facility is used year round at full capacity, this would also be inequitable.  

 TasWater’s proposed approach for the fourth regulatory period 

Based on the outcomes from Jacobs’ review, TasWater concluded that customers were unwilling to 
change from the current ET approach. 

In its proposed PSP for the fourth regulatory period, TasWater proposes continuing using a fixed 
charge to cover the costs of sewerage services with the amount of the charge determined on the 
basis of the application of the ET methodology, with some proposed adjustments to the ET estimates 
for residential and non-residential properties. 

The changes proposed by TasWater are: 

 combining some ET categories to reduce complexity, resulting in 76 categories (down from 80 
categories); 

 updating the ET unit measures to more accurately reflect demand placed on TasWater’s 
infrastructure; and 

 refining categories and ET units for customers who also pay trade waste charges. 

TasWater has also committed to undertaking further analysis of the cost breakdown across the 
different sewerage customer classes to gain more data on the cost to transport and treat waste of 
different flows and concentrations. This work is intended to inform pricing in the fifth regulatory 
period. 

The Regulator notes that TasWater’s proposed PSP includes a table listing the reason for change to 
each ET category, however the proposed PSP does not identify the difference in the proposed rate 
compared to the current ET rate (ie a change from 0.5 to 0.6 ET). It would be beneficial for this 
information to be included in TasWater’s final PSP to make changes easily identifiable for customers. 

TasWater does not propose any changes to the use of the discharge factor approach for properties 
used as caravan parks or offices. 

TasWater’s proposed sewerage charges for the fourth regulatory period are as follows: 

 fixed sewerage charge – an annual charge for the removal, treatment and disposal of sewage 

via sewerage infrastructure, including motor home dump points (located outside of caravan 

parks) and Septic Tank Effluent Disposal scheme (STEDs) customers; and 

 variable sewerage charge - for offices and caravan parks only, rather than a fixed sewerage 

charge, a charge based on the estimated number of kilolitres of wastewater discharged into 

TasWater’s infrastructure is applied based on a pre-determined percentage of the number of 

kilolitres of water used by the customer (referred to as a discharge factor approach). 

Fixed sewerage charge  

As for the third regulatory period, TasWater proposes setting a fixed sewerage charge based on the 
estimated cost to treat their sewage. This is estimated by making an ET assessment for each property 
(as discussed above). TasWater proposes applying this charge to all sewerage customers with the 
exception of owners of properties used as caravan parks or offices. 
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Under TasWater’s proposal, fixed costs for sewerage services are apportioned across all customers 
based on their potential demand on the sewerage system. The demand on the system is determined 
as a ratio of the equivalent tenements (ETs) assessed for each property. An ET is an approximate 
measure of the load (or demand) a property places on the sewerage system and is based on the 
average discharge of a standard residential dwelling under dry weather flows. 

This average rate is then used to calculate the ET rates for other types of properties depending on 
their differing costs on the sewerage system. A customer’s fixed charge for sewerage services is 
based on an ET assessment. If a property is deemed to place twice as much load on the sewerage 
system, it will be assessed as two ETs and the charge will be twice the standard sewerage fixed 
charge. 

Under TasWater’s current and proposed PSP, houses, units, flats and apartments are treated as one 
ET. Where a property is classified as multi-residential (ie more than one residential dwelling is located 
on a single allotment), the number of ETs is multiplied by the number of dwellings. For 
non-residential property types, different ET rates apply depending on the industry and the property 
type. 

Property attributes such as building and land size, occupancy rates and whether a property has 
multiple uses (eg shopping centres) are taken into account to determine an ET rate per unit. 

Given the limited time available to implement a different charging system by 1 July 2022, the 
Regulator intends approving TasWater’s proposal.  However, noting the issues set out above and the 
issues stakeholders have raised, the Regulator intends conducting an inquiry under section 12(j) of 
the Water and Sewerage Industry Act 2008 during the fourth regulatory period, building on the work 
that TasWater has undertaken to date. The Regulator expects the inquiry’s findings will inform the 
Regulator’s PSP Guideline for the fifth regulatory period and TasWater’s approach to sewerage 
charging during the fifth regulatory period. 

