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Glossary 
 

AAR Committee Audit and Risk Committee 

AAV Assessed Annual Value 

ACCC Australian Competition and Consumer Commission 

AMP  Asset Management Plan 

AMT Accepted modern technology 

ANCOLD Australian National Committee On Large Dams 

AS/NZS ISO 
14001:2004 

International Standard for Environmental Management Systems -- Requirements 
With Guidance for Use. 

BLW Ben Lomond Water 

BPEM Best practice environmental management 

CIP Compliance Implementation Plan 

CPI Consumer Price Index 

CSO Community Service Obligation 

DHHS Department of Health and Human Services 

DORC Depreciated optimised replacement cost 

DPIPWE Department of Primary Industries, Parks, Water and Environment 

DWQMP Drinking Water Quality Management Plan 

E. coli Escherichia coli 

EMPCA Environmental Management and Pollution Control Act  1994 

EPA Environment Protection Authority 

EPN Environment Protection Notice 

ESC Essential Services Commission (Victoria) 

ET Equivalent Tenements (where 1 ET = 1 domestic house) 

EU Equivalent Unit (for water fixed charge the equivalent of a 20mm connection) 

GIS Geographic information system 

GL Gigalitre (1 GL = 1,000,000,000 litres) 

HACCP Hazard Assessment Critical Control Points 

IPART Independent Pricing And Regulatory Tribunal (NSW) 

Industry Act Water and Sewerage Industry Act 2008 

IPO Interim Price Order 

IWWMP Interim Wastewater Management Plan 

kg Kilogram 

kL Kilolitres (1 kL = 1,000 litres) 

LGA Local Government Authority 

ML Megalitres (1 ML = 1,000,000 litres) 

NPV Net present value 

NTU Nephelometric turbidity unit 

OH&S Occupational Health and Safety 

OTTER Office of the Tasmanian Economic Regulator 

OVG Office of the Valuer General 

pH A measure of acidity or alkalinity of water e.g., pH=7 is neutral; pH < 7 is acidic 
(e.g., lemon juice = pH 2.3); pH>7 is alkaline (e.g., ammonia = pH 11) 

PIP Property Information Plan 

RAB Regulated Asset Base 
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RMPAT Resource Management and Planning Appeals Tribunal 

SCADA Supervisory control and data acquisition 

SHREP Committee Safety, Human Resources, Environment and Public Health Committee 

STED Septic tank effluent disposal 

SW  Southern Water 

WACC Weighted Average Cost of Capital 

WSAA Water Services Association of Australia 

WTP Water Treatment Plant 

WWMP Wastewater Management Plan 

WWTP Wastewater Treatment Plant 

 

 

 

The following should be noted when reading this document: 

 The Price and Service Plan is referred to as the Plan throughout this document. 

 The terms wastewater and sewerage are used interchangeably. 

 References to the Corporation are to be interpreted as Cradle Mountain Water. 

 The Office of the Tasmanian Economic Regulator (OTTER) is referred to as the Regulator. 
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1 Introduction 

1.1 About Cradle Mountain Water  

Tasmanian Water and Sewerage Corporation North-Western Region Pty Ltd, trading as Cradle Mountain Water 
(the Corporation) was established by the Tasmanian State Government as one of three water Corporations 
under the Water and Sewerage Corporations Act 2008. Its purpose is to deliver efficient, effective and 
sustainable water supply and sewerage services to the north-west region of Tasmania. This includes all the 
services previously provided by the owner Councils: Burnie, Central Coast, Circular Head, Devonport, Kentish, 
King Island, Latrobe, Waratah-Wynyard and the West Coast, and the former bulk water authority, Cradle Coast 
Water.  

The Corporation has obligations under a number of laws including, but not limited to:  

 Water and Sewerage Industry Act 2008 

 Water and Sewerage Corporations Act 2008 

 Water Management Act 1999 

 Environmental Management and Pollution Control Act 1994 

 Environmental Protection and Biodiversity Conservation Act 1995 (Commonwealth) 

 Public Health Act 1997 

 Fluoridation Act 1968 

 Building Act 2000  

 Water Act 2007 (Commonwealth), and  

 Land Use Planning and Approvals Act 1993 

Cradle Mountain Water is incorporated as a proprietary company limited by shares. Owner councils receive 
dividend, income tax equivalent and guarantee fee payments. The Corporation is controlled by a Board of 
Directors consisting of a Chairperson and five non-executive Directors. The Chairperson and three of the 
Directors also sit on the Boards of Tasmania‟s other two regional water and sewerage Corporations, Ben 
Lomond Water (BLW) and Southern Water (SW). The Board reports to the Owners‟ Representatives who in turn 
report to the Corporation‟s owners. 

The Corporation provides water and wastewater services to more than 80,000 people in 37 localities in North 
West Tasmania, including the West Coast region and King Island.  Table1 provides an overview of the scope of 
the business. The area serviced covers 22,500 square kilometres, and is bounded in the east by Port Sorell and 
in the south by Strahan (Figure 2). 

According to the Water and Sewerage Corporations Act 2008 the principal objectives of the Corporation are: 

 to promote the efficient delivery of water supply and provision of sewerage services; 

 to encourage water conservation, demand management of water and the re-use of water on an 
economic and commercial basis; 

 to be a successful business and, to this end –  

 to operate its activities in accordance with good commercial practice; and 

 to maximise sustainable returns to its members. 
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Table 1:  Scope of Cradle Mountain Water as at June 2011 

Service area 22,500 km2 

  

Population serviced1:  

Water 87,725 

Wastewater 83,184 

  

Connections2:  

Water 43,042 

Wastewater 40,326 

  

Annual water supply (estimate) 20,000 ML 

  

Water infrastructure: 

Water treatment plants 17 

Water pumping stations 56 

Water distribution storage facilities 81 

Dams 15 

Length of water pipelines 1,328 km 

  

Wastewater infrastructure: 

Wastewater treatment plants 27 

Wastewater pump stations 234 

River & ocean outfalls 23 

Length of wastewater pipelines 1,117 km 

  

Total fixed asset value (million) $4283 

  

Employee positions (head count) 165 

Notes:   
1 Based on the number of residential connections multiplied by 2.4 (average household size for Mersey/Lyell & King 

Island ABS Districts; 2006 census data) 
2 Billed customers 
3 Value on Balance Sheet  
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1.2 Corporate vision, mission and strategic objectives 

Vision 

Cradle Mountain Water will protect public health, improve the environment, provide exceptional quality services 

and deliver successful economic and social outcomes for our customers, now and in the future.  

Mission 

To supply our customers with quality water and wastewater services that meets their expectations, and delivers 

our shareholders sustainable returns on their investment. 

Cradle Mountain Water will achieve this mission through: 

 People – We understand things get done by people 

 Process – We recognise the need to have standardised processes in place to enable our people to 
perform 

 Pricing – We understand that equitable pricing which reflects the cost of efficient delivery of service is 
key to the success of our business 

 Performance – We need to understand how we are performing in order to improve 

 
“Performance = People + Process + Pricing” 

Strategic Objectives 

 To be recognised as a leader in the provision of high quality products and services to our clients. 

 An increasing trend of engaged and highly satisfied clients, who perceive our services as value for 
money. 

 A sustainable business that delivers priority and equity dividends to our shareholders and maintains an 
investment grade credit rating. 

 We will operate and improve our assets in a way that mitigates business loss and causes "no harm" to 
our employees the environment or the public. 

 Operate and improve our water assets so that they deliver water services meeting the requirements of 
the regulators and our customers. 

 Operate and improve our sewer assets to deliver reliable wastewater services that progressively meet 
the requirements of the regulators and our customers. 

 To develop an integrated management system that supports efficient customer orientated business 
processes. 

 To support the efficiency of our processes through an integrated information technology system. 

 Establish a culture of continual improvement through a workforce which is engaged and aligned with our 
business strategy. 

 Delivery of health and safety objectives and targets. 

 The right people with the right skills, attitude and competence, in the right place at the right time. 

The Corporation has adopted a balanced scorecard approach to describing its strategic objectives and actions.  
Figure 1 is a strategic map outlining the strategic objectives. 
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Figure 1:  Strategic Map  
 

 

 
 

 

1.3 Geographic area 

Cradle Mountain Water‟s area of operation is bounded by its owner Council areas.  Figure 2 shows the 
Corporation‟s area of operations, and Figure 3 shows the location of each owner Council.  The owner Councils 
are: Burnie, Central Coast, Circular Head, Devonport, Kentish, King Island, Latrobe, Waratah-Wynyard and the 
West Coast.  
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Figure 2:  Area of Operation 
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Figure 3:  Location of owner Councils 
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1.4 Corporate governance 

Some of the key aspects relating to Cradle Mountain Water‟s corporate governance functions is prescribed by 
the Water and Sewerage Industry Act 2008, including: 

 Ownership structure 

 Principal objectives for the Corporation 

 Roles and powers of Owner Councils 

 Composition, role and responsibility of Owner Representatives 

 Composition, duties and powers of the Board 

Figure 4 provides a pictorial representation of the Corporation‟s external governance relationships including the 
regulatory framework. 
 
Figure 4:  Pictorial representation of the Corporation‟s external governance relationships. 
 

 
 

Cradle Mountain Water is governed by an independent Board selected by the Owner Representatives. The 
members of the Board are:  

 Chairman – Miles Hampton  

 Three common Directors 1– Brian Bayley, Dan Norton, and Sarah Merridew 

 Two local Directors – Grant Atkins and Tony MacCormick 

                                                
 

1 “Common Directors” are also Directors of BLW and SW 
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The Board reports to the Owners Representatives who in turn report to the Corporation‟s owners. The 
shareholders are represented by three Owners Representatives:  

 Jan Bonde – Central Coast Council 

 John Perkins – Latrobe  

 Steve Kons – Burnie 

The Owners Representatives act as official liaison between the shareholders and the Board. This structure is 
shown pictorially in Figure 5: 

 

Figure 5:  Governance structure: owners, owner representatives, CMW Board and CEO.  
 

OWNER COUNCILS 

                

  
OWNER REPRESENTATIVES 

  

    

                

    
CMW BOARD 

    

        

                

    
 

CEO 
      

            

 

The role of the Board in governing the Corporation is to: 

 Govern in accordance with the requirements of the Water and Sewerage Corporations Act 2008 
(WSCA) and the Constitution for Tasmanian Water and Sewerage Corporation (North-Western Region) 
Pty Limited (the Constitution) to meet the objectives of the Corporation under the WSCA. 

 Provide entrepreneurial leadership of the Corporation within a framework of prudent and effective 
controls which enable risks to be assessed and managed. 

 Set the Corporation‟s strategic aims, ensure that the necessary financial and human resources are in 
place for it to meet its objectives, and review management performance. 

 Set and monitor strategic requirements for effective financial reporting and risk management. 

 Set the Corporation‟s values and standards, and ensure that its obligations to its shareholders and 
others are understood and met. 

 Appoint and remove the CEO and Corporate Secretary. 