 Fixed sewerage charge (STEDs) 

TasWater operates a small number of Septic Tank Effluent Disposal Schemes (STEDS) around the 
State (including Arthur, River, Beauty Point, Bronte Lagoon, Cowrie Point, Granville Harbour and Trial 
Harbour). For these schemes, TasWater is responsible for removing the liquid waste from customers’ 
septic tanks. Customers manage and maintain their own septic tanks, including desludging.  

Under the Building Regulations 2016, existing septic tanks are required to be de-sludged at least 
every three years or other period as directed by the relevant local council.  

As part of the 2018 price determination investigation, the Regulator approved the discounted price 

for sewerage services of 0.7 ET for STED customers on the basis that an annual thirty per cent 

discount approximates the cost to the owner of having their septic tank pumped out every three 

years. The Regulator considered this approach was appropriate in light of the lower costs to 

TasWater of providing this particular service compared to full service customers. 

For the fourth regulatory period TasWater is proposing that a property connected to a STED scheme 
continues to have an ET rate of 0.7 of the full fixed sewerage charge to account for owners having to 
pay for their septic tank being de-sludged every three years. The Regulator considers TasWater’s 
proposal for STED customers appropriate and intends approving it.  

 Variable charges 

TasWater has discretion, under the Pricing Regulations, to impose a variable charge for sewerage 
services.  



2022 WATER AND SEWERAGE PRICE INVESTIGATION - DRAFT REPORT 

 TASMANIAN ECONOMIC REGULATOR 93 

Under Pricing Regulation 15(3), a variable charge for a regulated service must be payable for each 
unit of sewerage removed from the property to which the charge relates. 

The Regulator notes the application of a discharge factor method for sewerage charging for caravan 
parks and offices from the second and third regulatory periods respectively, in response to concerns 
raised concerning the validity and accuracy of applying the ET methodology to these groups. Limited 
feedback received from customers during this price investigation thus far suggests that this approach 
is supported by relevant customers.  

The Regulator’s draft decision on TasWater’s variable sewerage charges is set out in Chapter 1.  

 Trade waste charges 

As for sewerage charging, TasWater reviewed its approach to commercial trade waste charging as 

part of the preparatory work it carried out during the third regulatory period prior to the submission 

of its proposed PSP for the fourth regulatory period.  

 TasWater’s review of trade waste charging methodology 

TasWater engaged Jacobs Australia to conduct a review of commercial trade waste charging in 
response to customer feedback. The report analysed trade waste charges, treatment requirements, 
incentive structures and costs (see Attachment 8). 

Jacobs found that TasWater’s approach was broadly in line with those of interstate utilities though 
there was opportunity to refine the cost allocation between sewage, commercial trade waste and 
industrial trade waste customers. 

Jacobs’ recommendations focussed primarily on the next steps TasWater could take to improve the 
allocation of costs between customers, including: 

 undertaking a detailed and robust cost allocation breakdown between customer groups and 
sub-groups; and 

 establish a major program to gather data and information to underpin a cost reflective 
sewerage and trade waste charging system. 

Jacobs recommended that following the completion of cost allocation and data gathering, a pricing 
method could be developed, encompassing bill impacts, price transitions and assessment of whether 
a shift from the current method is warranted. Further steps included continued stakeholder 
engagement and review of TasWater’s customer categories for trade waste to explore opportunity 
for simplification. 

 TasWater’s proposed trade waste charging methodology for the fourth 

regulatory period 

As discussed in Appendix C, TasWater has proposed changes to its trade waste policy for the fourth 
regulatory period, in response to the recommendations made in Jacobs’ report. 

TasWater proposes the following trade waste charges for the fourth regulatory period: 

 annual charge for the removal, treatment and disposal of trade waste via sewerage 

infrastructure; 

 application fee; 

 minor and major non-compliance fees; 
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 trade waste catchment management fee (previously referred to as the site constraint fee for 

the third regulatory period) depending on the volume of trade waste discharged into 

TasWater’s infrastructure; and 

 annual trade waste macerator fee. 

TasWater is also proposing to retain the existing customer categories, Categories 1, 2A, 2B, 2C, 3 and 
4, and proposes two new categories, Category 0, for low risk customers and a category for tankered 
waste customers. 