A pictorial representation of the Corporation‟s internal systems of governance is shown in Figure 6. 
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Figure 6:  Key governance activities, commitments, internal mechanisms of control and systems of assurance 
that represent the Corporation‟s internal systems of governance  
 

 
 

 
Cradle Mountain Water is also a shareholder of Onstream, which is also a proprietary company limited by 

shares. The shareholders of Onstream are the three regional water and sewerage Corporations. Onstream 

provides common services to the regional water and sewerage Corporations, which include information 

technology, payroll, procurement, governance and communication services.  
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1.5 Key business activities 

1.5.1 Water supply systems 

Cradle Mountain Water manages 17 water supply systems that service 37 localities across north-west Tasmania, 
including the West Coast and King Island (Table 2).  The Corporation operates water treatment facilities of two 
distinct types: 

Full treatment (Full) 

Full water treatment means the water is both filtered and disinfected before supply.  It is required where the 
quality of the raw water does not meet drinking water guidelines. Most full treatment plants also fluoridate the 
water.  Other treatment processes can include removal of taste and/or odour, softening, pH correction and the 
targeted removal of elements and compounds such as iron, manganese, nitrates and pesticides.  

Disinfection only (DO) 

The water treatment plant solely disinfects the water prior to supply to customers. Supplies requiring disinfection 
only are those which have such high quality raw water that filtration is not necessary.  Typical disinfection-only 
processes include chlorination, chloramination, ozonation and/or ultraviolet treatment.  
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Table 2:  Water supply systems and water treatment facilities 

Supply System 
Name 

Water Source Localities Supplied 
WTP1 
Location 

Treatment 
Type 

Deep Creek Lake Mikany on the 
Deep Creek 

Smithton, Irishtown, Stanley Smithton Full 

Cam River Cam River Somerset, Wynyard, Cooee, 
Doctor‟s Rocks, Table Cape 

Cam 
(Somerset) 

Full 

Pet River Pet Dam, Guide Dam Ridgley, Burnie Burnie Full 

Leven River Leven River Penguin, Sulphur Creek, 
Heybridge 

Whitehills Full 

Gawler River Lake Isandula, 
Gawler River 

Ulverstone, Gawler, Turners 
Beach 

Gawler 
(Ulverstone) 

Full 

Forth River Forth River Devonport, Forth, Latrobe, 
Port Sorell, Hawley Beach, 
Shearwater, Wesley Vale, 
supplementary supplies to 
Ulverstone and Turners 
Beach 

Forth Full 

Lake Paloona Lake Paloona on the 
Forth River 

Paloona, Melrose, Eugenana, 
parts of Devonport 

Paloona DO2 

Lake Barrington Lake Barrington on 
the Forth River 

Sheffield, Railton Barrington Full 

Dowlings Creek Yolla Dam on 
Dowlings Creek 

Yolla Yolla Full 

Waratah Waratah Dam on the 
Waratah River 

Waratah Waratah DO2 

Zeehan Parting Creek Dam 
on the Parting Creek 

Zeehan Zeehan Full 

Rosebery Mountain Creek, Stitt 
River 

Rosebery Rosebery DO2 

Tullah Lake Rosebery Tullah Tullah Full 

Conglomerate Creek Conglomerate Creek, 
Reservoir Creek 

Queenstown Queenstown Full 

Manuka River Manuka Creek Strahan Strahan Full 

Grassy Water (King 
Island) 

Upper Grassy Dam Grassy Grassy Full 

Currie Water (King 
Island) 

Groundwater Currie Currie DO2 

Note:   
1 WTP = Water Treatment Plant. 
2 DO = Disinfection only. 

 
In 2009-10, Cradle Mountain Water sourced approximately 16,000 ML, which was delivered to around 43,000 
properties.  
  



 Introduction 
 Price and Service Plan 2012-13 to 2014-15 
 Page 17 of 110 

1.5.2 Sewerage systems 

Cradle Mountain Water manages 27 wastewater treatment plants that service 34 localities (Table 3). The 
treatment plants are classified as either Level 1 or Level 2 treatment plants in accordance with the Environmental 
Management and Pollution Control Act 1994. This Act defines the classification as: 

Level 1 Wastewater Treatment Plant 

An activity which may cause environmental harm and in respect of which a permit under the Land Use Planning 
and Approvals Act 1993 is required but does not include a Level 2 activity.  

Level 2 Wastewater Treatment Plant 

The conduct of wastewater treatment works that involve the discharge of treated or untreated sewage, septic 
tank effluent or industrial or commercial wastewater to land or water, being works with a design capacity to treat 
an average dry-weather flow of 100 kilolitres or more per day of sewage or wastewater.  

 
Table 3: Wastewater systems and treatment facilities 

Wastewater System & WWTP1 
Location 

Localities Serviced 
Reticulation 
Type2 

Treatment 
Level 

Arthur River Arthur River STED 1 

Cowrie Point Cowrie Point STED 1 

Granville Harbour Granville Harbour STED 1 

Grassy (King Island) Grassy Full 1 

Trial Harbour Trial Harbour Full 1 

Waratah Waratah Full 1 

Boat Harbour Boat Harbour Full 2 

Burnie Burnie Full 2 

Cradle Valley Cradle Valley Full 2 

Currie (King Island) Currie Full 2 

Latrobe Latrobe Full 2 

Pardoe Devonport Full 2 

Pelican Point Smithton Full 2 

Port Sorell 
Port Sorell, Shearwater, Hawley 
Beach 

Full 
2 

Queenstown Queenstown Full 2 

Railton Railton Full 2 

Ridgley Ridgley Full 2 

Sisters Beach Sisters Beach Full 2 

Sheffield Sheffield Full 2 

Strahan Strahan Full 2 

Somerset Somerset Full 2 

Stanley Stanley Full 2 

Turners Beach 
Turners Beach, Forth and parts of 
Ulverstone 

Full 
2 

Tullah Tullah Full 2 

Ulverstone 
Ulverstone, Heybridge, Penguin, 
Sulphur Creek, Gawler 

Full 
2 

Wynyard Wynyard Full 2 

Zeehan Zeehan Full 2 

Note:   
1 WWTP = Wastewater Treatment Plant. 
2 Reticulation type refers to the level of service provided by Cradle Mountain Water. It is either a fully reticulated 

sewer network with direct collection of effluent (Full), or a septic tank effluent disposal (STED) scheme.  Some 
systems have a combination of both. 
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Two wastewater treatment plants are not included in Table 3: Rosebery, which is currently a pumping station and 
will be reported as a Level 1 treatment plant in the future, and Penguin, which is a transfer station to Ulverstone. 

 

1.5.3 Regulated and Unregulated Services 

Regulated services are those for which the Corporation holds a licence to provide, are within serviced areas and 
there is no commercial competition. The Corporation‟s regulated services include the provision of: 

 Treated water for use in domestic, commercial and industrial situations, with the exception of contract 
arrangements. 

 Reticulated sewerage collection, treatment and disposal. 

 Trade waste collection and treatment. 

 Bulk Water (Treated/Potable) supply via standpipes and water filling points. 

 Services ancillary to water and sewerage services including service connection, development and 
building assessment services. 

 
Unregulated services are all other services provided by the Corporation, including: 

 Supply of irrigation water to farmers, and other „wayside users‟ from untreated water transfer mains.  

 Acceptance of bulk septage at designated wastewater facilities from third party septic tank pump out 
service providers.  This service is provided under contract. 

 Supply of compliant drinking water to third party suppliers of tankered water to households and others 
who live outside of the serviced areas.  This service is provided under contract.  

 Bulk Water (untreated) supply via standpipes and water filling points. 

 “Trade” services i.e. plumbers, electricians and plant hire to third parties on a “do and charge” cost 
recovery basis.   

 Where supply is regulated by contract. 

 
In addition, the Corporation has developed specific expertise in a number of areas including geospatial 
information systems (GIS), civil, mechanical and electrical engineering consultancy, governance, risk 
management, network modelling etc.  These services can be provided to clients on a “do and charge” cost 
recovery basis. As these areas of expertise are readily available in the market place, and are subject to market 
forces, they are not considered regulated activity. 

 

1.6 Context of submission 

The context within which this plan has been developed has three elements: the infrastructure and performance 
challenge, the pricing transition challenge, and the Corporation‟s financial strength. 
 
The Corporation was formed to provide a mechanism to address a range of issues associated with water and 
sewerage services.  Consistent underinvestment in treatment and reticulation infrastructure, leading to 
underperformance in relation to water and wastewater quality was identified as the key issue.  
 
In March 2011 the Regulator released the Tasmanian Water and Sewerage - State of the Industry Report 2009-
10, and in doing so stated: 

In summary, the Tasmanian Water and Sewerage industry is characterised by substandard environmental 
and public health outcomes that have resulted from sustained under investment across the state. Mr 
Appleyard said, “The framework is in place to resolve the widespread challenges currently facing the 
industry. However, these problems have been allowed to develop over a number of years, if not decades, 
and will take a similar time period to resolve”. 
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With regard to pricing, the Corporation inherited a range of pricing regimes for it services with a wide disparity of 
charges for essentially the same service when it commenced operations on 1 July 2009.  This is the product of 
nine different councils each with its own pricing structure.  This was exacerbated by a change to the Interim 
Pricing Order to impose a 5% total account cap that limited the Corporation‟s ability to commence tariff 
restructure. 
 
The House of Assembly Select Committee‟s Interim Report into the Tasmanian Water and Sewerage 
Corporations released in April 2011, noted that the task of achieving the reform goals is a very difficult one 
exacerbated by the State Government‟s temporary 5% price cap. The report stated that: 

The task of bringing water and sewerage assets up to a standard that meets not only pre-existing license 
requirements but current contemporary standards as well will be a significant challenge both 
environmentally and financially. 

Whilst intended to provide price relief for customers the degree of difficulty of the aforementioned task has 
been exacerbated by the imposition of the 5% price cap and key stakeholders provided evidence that it 
should be removed or phased out and price shocks should be mitigated against. 

 
In response, the Government in its 2011-12 State Budget, moved to phase out the 5% price cap revenue support 
and instead of receiving an estimated $4.7 million in 2011-12, Cradle Mountain Water will instead receive $1.9 
million annually for 2011-12, 2012-13 and 2013-14, with the revenue support ceasing at the end of that financial 
year. The 5% price cap had the effect of compounding the gap between the actual and subsidised charge and 
was unsustainable for the state budget and unless removed gradually, would have imposed a severe price shock 
on customers. 
 
The third challenge is to develop a financially sustainable organisation capable of addressing these challenges. 
When established, the Corporation inherited substantial debt against lower than anticipated revenues.  In its first 
two years of operation, the Corporation has been marginally profitable with a gearing ratio of 25%.   
 
The lack of profitability and balance sheet strength has limited the Corporation‟s ability to take on additional debt 
to fast track addressing the infrastructure and compliance challenge.    
 
The Corporation provides products and services in a complex, evolving, and highly regulated operating 
environment. It has made significant progress since commencing operations in July 2009. However, matters of 
material concern, as reflected in the above statements, are:  

 Revenue growth uncertainty as pricing is reformed. 

 Relatively high levels of debt. 

 Higher than projected legacy operational maintenance costs. 

Despite these challenges, the Corporation remains committed to the principles of the water and sewerage 
reform.  The Plan details the objectives, strategies and actions that the Corporation will focus on for the three 
years of the first pricing determination and the revenue required to achieve these outcomes.  
 
This is the background to which the Plan has been prepared. 
 