While pricing for Category 3 and 4 trade waste customers and customers in the new category, 
tankered waste, is unregulated, the service TasWater provides to those customers continues to be 
regulated.  

TasWater has proposed the following changes for the fourth regulatory period: 

 for some customers in Category 1 where approved pre-treatment has been installed and their 
load is not expected to exceed the total load of a residential home, these customers will then 
be classified as Category 0 and pay no trade waste charges. TasWater advised that examples 
of potential Category 0 customers include primary schools, hairdressers and coffee shops.  

 for customers in  Category 2 that impose low costs on the sewerage system) – as above, 
expand the type of customer that may pay a fee currently called a site constraint fee, where 
the installation costs for grease traps would be significantly more expensive than for other 
comparable properties, eg for food businesses. This would increase the number of customers 
that would pay the fee, as the fee is currently only applied to properties where site constraints 
prohibit them from installing pre-treatment. This alternative charge, to be applied at the 
discretion of TasWater, would be in lieu of the requirement to install pre-treatment, with the 
funds received by TasWater allocated to additional network management, such as fat and 
grease removal.  

TasWater’s forecast of the number of customers in each regulated service category (with the 
exception of categories 3 and 4) for the fourth regulatory period is shown in Table 8.3.  

Table 8.3 TasWater’s forecast number of trade waste customers by category by financial year 

Category 2022-23 2023-24 2024-25 2025-26 

0 555 561 567 574 

1 641 648 656 663 

2A 2 357 2 383 2 409 2 435 

2B 124 126 127 129 

2C 130 133 134 136 

 Trade waste site constraint fee (proposed to be renamed to catchment 

management fee) 

TasWater introduced the site constraint fee in the third regulatory period. This fee currently applies 
to customers unable to comply with their trade waste requirements due to heritage or other site 
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constraints at their properties. The site constraint fee applies in addition to the trade waste annual 
fee. 

In its proposed PSP, TasWater proposes to extend the site constraint fee to food businesses where 
the cost of purchasing and installing a grease trap is unreasonable. This includes circumstances 
where installation costs are significantly higher than for other comparable properties. 

The fee is set at a value so that the net present value (NPV) of the annual fee payments is 
approximately equal to the NPV of installing and maintaining a pre-treatment device that a trade 
waste customer would otherwise install. The intent is to treat trade waste customers equitably by 
ensuring there is no competitive advantage or disadvantage at a constrained site. TasWater also 
proposes renaming the fee as a ‘catchment management’ fee to reflect the extension of 
circumstances where the fee can apply, beyond site constraints that prevent the installation of pre-
treatment devices.  

Based on the information provided by TasWater, the Regulator supports TasWater’s proposed 
extension of the site constraint fee. 

 Trade waste macerator charge 

The Regulator approved TasWater charging a macerator charge for the third regulatory period. 
Macerators are used in aged care facilities to shred disposable paper bedpans prior to discharge to 
the sewer. The proposed charges for the fourth regulatory period do not appear to be cost reflective, 
on the basis of equivalent charges by mainland service providers, which may be more than 10 times 
as much as TasWater proposes. 

In the lead up to the third regulatory period, TasWater indicated that the charge would be part of its 
overall review of the sewerage charging methodology. However, Jacobs’ Report does not include any 
specific review of macerator charges. TasWater states in its proposed PSP that compliance efforts 
have been focussed in other areas and a cost reflective macerator charge is yet to be levied. 

The Regulator is of the view that if TasWater intends continuing to charge the macerator fee, 
TasWater should undertake work during the fourth regulatory period to determine cost-reflective 
charges for this service.  

 Regulator’s assessment of TasWater’s proposed approach to trade waste 

charging 

The Regulator considers that the proposed changes to TasWater’s trade waste charging policy are 
modest.  While they may address the concerns of some customer groups, the Regulator considers 
that alternate approaches should be assessed to better satisfy the cost reflectivity requirements in 
the pricing principles.  

The key recommendation of the Jacobs Report was that TasWater identify trade waste costs and 
allocate them as accurately as possible among all sewerage customers (residential and 
non-residential) and trade waste (commercial and industrial).  
 
The Regulator therefore intends conducting an inquiry under section 12(j) of the Water and 
Sewerage Industry Act 2008 into trade waste charging approaches during the fourth regulatory 
period, in conjunction with the Regulator’s proposed inquiry into sewerage charging approaches, 
building on the work that TasWater has undertaken to date. The Regulator expects the inquiry’s 
findings will inform the Regulator’s PSP Guideline for the fifth regulatory period and the Regulator’s 
approach to approving trade waste charges for the fifth regulatory period. 

The Regulator’s draft decisions on TasWater’s trade waste charges for the fourth regulatory period 
are set out in Chapter 1.  
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  Charges for other services  

TasWater proposes to continue to charge customers for the costs of its activities related to the 
provision of water and sewerage services through other charges. Other charges include: 

 miscellaneous charges; 

 developer charges; 

 service introduction charges; and 

 service charges. 

Each of these charges are discussed in more detail in the following sections. 

 Miscellaneous Charges 

All fees and charges that may be charged by TasWater which are not fixed charges, variable charges, 
developer charges or service introduction charges are referred to as miscellaneous fees and charges 
(Pricing Regulation 20). As with other regulated charges, miscellaneous fees and charges must be 
determined according to the pricing principles in the Industry Act and the Pricing Regulations and be 
included in TasWater’s proposed PSP.  

The key changes TasWater has proposed to its miscellaneous charges are set out in Table 9.29 of 
TasWater’s proposed PSP as reproduced below in Table 8.4. 

Table 8.4 TasWater’s proposed changes to its schedule of miscellaneous charges 

Charge Change Explanation 

Non-standard water 
and sewerage 
connections and 
disconnections 

Removed 
These services will be undertaken by contractors authorised by 
TasWater on a customer’s behalf (refer to Section 9.9.2 for further 
information). 

Property information 
plan 

Removed 
These plans are no longer provided. Customers can obtain information 
about TasWater assets and infrastructure from The List (Land 
Information System Tasmania) free of charge. 

Account 
establishment fee 

Modify 

This fee (previously ‘account establishment and closure’) has been 
reassessed after internal efficiency improvements relating to account 
closures and, as a result, time and costs will now only be charged for 
account establishment. For further background on this change refer to 
Chapter 5 of proposed PSP. 

Consent to register a 
legal document 

Modify 

Previously, these were assigned various levels. A reassessment has 
found that there is very little difference in the time or cost to assess 
documents affecting assets of greater risk or complexity. 
Therefore, there will be only one level of charge. 

Assessment of 
structure over works 

New 
This new fee is payable on an hourly basis, where TasWater needs to 
spend time assessing the effect of proposed new works over high-risk 
assets. 

Account 
administration fee 

New 

New fee for payments that are declined due to customer factors, such 
as incorrect card numbers or insufficient funds. The charge is at a flat 
rate for each time the payment fails. TasWater will only pass on the 
bank fee charged to it by its bank. It is at TasWater’s discretion and will 
not apply to those who default due to vulnerability or genuine delay. 
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Range of 
development service 
application fees 

Revised and new Refer to Section 9.9.3 of proposed PSP for explanation of changes. 

Pressure and flow 
testing 

Revised and new 

New charge for testing with more than one hydrant. Traditionally, 
TasWater has used one hydrant for these tests, but are increasingly 
using more where developers request tests at multiple locations on 
sites – for areas further from treatment plants or at high or low 
elevation. 
New ‘existing connection’ charge when customers require TasWater to 
test the pressure or flow at a meter that has already been found, by 
previous testing, to be within the required range of service. The charge 
is discretionary and authorised under 
Section 10.3 of TasWater’s Customer Service Code. 

Filling station prices Revised 

TasWater’s outsourced service provider (AVData) advised changes to 
its pricing model. The e-card credit top-up fee is no longer charged, but 
an account administration fee is charged as well as a rate per kilolitre in 
addition to TasWater’s variable water price. The security deposit fee is 
reduced to reflect the lower cost of the deposit since PSP3. 

Shared infrastructure 
contribution charge 

New 
Reintroduction of a charge to fund infrastructure projects to support 
the capacity for new customers connecting and maintaining regulatory 
service levels. 