1.6.1 Regulatory framework overview 

Cradle Mountain Water was established under the Water and Sewerage Corporations Act 2008, while the Water 
and Sewerage Industry Act 2008 (the Industry Act) provides the regulatory framework within which the 
Corporation operates.  The Industry Act dictates the licensing regime, customer service standards, price 
regulation and performance monitoring of the Corporation.  Table 4 provides a list of the key regulators, the area 
of regulation, the associated enabling legislation and some of their key functions. 

Figure 7 shows the regulatory framework within which the Corporation operates.   
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Table 4: Key regulatory bodies 

Regulatory Body Area of Regulation Enabling Legislation Key Functions 

Office of the 
Tasmanian 
Economic Regulator 
(OTTER) 

Prices, levels of 
customer and other 
service delivery and 
operating licence 

Water and Sewerage 
Industry Act 2008 

 Administer Licences 

 Monitor and report on compliance 
with Licence conditions 

 Regulate prices, terms and 
conditions 

 Make price determinations 

 Establish and administer the 
Customer Service Code 

 Undertake regulation inquiries into 
the W&S Corporations 

 

Department Health 
and Human 
Services (DHHS) 

Drinking water quality 
and public health 

Public Health Act 1997; 
Fluoridation Act 1968 

 Establish drinking water quality 
performance standards 

 Monitor and report on water 
suppliers performance against 
standards 

 Protect public health in relation to 
drinking water 

 

Environment 
Protection Authority 
(EPA) 

Environmental 
standards and 
performance, 
wastewater treatment 
plant licences 

Environmental 
Management and 
Pollution Control Act 
1994; 
Environmental Protection 
and Biodiversity 
Conservation Act 1995 
(Commonwealth) 

 Undertake environmental impact 
assessments 

 Develop environmental conditions 
for WWTP‟s. 

 

Department Primary 
Industry, Parks, 
Water and 
Environment 
(DPIPWE) 

Water resource 
management and dam 
safety 

Water Management Act 
1999 
Water Management 
(Safety of Dams) 
Regulations 2003 

 Set penalties and annual licence 
fees 

 Directs the Economic Regulator to 
conduct inquiries 

 Declaring regulated vs. 
unregulated services 

 

Ombudsman 
Tasmania 

Customer complaints 
and advocacy 

Ombudsman Act 1978  Protection of customers in relation 
to service delivery 

 

Workplace 
Standards 
Tasmania 

Employee health and 
safety 

Workplace Health and 
Safety Act 1993 

 Protect the health and safety of 
employees 
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Figure 7: Regulatory framework 
 

 

 

1.6.2 Tasmanian Water and Sewerage Industry (Community Service Obligation) Act 2009  

The Water and Sewerage Industry (Community Service Obligation) Act 2009 requires Cradle Mountain Water to 
provide concessions directly to eligible customers. Eligibility of customers is assessed on a case-by case basis in 
accordance with the provisions of the Act. 

The concessions for the first year of the Plan period is forecast to be $153.90 per household receiving water and 
sewerage services and $76.95 per household receiving one service. The value of the concession for subsequent 
years will then be indexed in line with the Consumer Price Index (CPI) for Hobart. This is consistent with other 
concession arrangements that apply in Tasmania. 

 

1.6.3 Key assumptions 

The following assumptions have been used as constants throughout the development of the Plan and the figures 

contained therein: 

1. CPI is assumed to be 2.5%, 

2. The Corporation has developed its operational expenditure projection on the basis of a cumulative 
1% annual productivity gain. This gain is net of growth in marginal cost driven by customer and 
demand growth, and marginal costs associated with bringing capital expenditure online over the 
coming three years, making operational expenditure growth 1.5% (CPI less 1%), 

3. Customer growth is minimal and therefore assumed as statistically insignificant, 

4. Average water consumption for a standard 20mm connection is 200 kL per year, 

5. Cost of funding including the Government Guarantee Fee is assumed to be 8.5% over the life of the 
Plan, 

6. Labour cost rises over the Plan period are 4% (1.5% in real terms), 
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7. Depreciation on RAB is on a straight line basis, 

8. Chemical and electricity costs are expected to rise by 3.5% and 5% respectively in real terms per 
year, 

9. Equivalent number of 20mm connections is 47,720, 

10. Number of equivalent tenements is 45,250. 

 

1.6.4 Shareholder expectations 

The owners of Cradle Mountain Water have a Shareholders‟ Letter of Expectation that identifies the strategic 
priorities of the Corporation, and the high level expectations for the performance of the business. 

Specifically, the letter addresses: 

 Commencement and term of the letter, 

 Guiding principles, 

 Governance, 

 Planning, service delivery, and risk management, 

 Financial considerations, 

 Reporting requirements. 

A copy of the Shareholders‟ Letter of Expectation is available on the Corporation‟s website:  
www.cmwater.com.au. 

 

1.6.5 Key objectives of the Plan 

In summary, the Corporation operates in a complex environment where it is required to balance the: 

 Cost of the replacement of ageing infrastructure; 

 Costs of improving service delivery and regulatory compliance; 

 Owner Councils‟ expectations of returns; 

 A need to move to equitable pricing; 

 The impact of pricing increases on customers. 

 
To this end, the key objectives of the Plan are to: 

 Improve product and customer service standards: One of the key drivers of the industry reform process 
is to improve services to customers. This Plan commences the transition path to meeting the 
Regulator‟s minimum customer service standards. 

 Deliver on the capital expenditure program: To address under-investment in the industry and bring 
infrastructure up to standard through a prioritised approach negotiated with the industry regulators. 

 Move towards achieving a commercial return on assets: This commences the path to full cost recovery 
and business sustainability. 

 Set price paths which minimise price shocks to customers: The Corporation needs to balance delivering 
all other key objectives with making price increases tolerable for customers. The Corporation recognises 
that customers are facing a range of cost of living pressures and price increases must be managed. 

 Over time, move towards the achievement of equitable pricing: Commence the transition to postage 
stamp pricing for base services across the region. 

 
These key objectives can be simply illustrated as in Figure 8. 
 
  

http://www.cmwater.com.au/
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Figure 8: Key objectives of the Price and Service Plan 
 

 
 

1.6.6 Key intended deliverables 

The key intended deliverables in the Plan are: 

 Commencement of the transition to an equitable tariff structure for all customers 

 Commence delivery of the Corporation‟s: 
- Asset Management Plan (AMP) for the management, operation, maintenance, upgrade and 

renewal of the Corporation‟s assets. 
- Wastewater Management Plan (WWMP) to bring all sewerage systems and wastewater 

treatment plants into compliance with appropriate standards. 
- Drinking Water Quality Management Plan (DWQMP) that identifies the risks and control plans for 

each water system and the improvement programs to ensure ongoing compliance with drinking 
water quality legislation. 

 All water systems consistently meet the required water quality standards across the region, such that 
there will be no permanent boiled water notices in place by the end of 2013. 

 Increased preventative and predictive asset maintenance based on assessed asset criticality and 
condition. 

 Increased focus on managing for value and seeking operational cost efficiency to achieve CPI minus 
1% on business as usual operating cost. 

 Completion of Phase 1 of the water metering project including the installation of 6,000 new meters in 
previously unmetered areas and 9,000 replacement meters. 

 The Corporation will invest a minimum of $17.5M per year in capital works for the period of the Plan. 
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2 Customer Consultation 

2.1 Consultation on submission 

A key commitment of Cradle Mountain Water is to ensure the Corporation engages in the delivery of accountable 
and transparent decision making processes.  The Plan is one such plan that requires demonstrated community 
support and understanding.  

To achieve this goal, the Corporation implemented a community consultation process throughout the 
development of the Plan.  The consultation process for the Plan was guided by a communication strategy, the 
objectives of which were to: 

 Clearly identify all project stakeholders and encourage their involvement in the community consultation 
process and development of the Plan, 

 Provide balanced and objective information to assist the community in understanding the purpose of the 
consultation and providing informed input to the preparation of the Plan, 

 Obtain stakeholder and community feedback by providing a variety of means for all stakeholders to 
raise ideas, issues and concerns, 

 Work directly with stakeholders and community throughout the process to ensure that ideas, issues and 
concerns are consistently understood, considered and dealt with accordingly, 

 Partner with stakeholders and the community in relation to aspects of the decision making process 
including the development of alternatives and the identification of preferred pricing model options, and; 

 Demonstrate open and accountable decision making and provision of services to the community. 

The key messages delivered during the consultation process were: 

1. Same price for same service 

Cradle Mountain Water is moving our customers to a fairer and more equitable pricing structure.  We believe that 
if you receive the same service, you should pay the same price, no matter where you live in our region. The way 
we charge will change in order to:  

 Move to a user pays pricing structure, 

 Introduce two part pricing for water based on a service charge and a usage charge, 

 Remove the water allowances and introducing user pays in all areas. 

2. A cleaner and healthier environment for our community 

We need to fix ageing pipes pumps and treatment plants so that: 

 Raw sewage does not overflow from pump stations when it rains, 

 The quality of the water put back into our rivers and oceans is improved, 

 Water quality is maintained and therefore people‟s health is not put at risk, 

 Your supply is not interrupted as often due to water main breaks, pump failures or sewer blockages. 

3. Improved customer service 

Cradle Mountain Water understands that we need to invest in our people, systems and businesses to ensure 
we have the right people doing the right job for our customers. This means:  

 Quality service through better skilled staff, 

 Processes to ensure a responsive service to our customers, 

 Flexible account and payment arrangements for customers, 

 Less breaks and spills due to better maintenance and planning. 
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4. Investment in the region’s future 

We are planning ahead to ensure the quality of future services by making smart decisions about when to repair 
or replace aging pipes and pumps.  Planning now for future capability will save expensive upgrades and costs in 
the future.   We need to invest to make it possible for other industry to invest more. 

 

2.2 Targeted consultation 

Cradle Mountain Water implemented the following communication and consultation initiatives to ensure its 

customers and stakeholders had the opportunity to be engaged in the development of the Plan: 

 Local government workshops, 

 Briefing session with the media prior to launch, 

 Community leaders meetings, 

 A combined Tasmanian Water Industry workshop with welfare agencies, 

 Radio interview with 7XS (West Coast), 

 Cradle Mountain Water Customer Reference Group forums (2), 

 Advertising in the regional and other local community newspapers, 

 Community forums in the Kentish, King Island and Burnie communities, 

 Media releases, and; 

 Live internet forum through the Advocate website. 

 
Letters and fact sheets providing a link to the Plan on the Corporation‟s website were mailed to community 
leaders and welfare agencies with a request for feedback. 
 
Information kits were distributed to Councils, post offices and local general stores.  The kits included display 
information such as posters and fact sheets. 
 
The consultation process commenced on the 14th July 2011 with a briefing session held for Council Mayors and 
General Managers. The draft Price and Services Plan Executive Summary (for consultation) was released to the 
public on the 16th July 2011, with the consultation period extending over five weeks, closing on the 19th August 
2011.  

2.3 Key issues from customer consultation 

Whilst the level of feedback was not overwhelming, the majority of it was positive with only a few key common 

areas of concern being raised. These were: 

 Affordability – in particular the ability for low income earners to pay, water is an essential service and 
must remain affordable, 

 Price caps ($50 per service) still represent a price shock, 

 Target tariffs should be equal to a CPI increase and not 6%, 

 Prices should not be set with a view to returning dividends to Councils until such time as the water and 
sewerage system fully meets all public health and environmental standards, 

 Unconnected serviced land should not be charged full water fixed rates, 

Running costs of all Water and Sewerage Corporations appear high, concerns of duplication of 
services. 

Feedback from consultation was reported to the Board and taken into account in the finalisation of the Plan, with 
no material changes made.  
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3 Service Obligations 

3.1 Introduction and overview 

The Corporation has a number of quality and service obligations associated with the delivery of regulated 
services and arising from legislative requirements, regulation and internally adopted standards: 

 The Corporation has developed, in consultation and cooperation with various regulators, a Wastewater 
Management Plan, Drinking Water Quality Management Plan, Drinking Water Quality Compliance Plan, 
Asset Management Plan, and Emergency Management Plan. These plans outline short to medium term 
strategies that the Corporation will put in place to address its compliance obligations, and are the key 
input into capital planning. 

 The Corporation has legislative obligations to maintain and operate its dams so as not to cause 
significant environmental harm or danger to the public.  To address this, the Corporation has developed 
a five year Dam Safety Compliance Management Program and Dam Safety Investigation Management 
Plan for all 15 Corporation dams. 

 The Corporation is required to develop transitional service standards (Table 5) for water supply, 
sewerage services, and customer interaction that set it on a path to achieving the service levels defined 
within the Customer Service Code issued by the Regulator in 2010, by the end of the second price 
determination period. These „minimum service standards‟ are based on those adopted for similar 
businesses elsewhere in Australia in a mature and efficient environment, and therefore the Regulator 
acknowledges the Corporation has not had the opportunity to establish a baseline of performance 
against required service standard categories.   

 The Corporation has chosen to nominate additional standards for water pressure, new connections, 
drinking water quality and environmental performance (Table 6). 

 The Water and Sewerage Industry Act 2009 requires that the Corporation develops a policy on 
circumstances including terms and conditions, under which it will extend and expand infrastructure into 
un-serviced areas. 

Outcomes from the Corporation‟s management plans including the Dam Safety Management Plans, along with 
the proposed service standards, form the basis for predicting future capital and operating expenses. They reflect 
a balance between maintaining a high level of customer service and achieving the Corporation‟s financial 
objectives.  The Corporation will continue to strive to achieve higher levels of service to meet customer and 
regulator expectations while maintaining a focus on health and safety, environmental and economic drivers. 

The environment, health and economic regulators have undertaken to provide the maximum possible extent of 
regulatory certainty to the Corporation.  However, it is recognised that as the regulatory framework continues to 
be developed, a level of risk is likely to remain at that time due to uncertainties surrounding detailed regulatory 
requirements. In the first instance, it is expected that these risks will be managed within this first regulatory period 
through negotiation between the Corporation and the relevant regulator.  This might include, but is not limited to, 
renegotiation of priorities and capital works schedules, within the context of the Corporation‟s forecast revenue 
streams. 

The following sections discuss each of these obligations. The Asset Management Plan (AMP) is discussed in 
Section 4.3. 

 

  



 Service Obligations 
 Price and Service Plan 2012-13 to 2014-15 
 Page 27 of 110 

3.2 Industry regulatory obligations 

3.2.1 Public Health 

The Compliance Implementation Plan (CIP) states the expectations under health regulation as: 

“The Health Regulator expects the Licencee to achieve full compliance with all requirements under the 
Public Health Act 1997 and the Fluoridation Act 1968 and develop and implement strategies to deal with 
non-compliance until this is accomplished.” 

The Corporation has developed an agreed Drinking Water Quality Management Plan (DWQMP) and an agreed 
Drinking Water Quality Compliance Plan with DHHS to aid in meeting this requirement. The DWQMP is based on 
the Framework for the Management of Drinking Water Quality and the Hazard Assessment Critical Control Points 
(HACCP) Principle.  The DWQMP includes: 

 An overview of the Corporation‟s water quality commitments and obligations, 

 Descriptions of each water supply system, focussing on how water quality is currently managed and a 
recent history of performance, 

 Identification and assessment of the risks to the quality of drinking water, considering each catchment-
to-tap water supply system, 

 Control plans (preventative strategies) for activities critical to eliminating or reducing the health related 
risks to an acceptable low level. In some cases these control plans also cover management of aesthetic 
risks where consistent with the Corporation‟s policy for drinking water, 

 Details of improvements necessary to ensure control plans provide long term effective risk 
management, 

 Details of water quality monitoring, corrective action (e.g. incident response), verification and validation 
processes, 

 Incorporation of relevant information from the Corporation‟s Emergency Management Plan, 

 Lists important support systems used in water quality protection activities (e.g. Standard Operating 
Procedures), 

 Outlines the interaction required between the Corporation and other stakeholders. 

Similar to the WWMP, the DWQMP includes a requirement for periodic review which will verify what the 
Corporation is doing, and then validate that the actions are appropriate. 

A copy of the DWQMP is available on the Corporation‟s website:  www.cmwater.com.au. 

The Corporation‟s capital expenditure program includes projects to improve the level of compliance with drinking 
water quality obligations.  Details of this program are contained in Section 4.3.5. 

 

3.2.2 Environmental   

The CIP summarises the regulatory expectations for environmental management as: 

“The requirements of the Environmental Management and Pollution Control Act 1994 (EMPCA) relating to 
the prevention, reduction and remediation of environmental harm remain unchanged.  Wastewater 
treatment plants in Tasmania must comply with the requirements for best practice environmental 
management (BPEM) and move toward implementing accepted modern technology (AMT) under the 
EMPCA, the State Policy on Water Quality Management 1997 and the Emission Limit Guidelines for 
Sewage Treatment Plants that Discharge Pollutants into Fresh and Marine Waters 2001. Achievement of 
full compliance with the above is to be the Licencee‟s objective, recognising that the timeframe for 
individual plant compliance may vary, subject to consultation with the Environmental Regulator.” 
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Pursuant to this, the Corporation has developed an agreed Wastewater Management Plan (WWMP) with the 
EPA. The WWMP includes: 

 An overview of the Corporation‟s environmental commitments and obligations, 

 An overview of the location and nature of all sewerage infrastructure operated by the Corporation, 

 A risk register and summary of the key environmental indicators as required by the EPA in relation to 
the operation of sewerage infrastructure, 

 A set of control plans in the form of preventative strategies for the management, 

 A prioritised program of infrastructure upgrades and management measures to achieve full compliance 
with the key environmental indicators, 

 A plan to develop an environmental management system compliant with AS/NZS ISO 14001:2004 for 
the management and operation of the sewerage infrastructure, 

 Details of the Corporation‟s program to ensure compliance with, and further the objectives of, relevant 
environmental legislation, policies, guidelines and orders in the wastewater sector, 

 Incorporation of relevant information from the Corporation‟s Emergency Management Plan, 

 Lists important support systems used in wastewater management activities (e.g. standard operating 
procedures), 

 Outlines the interaction required between the Corporation and other stakeholders. 

The WWMP includes a requirement for periodic review which will confirm firstly that the Corporation is “doing all 
the things that the WWMP says it is doing” (verification) and secondly that the Corporation is “doing all the right 
things” (validation). 

A copy of the WWMP is available on the Corporation‟s website:  www.cmwater.com.au. 

The Corporation‟s capital expenditure program includes projects to improve the level of compliance with 
environmental obligations.  Details of this program are contained in Section 4.3.6. 

 

3.2.3 Dam safety 

Ensuring dam safety is a key operational requirement of Cradle Mountain Water. Key regulatory requirements for 
dam management and operation are contained in the Water Management Act 1999 and the Water Management 
(Safety of Dams) Regulations 2003.  This legislation states that the Corporation must maintain and operate its 
dams so as not to cause significant environmental harm or danger to the public.  In effect, the Corporation is 
required to develop and implement Dam Safety Management Plans that include operation and maintenance 
manuals. These manuals are to comply substantially with the Guidelines on Dam Safety Management published 
by the Australian National Committee on Large Dams (ANCOLD). 

To address legislative requirements, the Corporation has developed a five year Dam Safety Compliance 
Management Program and Dam Safety Investigation Management Plan for all 15 Corporation dams. The 
compliance management program includes timelines for: 

 Intermediate inspections – annually or biennially depending on dam hazard category, 

 Comprehensive surveillance reviews – every five years, 

 Dam safety reviews – every 20 years, 

 Special investigations, 

 Deformation surveys – either biennially or every five years, 

 The development and implementation of operation and maintenance manuals, 

 The development and implementation of dam safety Emergency Management Plans, 

 Dam Safety Emergency Management Plan reviews.  
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These programs have been developed in consultation with Department of Primary Industries, Parks, Wildlife and 
the Environment (DPIPWE), along with the capital improvements required to meet stakeholder expectations.   

The Corporation plans to decommission the following dams in Queenstown during this regulatory period: 

 Cutten Street Dams 1, 2 and 3 during 2012-13 at an estimated cost of $120,000 

 Roaring Meg Dam during 2013-14, at a preliminary cost of $435,000 

 South Dams 1 and 2, during 2013-14, at an estimated cost of $100,000  
 
 

3.2.4 Customer service standards – transitional standards 

The Customer Charter  

The Customer Charter explains the Corporation‟s obligations consistent with the requirements under the Water 
and Sewerage Act 2008 and the Customer Service Code issued by OTTER in 2010. It also outlines the rights 
and responsibilities of customers and the Corporation‟s commitment and where possible, in providing reliable 
water services, sewerage services and trade waste services.  Specifically, it covers a range of matters including 
supply interruptions, charges and billing, water supply restriction or disconnection, metering, consultation, 
enquiries, complaints and dispute resolution. 

The Customer Charter is available from the Corporation‟s web site: www.cmwater.com.au. 

The Corporation has adopted and is implementing a Financial Hardship Policy that reflects its commitment to 
assistance for those customers who are facing difficulties in paying their accounts. Further information about the 
Financial Hardship Policy is located in Section 4 of this Plan. 

Transitional Service Standards 

The Customer Service Code issued by OTTER sets out a schedule of minimum service standards based on 
those adopted for similar businesses elsewhere in Australia in a mature and efficient environment. OTTER 
acknowledges the Corporation has not had the opportunity to establish a baseline of performance against 
required service standard categories.  The Corporation is therefore required to demonstrate how it intends to 
transition to achieving the minimum service standards by then end of the second price determination. 

Table 5 provides the proposed transitional service standards for regulated services and an explanation for the 
basis of the proposed standards. Where possible the transitional service standards have been based on current 
performance. However, in numerous cases data is not available, and alternative methods have been used to set 
targets. In future years the Corporation will be able to re-assess the transitional service standards as it continues 
to collect performance data and develop statistically relevant information. 
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Table 5 – Proposed transitional service standards 

Proposed Transitional Service Standards 
Target Service 

Standard1 
(By end of second 

price determination) 

Current 
Performance2 

Basis for Proposed Transitional 
Service Standards 

 2012-13 2013-14 2014-15 

Water       

Unplanned water supply interruptions (per 100km 
of water main) 

70 68 65 32 70 

Current performance followed by 
improvement as a consequence of 
more detailed system knowledge 
and minor capital works. 