The Regulator also notes that some of TasWater’s proposed fees are to be determined on a “price 

on application” basis. This is considered appropriate provided that the fee is determined on a cost 

reflective basis as the Regulator accepts that, in some cases, costs may vary due to, for example, the 

location of the property, the amount of materials required and the time taken to complete the job. 

The Regulator intends to accept TasWater determining fees on a POA basis in these circumstances. 

Customers have the right to query such fees through TasWater’s complaints handling process and, 

if not satisfied with the outcomes from that process, they may raise the issue with the Ombudsman.  

The Regulator intends to accept the proposed structure of TasWater’s miscellaneous services 

provided the Regulator is satisfied that they reflect the underlying costs of providing each of the 

services. 
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 Developer charges  

Developer charges are cost recovery charges levied on developers (either as a charge or via the 
gifting of water and/or sewerage infrastructure by the developer) to cover the cost of expanding 
water and/or sewerage infrastructure to enable water and sewerage services to be provided. 

Appendix C describes TasWater’s proposed developer charges policy and sets out the Regulator’s 
assessment of that policy.  

In this section the Regulator examines the calculation of the standard charge and negotiated charge 
TasWater proposes introducing for the fourth regulatory period. 

As set out in Appendix C, one of the major proposed changes from the third regulatory period is 
TasWater’s proposal that developers pay a standard charge for certain developments plus, in some 
cases, they also pay a negotiated charge. 

Attachments 3 - 7 inclusive provide a range of documents prepared for TasWater by external 
consultants in relation to developer charges. 

8.11.2.1 Amount of the standard charge 

Marsden Jacobs Associates (MJA) explains that the proposed standard charge has been calculated 
based on: 

… the net incremental cost approach. The net incremental cost approach takes into account the 

net incremental capital and operating costs driven by new customers, minus the net incremental 

revenue from new customers. This approach is an accepted method for calculating developer 

charges and is currently adopted by other economic regulators, including the Independent 

Competition and Regulatory Commission (ICRC) in the ACT, the Independent Pricing and 

Regulatory Tribunal (IPART) in NSW and by the Essential Services Commission (ESC) in Victoria.108 

The Regulator has reviewed TasWater’s proposed approach, has validated the calculations and 
considers the methodology is sound and consistent with other regulators’ approaches. 

Using TasWater’s calculation of the WACCNEW of 5.41 per cent as the discount rate, the application 
of this methodology results in a standard charge of $3 588 per ET. However, applying the Regulator’s 
calculation of the WACCNEW of 4.75 per cent results in the standard charge reducing to $3 213 per ET. 

As set out in Section 9.9.4 of its proposed PSP, TasWater has proposed the standard charge be 
reduced to 50 per cent of the per ET charge if the development requires upgrades to water only or 
sewerage only. Further, TasWater proposes that the amount of the charge is not changed for the 
three years of the fourth regulatory period that TasWater proposes the charge apply for. 

The Regulator has carried out a comparison of developer charges across Australia.  The results are 
set out in Table 8.5. 

                                                           
108 Marsden Jacobs Associates, TasWater: Methodology for estimating the shared infrastructure charge (Attachment 4). 
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Table 8.5 Comparison of developer charges 

Utility / Jurisdiction Amount of developer charge - Water and Sewerage / ET or lot1 

Greenfield Infill General / Not defined 

Yarra Valley Water, Vica N/A N/A $1 443.50 - $4 668.42 

Barwon Water, Vicb $3 042.22 $613.552 $914.71 - $2 177.84 

South East Water, Vicc N/A N/A $1 475.12 - $2 793.15 

Icon Water, ACTd N/A N/A $4 3203 

Water Corporation, WAe N/A N/A $5 906 

Notes: 1 Excludes recycled water and drainage 2 No developer charge for sewerage 3 $1 200 per EP (3.6EP/ET) 

Sources: 

a  https://www.yvw.com.au/help-advice/develop-build/developers/new-customer-contributions (accessed 2/11/2021) 

b https://www.barwonwater.vic.gov.au/__data/assets/pdf_file/0018/6507/New-customer-contributions-framework-2018-2023.pdf 
(accessed 2/11/2021) 

c https://southeastwater.com.au/building-and-development/developers/prices-and-charges/ (accessed 2/11/2021) 

d https://www.icrc.act.gov.au/water-and-sewerage/regulated-water-and-sewerage-services-prices-201823 (accessed 2/11/2021) 

e https://www.watercorporation.com.au/Developing-and-building/Subdividing/Fees-and-charges/Infrastructure-contributions (accessed 
2/11/2021) 

The above table shows that TasWater’s proposed standard charge sits around the mid-range of the 
general and not defined developer charges approved by regulators in other jurisdictions (ie excluding 
specific charges for green field or infill sites). 