Average time taken to attend bursts and leaks – 
Priority 13 (minutes) 

40 38 35 30 40 
Current performance followed by 
improvement driven by improved 
systems and labour utilisation 

Average time taken to attend bursts and leaks – 
Priority 23 (minutes) 

120 120 120 120 unknown 
Prescribed minimum service 
standard 

Average time taken to attend bursts and leaks – 
Priority 33 (minutes) 

1440 1440 1440 
1440 

(24 hrs) 
unknown 

Prescribed minimum service 
standard 

Average frequency of unplanned water supply 
interruptions (number) 

0.14 0.14 0.13 0.1 0.142 

Current performance followed by 
improvement as a consequence of 
more detailed system knowledge 
and minor capital works. 

Average frequency of planned water supply 
interruptions (number) 

0.1 0.1 0.1 0.1 0.07 
Prescribed minimum service 
standard 

Average unplanned customer minutes off water 
supply (minutes) 

20 20 20 20 17.1 
Prescribed minimum service 
standard 

Average planned customer minutes off water 
supply (minutes) 

26 22 20 15 25.7 
Prescribed minimum service 
standard 

Average duration of unplanned water supply 
interruption (minutes) 

120 117 115 100 120 
Current performance followed by 
improvement driven by improved 
systems and labour utilisation 

Average duration of planned water supply 
interruption (minutes) 

180 180 180 180 180 
Prescribed minimum service 
standard 

Unplanned water supply interruptions restored 
within five hours (per cent) 

96 96 97 98 96 
Current performance followed by 
improvement driven by improved 
systems and labour utilisation 

Planned water supply interruptions restored within 
five hours (per cent) 

95 95 95 95 94 
Prescribed minimum service 
standard 

Number of customers receiving more than five 
unplanned water supply interruptions in a 
financial year (number) 

0 0 0 0 unknown 
Prescribed minimum service 
standard 

Unaccounted for water (per cent)4 20 20 20 10 unknown 
Estimated; will be verified 
throughout the plan period as full 
metering is achieved 

 
This table is continued on the next page. 
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Table 5 – Proposed transitional service standards continued 

Proposed Transitional Service Standards 
Target Service 

Standard1 
(By end of second 

price determination) 

Current 
Performance2 

Basis for Proposed Transitional 
Service Standards 

 2012-13 2013-14 2014-15 

Sewerage       

Sewer breaks and chokes (per 100km of sewer 
main) 

50 48 45 28 50 

Current performance followed by 
improvement as a consequence of 
a program to indentify chokes and 
potential break sites, followed by 
targeted minor capital 
improvements. 

Average time to attend sewer spills, breaks and 
chokes (minutes) 

48 45 41 41 48 
Current performance followed by 
improvement driven by improved 
systems and labour utilisation 

Average sewerage service interruption (minutes) 165 163 160 150 165 
Current performance followed by 
improvement driven by improved 
systems and labour utilisation 

Sewerage spills contained within five hours (per 
cent) 

99 99 99 99 99 
Prescribed minimum service 
standard 

Customers receiving more than three sewerage 
service interruptions per year 

5 5 4 0 5 
Estimate; data collection systems 
will be established in the plan 
period 

Customers       

Total water and sewerage complaints (per 1000 
properties) 

2 2 2 9 0.59 
Anticipated increase in complaints 
with commencement of Plan 

Water and sewerage complaints to Ombudsman 
(per 1000 customers) 

0.5  0.5 0.5 0.5 0 
Anticipated increase in complaints 
with commencement of Plan 

Percentage of calls answered by an operator 
within 30 seconds 

90 90 90 90 71 
Prescribed minimum service 
standard 

Notes:  All standards are for a 12 month period. 
1 Minimum service standards as prescribed in the Customer Service Code issued by OTTER in 2010, to be achieved by 

the end of the second price determination. These standards are subject to review by OTTER in 2012-13. 
2 Limited information is available for current performance; hence this data has relatively low reliability. 
3 Priority 1: is a burst or leak that causes, or has potential to cause, substantial damage or harm to customers, water 

quality, flow rate, property or environment. 
Priority 2: is a burst or a leak that causes, or has the potential to cause, minor damage or harm to customers, water 
quality, flow rate, property or environment 
Priority 3: is a burst or leak that causes no discernable impact on customers, property or the environment. 

4 Unaccounted for water is the difference between volume of water supplied and the volume billed. It is calculated as: 
Volume leaving the treatment plant – (volume billed + volume unbilled unmetered authorised use + volume unbilled 
metered authorised use) 
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Discussion of Transitional Service Standards 

The Corporation has reviewed all available data to determine current performance against the service standards.  
However, in many cases, incomplete data sets have been used and the information is of relatively low reliability, 
hence the basis for the transitional service standards is best estimate only.  

Water Supply 

The renewals program in the Capital Expenditure Plan is aimed at maintaining assets only during this Plan 
period.  Spending on renewals will increase in subsequent pricing periods as the asset condition assessments 
are completed, which will translate into greater improvements in levels of service.   
 
The Corporation plans to increase preventative maintenance of existing infrastructure prior to the Plan period. 
The focus during this period will be to undertake asset criticality and condition assessments so as to understand 
the assets better.  The Corporation will also negotiate contracts with suppliers and continue with the 
development and implementation of preventative maintenance programs. The outcomes of these programs in 
terms of material improvements in levels of service will not become evident until the latter half of the Plan period. 
 
The average time taken to attend bursts and leaks varies considerably across the Corporation depending on 
whether or not the interruption is in one of the towns where operational staff are permanently based. For 
example, water main bursts in Devonport or Burnie can be attended to quickly, whereas a burst in Strahan may 
take over an hour to attend due to travel time and weather conditions. Despite this, the Corporation attends all 
bursts and leaks as soon as possible to initially confirm priority with repair times varying depending upon the site 
and asset conditions.  The Corporation aims to improve attendance times for high priority incidents through 
restructuring work teams and establishing mobile response teams to gain efficiencies.  
 
The average frequency of water supply interruptions, average customer minutes off water supply and average 
duration of water supply interruptions (both unplanned and planned events), require data on the actual number of 
connections affected by each event. Corporation field staff generally estimate the number of connections 
affected by an interruption to supply, rather than accurately determining the figure based on a geographic 
information system (GIS).  The Corporation is building a comprehensive GIS that will be used in future years to 
determine customer numbers thus provide more accurate performance data. 
 
The Corporation has anecdotal evidence provided by former Cradle Coast Water staff on unaccounted for water 
volumes, based on reservoir level observations. In the future, this standard will be calculated as the volume of 
bulk water supplied to the system minus the sum of all metered flow from the system and all unmetered 
authorised uses.  Metered flows include volume sold to customers, volumes used within the treatment process 
such as for backwashing, and volumes used in plant and reservoir commissioning or maintenance. Unmetered 
authorised water use includes that used for cleaning the reticulation (flushing), unmetered in treatment use, and 
fire services. This calculation is contingent of all customers being metered and the installation of flow meters at 
Corporation sites. 

Sewerage Services 

The sewerage renewals program in the Capital Expenditure Plan is aimed predominantly at compliance 
upgrades at pump stations and treatment plants. Spending on pipeline renewals will not increase significantly 
until subsequent pricing periods which will then translate into greater improvements in levels of service.   
 
The number of sewer breaks and chokes (per 100km of sewer main) is dependent on seasonal weather 
conditions, pipe condition, and period since last maintenance activity such as pressure cleaning or root foaming.  
The Corporation plans to undertake asset condition assessments and inflow and infiltration investigations 
incorporating video surveillance of sewer mains during the Plan period. This work will enable the prioritisation 
and planning of improvement works and hence over time, reduce the number of breaks and chokes. 
 
The average time taken to attend sewer spills, breaks and chokes varies considerably in a similar way to 
attending water bursts and leaks.  
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As with the equivalent water services standard, the Corporation does not hold historical data on the percentage 
of properties experiencing more than three sewerage service interruptions per year hence the transitional service 
standards have been set based on best estimates and anecdotal evidence of interruptions.   

 

Customers 

The total number of complaints to the Ombudsman about the Corporation has been relatively low during the first 
few years of operation and have all been in relation to billing. There have been no complaints relating to the 
Corporation‟s water and sewerage services.   
 
The Corporation is implementing the following strategies prior to the Plan period that will reduce the number and 
length of calls to the customer service centre: 

 Full implementation of the customer information system including automated workflows and the ability to 
update/amend data at the first point of contact. 

 Change to quarterly billing enabling all charges to be included on one statement, automated generation 
of accounts on a nightly basis as they fall due and consistent call loads rather than the „peak‟ in calls 
during current billing periods. 

 Completion of customer data validation and cleansing. 

Additional Standards and Targets 

There are a number of other standards and targets that have been established in developing this Plan (Table 6) 
in addition to those required within the Customer Service Code.  These additional standards further express the 
customer service commitment of the Corporation and will drive improved performance in the areas of water flow 
rates, new service connections, drinking water quality, and environmental outcomes. 
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Table 6 – Additional standards and targets 

Type Standard/Target Comment 

Minimum flow rate (litres per minute)   

 20mm property service pipe 20 

Based on accepted industry 
practice 

 25mm property service pipe 35 

 30 / 32mm property service pipe 60 

 40mm property service pipe 90 

 50mm property service pipe 160 

New connections   

Percentage connected within 10 business 
days 

100 
Subject to Clause 2.2.1 of the 
Customer Service Code 

Drinking water quality   

E.coli - Percentage treated water samples with 
zero organisms per 100mL (rolling 12 months) 

98 
Australian Drinking Water 
Guideline requirement 

Fluoride – Percentage compliance with 
average fluoride concentration within range 
0.8-1.2 mg/L (rolling 12 months)1 

98 
Range as stipulated within the 
Fluoridation (Interim) Regulations 
2009 

Environmental compliance   

Percentage Level 2 wastewater treatment 
plant samples complying with EPA 
requirements (flow-weighted; rolling 12 
months)2 

98 
This target is dependent on future 
infrastructure upgrades and 
maintenance works. 

Notes: 
These standards apply for the entire Plan period. 
1 This target applies to the following water supply systems: Barrington, Burnie, Cam, Forth, Gawler, Queenstown, 

Rosebery, Smithton, Strahan, Whitehills (Leven) and Zeehan.   
2 This is calculated using National Performance Framework methodology – compliance is assessed for each 

parameter sampled for which a regulatory limit is specified. Compliance percentages for each treatment plant is 
based on the number of scheduled samples that complied as a percentage of the total number of scheduled 
samples analysed.  Each treatment plant result is then flow-weighted to calculate one compliance figure for the 
Corporation.   

 

3.2.5 Service extension and expansion 

The Water and Sewerage Industry Act 2009 requires that the Corporation develops a policy on circumstances 
including terms and conditions, under which it will extend and expand infrastructure into un-serviced areas. 

The Corporation‟s Service Extension and Expansion Policy (Attachment 8.5) is an important high level 

articulation of the way in which the Corporation will deal with the development sector and individual property 

owners who currently do not receive our services but wish to.  It covers the instances where infrastructure 

extension or expansion are required to property(s) outside of the serviced land, where property(s) within serviced 

land are being subdivided or where there is a significant change in land use within serviced land. 

The Corporation has developed its procedure and policy modelled on advice and information provided by 
DPIPWE.   
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3.3 Consultation with regulators on service obligations 

The Corporation has undertaken extensive consultation with industry regulators in developing and understanding 
regulatory and service obligations.  This has resulted in the following key management plans and outcomes: 

 Wastewater Management Plan – Consultation with the EPA focussed on priority areas for improvement, 
priority short term action plans, longer term improvement plans, the timing of capital programs, and 
timelines to comply with wastewater treatment plant licence conditions. 

 Drinking Water Quality Compliance Plan and Drinking Water Quality Management Plan – Consultation 
with the DHHS focussed on the risk management principles to be applied, agreement on areas for 
improvement, agreement on timing of capital programs, system control plans, and priority action plans.  

 Emergency Management Plan – The Corporation consulted with the Department of Police and 
Emergency Management, OTTER and Municipal Emergency Coordinating agencies to develop this 
plan. 

 Dam Safety Compliance Management Program and Dam Safety Investigation Management Plan – The 
Corporation actively participated on a state-wide basis with industry participants and DPIPWE to ensure 
a systematic approach is taken in the development of dam safety plans, processes and standards.  The 
compliance and investigation programs (see Section 4.1.3) are the result of this consultation with 
DPIPWE, and show the regulator how the Corporation is progressing in improving the safety of the dam 
portfolio and managing compliance.  

 Performance reporting guideline supplement - The Corporation actively participated in the Water and 
Sewerage Industry Performance Reporting Technical Working Group to develop this supplement that 
aims to improve the accuracy, consistency and efficiency of performance data collection and reporting.  
Consultation involved OTTER, DPIPWE, EPA, DHHS, BLW, and SW. 

 Agreement with OTTER on the timing for the introduction of formal reporting against the operational and 
service performance data. 

 

3.4 Financial Hardship Policy 

Cradle Mountain Water recognises that residential customers may experience times of financial hardship due to 
changes in circumstances beyond their control.  For this reason, the Corporation has produced a Financial 
Hardship Policy and is committed to helping customers who have the intent but not the capacity to pay their 
water and sewerage accounts.  The values underpinning this policy are: 

 All customers will be treated with dignity and respect, 

 All customers will be treated in a non-judgemental way, 

 All customers will be assisted to meet their financial commitments to the Corporation in a supportive 
environment, and; 

 By our actions we will not add to our customer‟s burden. 

The Corporation understands that “hardship” can be long term or temporary and approaches are tailored 
depending on the needs of the customer.  Assistance measures and programs include: 

 Payment options (flexible payments, instalments, payment extensions, deferment, waivers and 
incentives), 

 Advice on concessions, 

 Water conservation advice to lower accounts, and; 

 A referral service so that customers may access further help. 

Further information and the full details of the Financial Hardship Policy are available on the Corporation‟s 
website: www.cmwater.com.au  

http://www.cmwater.com.au/
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4 Regulatory Revenue Requirements 

4.1 Introduction and overview 

The regulatory revenue requirement is the amount of revenue the Corporation needs to recover in order to 
deliver the agreed levels of service.  The revenue requirement is designed to recover the full cost of operations 
and the cost of asset replacement and investment. This revenue is based on regulated services only. Figure 8 
below depicts how the regulatory revenue requirement is calculated. 
 
 

Figure 9:  Basis for the calculation of regulated revenue requirement 
 
 

 

 

 

 

 

 

 

 

In calculating the revenue requirement, there are three key variables which impact on calculation: 

 The regulatory asset base (RAB) - The value of the assets which are providing the regulated services.  
The RAB can be impacted by: 

- Method for determining opening values 

- Roll forward strategy, that is, how the RAB is maintained.  

- The depreciation rates (the asset lives used in deriving the depreciation figures) 

 The weighted average cost of capital (WACC) or the level of return to be generated from investments - 
For more highly geared entities, having a WACC that approximates the costs of borrowings is essential 
in setting pricing. The WACC is determined by a standard industry used equation.  It is anticipated that 
OTTER will provide the Corporation with the calculation method.  

 Operating expenditure - Whilst there is the ability to find efficiencies in forecasting the build up of this 
figure, there is not a lot of scope to materially influence the quantum of this building block. 

 

The total revenue required by the Corporation during this regulatory period is shown in Table 7.  
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Table 7– Regulated revenue requirement summary 

Building Block 
2012-13 

$’000 
2013-14 

$’000 
2014-15 

$’000 

Operating expenditure 32,570 32,305 32,186 

Depreciation on RAB 23,219 24,002 24,334 

WACC Existing Assets 16,319 15,784 15,249 

WACC New Assets 2,745 3,418 4,052 

Total Upper Bound Revenue Requirement 74,853 75,509 75,821 
    

Expected Revenues from Pricing Approach (Section 7) 55,540 60,069 62,484 

% of Upper Bound Limit Achieved 70.90% 74.41% 78.47% 

Note: 
All dollars are expressed in nominal terms as at 1 January 2011. 
 

4.2 Operating expenditure 

4.2.1 Summary 

Operating expenditure (excluding depreciation and borrowing costs) is a key component of the Corporation‟s 
revenue requirement, representing $97.1 million over the life of the Plan.  Table 8 provides a summary of 
operating costs for the Corporation to provide regulated services in the categories of water, wastewater and 
other services. Table 10 provides further detail on these costs. 

Cost control has been fundamental in the preparation of the Plan as a keystone in the development of the 
operational cost base, hence the Corporation has built in an operating cost efficiency of CPI minus 1% in all 
business as usual operating expenditure. This constraint is to take into account rising costs due to increasing 
cost of regulation, energy, chemicals and labour, as well as other costs associated with new plant coming on 
line. The Corporation believes it can achieve this target through productivity improvements. 

 
Table 8 – Summary of operating costs for regulated services  

Regulated Service 
Cost 

2012-13 
$m 

2013-14 
$m 

2014-15 
$m 

Water 16.3 16.2 16.1 

Wastewater 15.8 15.6 15.6 

Other services 0.5 0.5 0.5 

Total 32.6 32.3 32.2 

Note: 
All dollars are expressed in nominal terms as at 1 January 2011. 
Other Services are those regulated activities which related to water and waste services – for example: connection fees.  
 

4.2.2 Justification of split of operating expenditure by regulated service  

The discussion within this section includes labour/non-labour expenditure, and excludes costs associated with 
unregulated services. 

Operating expenditure directly attributable to a line of business is allocated as such. Corporate costs excluding 
accounting depreciation, interest expense and the Government Guarantee Fee have been allocated across 
water, wastewater and other regulated services using a variety of allocation bases. The nature of the cost to be 
allocated has largely determined the base. Table 9 shows the corporate cost and the selected base by which the 
cost has been allocated. 



 

 Regulatory Revenue Requirements 
 Price and Service Plan 2012-13 to 2014-15 
 Page 38 of 110 

Table 10 shows the forecast operating expenditures by expense category for each regulated service. 

 
Table 9 – Basis for corporate cost allocation 

Corporate Cost Type Basis for Allocation 
Percentage Split 

Water Wastewater Other 

Wages & staff costs Direct head count of water and 
wastewater 

51.4 47.0 1.6 

Capitalised wages Capital expenditure spend of 
water and wastewater 

54.5 45.5 NA 

Corporate governance Proportion of direct costs of 
water and wastewater 

49.2 49.2 1.6 

Information systems Proportion of direct costs of 
water and wastewater 

49.2 49.2 1.6 

Administration 
- Onstream 
- Other admin 

 
Direct head count of water and 
wastewater 
Direct costs of water and 
wastewater 

 
51.7 

 
51.3 

 
46.7 

 
47.1 

 
1.6 

 
1.6 

Community relations Direct costs of water and 
wastewater 

49.2 49.2 1.6 

Facilities management Replacement value of 
infrastructure assets. 

58.3 40.1 1.6 

Insurance Replacement value of 
infrastructure assets. 

61.2 37.2 1.6 

Motor vehicles Direct costs of water and 
wastewater 

51.4 47.0 1.6 

Note: 
NA Not applicable 

 
 

4.2.3 Productivity initiatives  

The Corporation has developed its operational expenditure projection on the basis of a cumulative 1% annual 
productivity gain. This gain is net of costs driven by growth in customer connections and demand. 

The 1% efficiency does not apply to operational expenditure that is consequential to capital investment or where 
cost is driven by more stringent or increased regulation.  

The Corporation is investing resources into productivity improvements to achieve the expense control, with initial 
focus on process improvements.  

The Corporation will also be reviewing its maintenance activities and the mix of delivery mechanisms such as 
internal resourcing versus outsourcing.  This project is anticipated to deliver savings in the later years of the Plan 
period as the Corporation implements a maintenance management system.  
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4.2.4 Forecasts of operating expenditure  

Over the period of the Plan the business is expecting total controllable operating expenditure to decrease by 
$0.4m. While there are some residual risks in achieving this expenditure plan, the Corporation is committed to 
monitoring its cost base and to actively pursuing efficiencies.  

Table 10 details the forecast operating expenditure for each regulated service. Efficiencies are expected to be 
gained in costs relating to staffing, chemicals, power, materials and services, and through combined purchasing 
with the other Tasmanian Water and Sewerage Corporations and Onstream. These are discussed in the 
previous section. 

 
Table 10 – Forecast costs by expense category for each regulated service  

Expense Category 

Expense 

2012-13 
$m 

2013-14 
$m 

2014-15 
$m 

Water Services 

Staff costs 6.2 6.2 6.1 

Chemicals, power and water royalties 2.8 2.9 2.9 

Materials and services 2.0 1.9 1.9 

Testing and laboratory 0.5 0.5 0.5 

Administration and overheads 2.9 2.8 2.8 

Onstream 1.9 1.9 1.9 

Subtotal 16.3 16.2 16.1 

Wastewater Services 

Staff costs 5.8 5.8 5.7 

Chemicals and power 2.3 2.4 2.4 

Materials and services 2.9 2.8 2.7 

Testing and laboratory 0.4 0.4 0.4 

Administration and overheads 2.7 2.5 2.7 

Onstream 1.7 1.7 1.7 

Subtotal 15.8 15.6 15.6 

Other Services    

Staff costs 0.2 0.2 0.2 

Power and water royalties 0.1 0.1 0.1 

Materials and services 0.1 0.1 0.1 

Onstream 0.1 0.1 0.1 

Subtotal 0.5 0.5 0.5 

Total 32.6 32.3 32.2 

Note: 
All dollars are expressed in nominal terms as at 1 January 2011. 
Budget figures   
Includes regulatory costs; refer to Table 10 for further detail   
3 Includes consequential operational expenditure; refer to Table 11 for further detail   
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The following points detail the key considerations and assumptions of the Corporation‟s operating expenditure: 

 Chemical costs over the reporting period will increase in the first two years resulting from anticipated 
price increases of 3.5% in real terms. It is expected that productivity improvements will yield savings in 
the third year.   

 Electricity costs are influenced by type of infrastructure, level of water consumption, weather, and water 
supply source. Electricity prices in Tasmania are forecast to increase during the Plan by approximately 
5% per year in real terms. In estimating future electricity costs, the Corporation has taken into account 
the price protection of entering into a contract with an electrical supply company and productivity 
improvements from the utilisation of off peak power where possible. 

 Repairs and maintenance of existing infrastructure will be increased prior to the Plan period, hence in 
real terms repairs and maintenance decreases during the Plan period. The focus of management during 
this period will be to negotiate contracts with suppliers and continue with preventative maintenance 
programs. When combined, these efforts should offset the effects of price increases.  