8.11.2.2 State-wide charge or region-specific charges? 

The Regulator required TasWater to explain why it is proposing a single state-wide charge rather 
than region-specific charges. In response, TasWater stated that:  

Region-specific developer charges were considered as part of our assessment, though they could 

potentially result in high variability in charges across regions and would be more complex to 

calculate and administer. The proposed standard charge is also consistent with the uniform 

pricing approach currently applied to water and sewerage prices.109 

MJA also considered the merits of a single state-wide charge compared to a region-specific charge 
and stated that:  

It is proposed that TasWater pursue a single standard developer charge for all of Tasmania, 

rather than region specific developer charges. ….. there are challenges in allocating costs to 

individual regions, where assets are shared across multiple regions. However, a single state-wide 

charge is less complex to calculate, administer and communicate to stakeholders.110 

MJA also stated that111: 

                                                           
109  TasWater, Response to the Regulator’s information request, 17 November 2021. 

110  Marsden Jacobs Associates, TasWater: Methodology for estimating the shared infrastructure charge, page 1 
(Attachment 4). 

111  Ibid, page 58. 

https://www.yvw.com.au/help-advice/develop-build/developers/new-customer-contributions
https://www.barwonwater.vic.gov.au/__data/assets/pdf_file/0018/6507/New-customer-contributions-framework-2018-2023.pdf
https://southeastwater.com.au/building-and-development/developers/prices-and-charges/
https://www.icrc.act.gov.au/water-and-sewerage/regulated-water-and-sewerage-services-prices-201823
https://www.watercorporation.com.au/Developing-and-building/Subdividing/Fees-and-charges/Infrastructure-contributions
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Charges could be set to reflect regional costs - to send stronger regional locational signals. 

Further, in its report for TasWater, Frontier Economics commenting on WA’s state-wide developer 
charge considered that:112 

A disadvantage of this approach is that it would provide no locational price signals to developers 

(except where isolated developments required significant connection infrastructure to the 

network). While in many cases this may not be considered a major problem, in cases where new 

developments will necessitate major investment in extending the shared distribution network 

this may lead to inappropriate development and add significantly to the costs to be recovered 

from the customer base. The approach also lacks the ability to send signals to ‘out of sequence’ 

developments regarding the costs associated with bringing forward planned orderly 

development. 

Against these disadvantages identified by Frontier Economics, the advantages of a single state-wide 
charge include that the charge is simple to administer and calculate, it is transparent and more 
predictable. 

The Regulator notes the relative advantages and disadvantages of a state-wide charge and intends 
to approve a single state-wide standard developer charge.  

8.11.2.3 Same standard charge irrespective of type of development? 

Some utilities impose a different charge depending on the type of development. For example, as 
shown in Table 8.4, Barwon Water imposes a charge that is around 5 times higher for greenfield sites 
than the charge it applies for infill sites.  

TasWater is proposing the same standard charge apply irrespective of the type of development. The 
Regulator would be concerned about this proposal if the costs associated with a greenfield 
development are greater than the costs of developing an infill site. TasWater’s proposal, therefore, 
may result in the standard charge not reflecting the costs associated with altering TasWater’s 
infrastructure. 

 In this regard MJA noted that: 

In many instances, it can be expected that the costs of connecting previously unplanned 
developments to areas already developed (infill development) will be less than for greenfield 
developments as less capacity infrastructure can be required. However, this is not necessarily 
the case as other related costs such as access through populated and developed areas may also 
be significant. Existing headworks capacity constraints may also be evident.113 

The Regulator intends to approve a single charge, regardless of the type of development, provided 
TasWater can demonstrate that there are not significant differences in costs it incurs for greenfield 
and infill sites. If there are significant cost differences, the Regulator intends to require TasWater to 
prepare two or more standard charges for different types of development.  The Regulator also seeks 
feedback from stakeholders on this issue.   