 In terms of controlling and/or minimising costs, maintenance reflects the minimum standards for the 
reporting period. Predictive maintenance programs are to be implemented, thereby reducing reactive 
maintenance costs.  Further cost-minimising strategies are being explored including sludge processing 
activities through beneficial re-use on a regional basis. 

 The Corporation has a stable workforce and despite negotiated pay rate increases, in real (inflationary 
adjusted) terms, the total staff cost declines over the full period of the Plan. This is mainly due to our 
recommended non replacement policy on attrition as employees retire and term contracts are 
completed. Maintaining staff costs to a manageable level will continue to be a significant challenge for 
the organisation, particularly as compliance requirements, with associated additional reporting, 
increases in the regulatory environment. 

 Administration costs include corporate governance, consultancy, communications, facilities 
management, insurance, fleet and other general corporate management expenses.  Over this Plan 
period these costs remain stable. Offsetting increases, which are embedded in administration costs, are 
some one-off costs, particularly in consulting and governance. 

Regulatory Costs 

The regulatory costs on the Corporation are shown in Table 11.  These costs include licence fees and regulatory 
audits. Costs have been allocated on the nature of the licence of function, with the audit costs indicatively 
allocated 50/50 between water and wastewater. No allocation is applicable to “Other Services” as they are minor 
by comparison to the other services. 

 
Table 11 – Regulatory costs by regulated services 

Regulatory Requirement 

Regulatory Costs 

2012-13 
$’000 

2013-14 
$’000 

2014-15 
$’000 

Water Services 

DHHS 156 156 156 

OTTER regulatory audit 12 12 87 

Subtotal 168 168 243 

Wastewater Services 

DPIPWE 379 379 379 

OTTER regulatory audit 13 13 88 

Subtotal 392 392 467 

Other Services 

Not applicable Nil 

Total 560 560 710 

Note: 
All dollars are expressed in nominal terms as at 1 January 2011. 
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Consequential Operational Expenditure 

The Corporation has identified a number of consequential expense items which have been excluded from the 
expenditure growth target of CPI less 1%. These expenditures (Table 12) relate to compliance requirements, and 
new or modified treatment plants. 

A number of Corporation dams are targeted for decommissioning during the Plan period: 

 Cutten Street Dams 1, 2 and 3 in 2012-13 at an estimated cost of $120,000 

 Roaring Meg Dam in 2013-14 at a preliminary cost of $435,000 

 South Dams 1 and 2 in 2013-14 at an estimated cost of $100,000.  
 
Additional compliance costs will be incurred in 2014-15 associated with the preparation of the second Price and 
Service Plan, mainly in fees for regulatory audits.  

Construction of new treatment plants, or modifications to existing treatment plants will be undertaken during this 
Plan, hence some operational expenditure will increase as a consequence of this planned capital works. The 
forecast consequential operational expenditure attributable to these treatment plants has been estimated 
primarily based upon current costs incurred in similar operating treatment plants. 

 

Table 12 – Consequential operational expenditure by regulated service 

Project 

Consequential Operational Expenditure 

2012-13 
$’000 

2013-14 
$’000 

2014-15 
$’000 

Water Services 

Cutten Street Dams 1, 2 & 3 
decommissioning 

120   

Roaring Meg Dam decommissioning  435  

South Dams 1 & 2 decommissioning 100   

Waratah WTP 54 54 54 

Rosebery WTP  114 114 

Currie & Grassy water systems 137 137 137 

Regulatory review of PSP 21   75 

Preparation for PSP 21   20 

Subtotal 411 740 400 

Wastewater Services 

Rosebery WWTP  217 217 

Wynyard WWTP 64 64 64 

Tullah WWTP  72 72 

Regulatory review of PSP 21   75 

Preparation for PSP 21   20 

Subtotal 64 353 448 

Other Services 

Nil projects Nil 

Total 475 1,093 848 

Note: 
All dollars are expressed in nominal terms as at 1 January 2011. 
1 Price and Service Plan 2 for the period 2015-16 to 2019-20  
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4.3 Capital expenditure 

4.3.1 Summary 

The Corporation has developed a 10 year Capital Expenditure Plan that is framed around the key drivers of 
growth, renewals, improvements and compliance. The total budgeted capital expenditure over the period of the 
Plan is $57.3 million, split evenly over the three years and representing the following drivers: 

 Renewals – $18.752 million 

 Improvements – $19.323 million 

 Compliance - $10.198 million 

 General - $9.035 million 

Figure 10 provides a graphical overview of the Capital Expenditure Plan. 

As can been seen, the majority of the Capital Expenditure Plan addresses renewals and improvements, with no 
projects driven by growth as the Corporation predicts that there will be no significant investment required as a 
result of growth in customers during the life of the Plan (Section 5.4). 
 
Capital expenditure for the period of the Plan is expected to achieve the following: 

 Completion of health, safety and security upgrades at all sites, including addressing issues around non-
compliant ladders, heavy manhole covers and non-compliant or non-existent walkways and barriers.  
Security upgrades include improved fencing, security systems, fire detection and suppression. 

 Rectification of water quality problems for the region in accordance with DHHS‟s decision tree 
guidelines and improvements to the adequacy of supply where required.  No funding has been provided 
to upgrade water treatment plants to meet a possible future 0.1NTU turbidity requirement. 

 Adoption of a two stage approach to wastewater treatment plant compliance: 

- Stage 1:  With a restricted budget and a priority on water quality for the first three years, the 
focus for the wastewater capital expenditure will be on planning.  During these three years 
allowance is made for modelling, targeted non regulatory sampling, inflow and infiltration 
studies, and minor works to achieve compliance with the interim environment protection 
notices.  This will provide a systems approach to the plant design and target overflows and 
spills.  Allowance is also made for the installation of flow meters at WWTPs where none exist.  
This work has been prioritised based on EPA‟s priority list. 

- Stage 2 is to bring wastewater treatment plants that discharge flows of less than 500kL/day 
(including Level 1 plants) into compliance with accepted modern technology (AMT) standards.  
Furthermore, data collected in Stage 1 will provide evidence as to whether treatment plants 
having discharge flows greater than 500kL/day are causing environmental harm and therefore 
the need to upgrade to AMT.  These works have been prioritised based on cost and EPA‟s 
priorities. 

 SCADA2 and automation project to integrate three separate systems into one, standardise the remote 
telemetry to common transmission protocols, and connect all sites 

 Dam safety improvements to meet legislative requirements, as identified in the Dam Safety Compliance 
Management Program and Dam Safety Investigation Management Plan. 

 
  

                                                
 

2 Supervisory control and data acquisition – computer system to monitor and control assets such as treatment plants, reservoirs and pump 
stations. 
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Figure 10:  Overview of the 10 year Capital Expenditure Plan.  

Note: 
All dollars are expressed in nominal terms. 
Total Capex includes replacement of vehicles, plant, equipment and buildings. 
The Price and Service Plan period is from 2012-13 to 2014-15. 
 
 

4.3.2 Capital planning process and prioritisation 

The Corporation‟s Capital Expenditure Plan is based on the compliance implementation and improvement plans 
included in the Drinking Water Quality Management Plan, Wastewater Management Plan, the Dam Safety 
Compliance Management Program, and also from capital works requests resulting from safety audits, employee 
feedback and other identified business needs.   

The capital expenditure associated with renewals, for the 10 year plan, has been derived from the Corporation‟s 
Asset Management Plan (AMP) which includes an infrastructure replacement profile until 2050 based on the 
Corporation‟s valuation report of 24th December 2009. 

Prioritisation of identified projects uses a risk based approach, taking into account the following: 

 Budget constraints, 

 Health and safety aspects/issues, 

 Compliance requirements such as DHHS and EPA priority lists, and dam safety issues, 

 Corporation commitments such as the Water Metering Project, 

 Customer complaints, 

 Improvements resulting in efficiency gains and improved customer service, for example telemetry, and; 

 Renewals as identified in the AMP. 

The priorities for the Plan period are focussed firstly on water compliance projects followed by wastewater 
compliance improvements particularly involving sewer pump stations. Two other key projects across the 
Corporation are the SCADA and automation upgrades, and the water metering project which sees increased 
spending in the third year of the Plan. The top six priority projects for the first year of the Plan are: 

 Ambient monitoring and characterisation of waste water treatment plant receiving waters in order to be 
able to design appropriate treatment plant upgrades. 

 Water treatment plant upgrade at Waratah. 

 Upgrades to the Currie-Grassy water scheme on King Island. 

 Tullah wastewater treatment plant upgrade. 
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 SCADA and automation. 

 

4.3.3 Asset management  

The Corporation has developed an Asset Management Plan (AMP) that provides a systematic approach to 
optimising the performance of its assets to meet its agreed service standards at an affordable price.  This is 
achieved through agreeing levels of service standards, a risk based assessment of the likelihood and 
consequences of asset failure, improved financial decision making based on prioritisation of investments over the 
life of the assets, and consideration of alternative solutions.  The AMP provides a framework for understanding 
the following: 

 The assets that the Corporation owns and the services that it provides, 

 The present and future demands on the infrastructure assets that are critical for delivering the 
organisation‟s level of service to its customers and community, 

 The current estimate of the short term and long term financial commitments (both capital and 
operational) necessary to maintain the assets and services that it provides, 

 The current and proposed policies, strategies, and programs that is necessary to meet the long term 
provision of services, 

 The risk exposure associated with the potential failure of the assets to meet the expected levels of 
service, 

 The linkages necessary between strategic business objectives and the service that the assets are 
delivering, and; 

 The organisation‟s continuity that will span organisational changes and the transfer of asset 
management knowledge between successive generations of utility managers. 

The AMP brings together the improvement plans identified in the Drinking Water Quality Management Plan and 
Wastewater Management Plan, the Dam Safety Compliance Management Program within the Dam Management 
Plan, and an infrastructure replacement profile.  This plan has a short-term focus (10 years) within a longer-term 
period (30 years) covering the full life cycle of the assets.  It is based on a set of systematic planning activities to: 

 Assess asset performance and demands, 

 Improve reliability of asset performance, 

 Improve forecasts for both capital and operational budgets based on asset performance and reliability 
needs, 

 Identify and quantify business risks and trends, 

 Formulate and evaluate both capital and operational options for meeting service levels, and; 

 Plan continuous improvements related to delivering lowest life cycle cost service solutions. 

The AMP is used to inform the capital expenditure plan (Sections 5.3.1 and 5.3.2). 
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4.3.4 Key drivers of capital expenditure 

The key drivers used in capital expenditure plan are as follows: 

 „G‟ = Growth:  Capital expenditure associated with increasing capacity of assets or construction of new 
assets, to meet growth demand, or to provide additional security of supply 

 „R‟ = Renewals:  Capital expenditure associated with replacing assets and generally maintaining service 
levels 

 „I‟ = Improvements:  Capital expenditure associated with improving service levels and reliability to meet 
customer preferences 

 „C‟ = Compliance:  Capital expenditure associated with meeting regulatory obligations in the following 
areas:   

- Health and safety 
- Water systems 
- Wastewater systems 
- Dams 
- Governance systems 
- Administration 

Table 13 provides an overview of expenditure program split by regulated service and key driver. 
 