                                                           
112  Frontier Economics, Developer Charges Investigation, A final report prepared for TasWater, February 2014, page 61 

(Attachment 7). 

113  Marsden Jacobs Associates, TasWater: Developer Charges, An assessment of options, Final Report, 28 May 2020, 
pages 60-61 (Attachment 3). 
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8.11.2.4 Negotiated Charge 

In its paper assessing options for developer charges, MJA suggested that the following criteria and 
method could be applied in determining TasWater’s proposed negotiated charge114: 

  

 

 

 

 

 

 

 

In its proposed Developer Charges Policy, TasWater states that the charge is to be determined as 
follows: 

The negotiated charge for a specific development will be based on the net incremental costs per 
ET of the capacity augmentation required for the individual development, and will be calculated 
as follows: 

+ NPV incremental capex associated with the network capacity upgrade required for this 
development 

+  NPV forecast opex driven by new customers connected to that upgrade  

-  NPV forecast revenue from new customers projected to connect to the network capacity 
upgrade. 

The Regulator notes that TasWater’s approach to the calculation of the charge (the NPV approach) 
is widely accepted and used by regulators in other Australian jurisdictions and the approach does 
not appear to be unreasonable. The Regulator therefore intends accepting TasWater’s proposed 
approach.  

The Regulator also intends approving TasWater’s proposal to impose what TasWater proposes calling 
a negotiated charge. However, the Regulator considers that the title ‘negotiated charge’ is 
misleading as the charge is calculated by TasWater without any negotiation with the developer.  

 Service introduction charges 

Service introduction charges are temporary charges imposed on customers to recover some of the 
cost of construction of water and/or sewerage infrastructure to customers in areas not previously 
receiving reticulated water and/or sewerage services. 

The Regulator’s assessment of TasWater’s is set out in Appendix C of this Draft Report. 

TasWater’s draft policy states that when service introduction proceeds in an area, one-off service 
introduction charges will be levied on the owners of properties within that area. The proposed 
service introduction charge is to cover the property owner’s share of the cost of installing, altering 
or using TasWater’s assets needed to provide water and/or sewerage services. In addition, other 

                                                           
114  Marsden Jacobs Associates, TasWater: Developer Charges, An assessment of options, Final Report, 28 May 2020, 

page 58. 
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one-off or ongoing charges will apply, such as connection charges, and fixed and variable 
consumption charges.  

TasWater intends to continue to calculate service introduction charges based on the net present 
value (NPV) of the cost of providing the assets required to introduce the service and subtracting the 
present value of the amount that would be recovered from the 80 per cent of the customers to 
whom the service could be supplied in that area (the threshold number) through ongoing annual 
water charges and/or sewerage charges. Any third party funding contributions would be subtracted 
from the NPV calculations.  

The Regulator intends accepting TasWater’s proposal to impose service introduction charges. The 
Regulator also intends accepting TasWater’s proposed approach to calculating service introduction 
charges. 

 Service charges 

TasWater imposes service charges on owners of properties not connected to TasWater’s water and 
sewerage infrastructure that are within serviced land. These owners are classed as TasWater 
customers but do not receive any regulated services. Revenue from service charges accounts for 
around two per cent of TasWater’s total revenue. 

The service charges comprise: 

 a fixed charge for water equal to the fixed water charge (full service) if there is a water main 
within 30 metres of the property, currently $354.96; and 

 a fixed sewerage charge equal to 60 per cent of the fixed sewerage charge if there is a 

sewerage main within 30 metres of the property, currently $408.72. 

A customer whose property is within 30 metres of water and sewerage mains is therefore currently 
liable for $763.68 in service charges.  

The Regulator intends approving TasWater’s proposal to impose service charges for owners of 
unconnected properties for the fourth regulatory period. 

However, the Regulator regularly receives feedback from customers complaining about the principle, 
and the level, of service charges. The Regulator intends to review the level of TasWater’s service 
charges over the fourth regulatory period. 

  