Table 13 – Capital expenditure plan overview 

Regulated Service and Key Driver 
Capital Expenditure 

2012-13 
$’000 

2013-14 
$’000 

2014-15 
$’000 

Total 
$’000 

Water Services 

Growth 0 0 0 0 

Renewals 1,017 1,017 2,110 4,144 

Improvements 4,568 4,233 6,157 14,958 

Compliance 3,928 1,215 337 5,480 

Subtotal 9,513 6,465 8,604 24,582 

Wastewater Services 

Growth 0 0 0 0 

Renewals 2,671 7,388 4,549 14,608 

Improvements 1,740 1,064 1,561 4,365 

Compliance 3,584 624 510 4,718 

Subtotal 7,995 9,076 6,620 23,691 

General Costs 

Other CAPEX by Driver1 3,235 2,900 2,900 9,035 

Total 20,743 18,441 18,124 57,308 

Note: 
All dollars are expressed in nominal terms. 
1      Includes replacement of vehicles, plant, equipment and buildings. 
 

Details on „other‟ capital projects are shown in Table 14.  This table includes capital allocations which are split 
evenly between water and sewerage for the purpose of completing the calculation of the RAB. 
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Table 14 – „Other‟ capital expenditure projects 

Other Projects 
Capital Cost 

over PSP 
Period ($’000) 

Description Drivers and Problems 

Plant and Equipment 4,200 
Replace aged plant and 
equipment 

„R‟ – Replacement of old 
assets 

Minor Works 2,100 
Miscellaneous minor works as 
required 

„R‟ – Unidentified level of 
service issues 

Geographic 
Information Systems 
(GIS) 

335 
Continue with updating of GIS 
data, with links to asset 
management system 

„I‟ – Currently insufficient and 
unreliable geospatial data 

SCADA 2,400 
Update SCADA/telemetry to all 
treatment plants 

„I‟ – Non-compatible systems 
from legacy councils and 
unmonitored areas currently 

Total  9,035   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 

 

4.3.5 Water capital expenditure by key driver  

Growth 

The Corporation has no water projects driven by growth as it does not anticipate the requirement to augment 
capacity due to growth in customer demand during the life of this Plan (refer Section 6.4). 

Renewals 

Total value of water renewal projects is $4.14 million over the three years of the Plan (Table 15).  The budget for 
renewal has been derived from the current asset register, based on theoretical asset lives.  This will be refined 
over time as data on the condition of assets is collected. 
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Table 15: Water renewals projects 

Water Renewals 
Project 

Capital Cost 
over PSP 

Period ($’000) 
Description Drivers and Problems 

Pipeline, Mechanical & 
Electrical Asset 
Renewals 

1,851 

Replace targeted pump station 
switchboards, mechanical 
equipment and pipelines, in order 
to maintain our desired levels of 
service.  

„R‟ – Remediation of faulty or failed 
infrastructure. 

Metering Program 2,293 

Install and replace water meters. 
Approximately 86% of water 
connections are already metered 
in the Corporations region, but it is 
intended that these be upgraded 
to Automated Meter Reading 
(AMR) meters which will reduce 
costs associated with meter 
reading.  

„R‟ & „C‟ – driven by aging 
infrastructure (9,000 replacement 
meters) and legislative requirement 
for two-part water pricing for all 
customers (6,000 new meters) from 
1 July 2012.  

Total Renewals 4,144   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 

 

Improvement 

Total value of water improvement projects is $14.96 million over the three years of the Plan (Table 16). 
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Table 16: Water improvement projects 

Water Improvement 
Project 

Capital Cost 
over PSP 

Period ($’000) 
Description Drivers and Problems 

Currie/Grassy Water 
Supply 

4,100 

New Water Treatment plant at 
Grassy, and pipeline to Currie. 
Expected to be fully functional by 
end of Financial Year 2013/14. 

„I‟ – Inadequate water supply and 
quality.  

Burnie Cam Pipeline 2,750 

New pipeline to bypass Cam 
Treatment facility, with significant 
cost savings expected from the 
improvement.  

„I‟ – Inefficient water treatment plant 
at Cam. 

Forth Water Treatment 
Plant 

4,170 

Increasing capacity, to allow for 
additional demand of 50.2 mL/day 
to supply treated water to Kelcey 
Tier / Melrose areas. Another 
clarifier will be constructed at 
Forth WTP. 

„I‟ – Insufficient capacity to meet 
Forth/Paloona supply areas 

Strahan Gravity Main 858 
Increasing capacity, expected to 
be completed by end of financial 
year 2012/13. 

„I‟ – Insufficient current capacity to 
meet demand at current peaks, and 
future requirements. 

Quality Control Points 3,080 
Installation of monitoring 
equipment to ensure water quality 
is at ADWG standards. 

„I‟ – Unable to adequately control 
processes with existing equipment 
for water monitoring 

Total Improvement 14,958   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 
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Compliance 

Total value of water compliance projects is $5.48 million over the three years of the Plan (Table 17). 

Table 17: Water compliance projects 

Water Compliance 
Project  

Capital Cost 
over PSP 

Period ($’000) 
Description Drivers and Problems 

Rosebery Water 
Treatment Plant 

4,525 

New treatment plant required to 
meet Australian Drinking Water 
Guidelines. The key expenditure 
components are a new treatment 
plant, another reservoir to ensure 
fire fighting capacity and storage, 
as well as new pipelines. 

„C‟ – Water quality does not currently 
meet Department of Health and 
Human Services Guidelines. 

Dam Safety 865 Dam Safety Compliance Works 
„C‟ – Does not meet Australian 
National Committee on Large 
Dames (ANCOLD) standards 

Modelling 90 
Program to understand future 
reticulation requirements 

„C‟ – Currently, the Corporation has 
insufficient data to adequately model 
future reticulation project 
requirements. 

Total Compliance 5,480   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 
 
 

4.3.6 Sewerage capital expenditure by key driver  

Growth 

The Corporation has no sewerage projects driven by growth as it does not anticipate significant growth in 
customers during the life of this Plan (Section 6.4). 

Renewals 

The total value of sewerage renewal projects is $14.60 million over the three years of the Plan (Table 18). 
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Table 18: Sewerage renewals projects 

Sewerage Renewals 
Project  

Capital Cost 
over PSP 

Period ($’000) 
Description Drivers and Problems 

Wastewater Lagoons 143 
Renew infrastructure at Smithton 
and Ridgley lagoons, at end of 
life.  

„R‟ – Aging Infrastructure 

Infiltration/Inflow 
Investigation 

925 

Targeting Sheffield, Latrobe and 
Wynyard, to determine 
appropriate remedial works 
needed to mitigate sewerage 
pump station overflows. 

„R‟ – Determine failed infrastructure. 
Focus on these areas as they have a 
history of overflows during peak wet 
weather events.  

Remediation works 
from Infiltration 
Investigation 

4,160 
Project to remove sources of 
inflow and infiltration identified in 
the above study. 

„R‟ – Remediation to failed 
infrastructure 

Helen Street Pumping 
Station 

1,900 

Renewal of components of aging 
pump station, which is a critical 
asset in the Ulverstone 
wastewater system 

„R‟ – Remediation to failed 
infrastructure 

Ulverstone Outfalls 
Renewals 

3,900 
Replace sections of Ulverstone 
sewer outfalls which have reached 
the end of their useful life 

„R‟ – Remediation to aged 
infrastructure 

Devonport Reticulation 
Renewals 

600 

Replace sections of sewer 
reticulation and detention basins 
in Devonport which have reached 
the end of their useful life 

„R‟ – Remediation to aged 
infrastructure 

Pit Lid Renewals 1,255 

Replacement of aged and unsafe 
pump station pit lids, after OH&S 
assessments in 2009 identified an 
extensive list of non compliances 
with safety risk mitigations. 

„R‟ – Remediation to currently unsafe 
infrastructure 

Pipeline, Mechanical 
and Electrical Asset 
Renewals 

1,725 

Replace targeted pump station 
switchboards, mechanical 
equipment and pipelines, due to 
either „end-of-life‟ or high 
maintenance costs/inefficiency. 

„R‟ – Remediation to failed 
infrastructure 

Total Renewals 14,608   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 
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Improvement 

Total value of sewerage improvement projects is $4.26 million over the three years of the Plan (Table 19). 

 
Table 19: Sewerage improvement projects 

Sewerage 
Improvement Project  

Capital Cost 
over PSP 

Period ($’000) 
Description Drivers and Problems 

Smithton WWTP 822 To improve process control 
„I‟ - Unable to maintain effluent 
quality 

Burnie WWTP 260 
Improvement of chemical process 
and control 

„I‟ - Unable to maintain effluent 
quality 

Pardoe WWTP 100 
To increase clarifier inlet capacity 
to cope with peak wet weather 
flows 

„I‟ – Insufficient capacity in wet 
weather conditions 

Somerset WWTP 23 Inlet screen design 
„I‟ – Currently no screening of 
influent 

Ridgley WWTP 212 
Incorporate new inlet screens and 
enhance process control 

„I‟ – Currently no screening of 
influent and to maintain effluent 
quality 

Sheffield WWTP 1,639 
To improve process control and 
construct a new outlet pipeline 

„I‟ – unacceptable effluent discharge 
and unable to maintain effluent 
quality 

Stanley WWTP 112 
To improve process control and 
install new aerator 

„I‟ – Unable to maintain effluent 
quality 

Rosebery Sewer 
System 

1,000 
Construct new Wastewater 
Treatment Plant 

„I‟ – Unable to continue discharge to 
tailings dam 

Tullah Wastewater 
Treatment Plant 

93 
Design for future construction of 
new plant 

„I‟ – Unable to maintain effluent 
quality 

Total Improvement 4,261   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 
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Compliance 

Total value of sewerage compliance projects is $4.82 million over the three years of the Plan (Table 20). 

 
Table 20: Sewerage compliance projects 

Sewerage 
Compliance Project  

Capital Cost 
over PSP 

Period ($’000) 
Description Drivers and Problems 

Disinfection of various 
WWTP  

847 
Install disinfection equipment to 
various treatment plants 

„C‟ – Effluent quality non-compliant 

Sampling 726 
Program to achieve adequate 
data for analysis 

„C‟ – Insufficient data to understand 
the effluent quality and the treatment 
plants performance 

Modelling 374 
Program to understand future 
treatment plant requirements 

„C‟ – Insufficient data to understand 
future treatment plant requirements 

Receiving Waters 
Ambient Monitoring 

2,805 

Implement sampling plan to 
understand receiving water 
characterisation, as required by 
the EPA as part of the EPN for 
each WWTP 

„C‟ – To understand the impact of 
effluent discharge on receiving 
waters 

Effluent Re-Use 30 
Study to determine re-use viability 
of effluent, as required by the EPA 

„C‟ – Options for effluent re-use at 
treatment plant sites 

Groundwater 
Monitoring Bores 

40 
Implement monitoring program to 
assess possible contamination of 
surrounding environment 

„C‟ – Prevention of possible 
contamination of surrounding 
environs  

Total Compliance 4,822   

Note: 
PSP – Price and Service Plan 
All dollars are expressed in nominal terms. 

 

4.4 Depreciation  

4.4.1 Assumptions 

Depreciation of property, plant and equipment (other than land) is calculated on an individually assessed 
economic life using the straight-line method of depreciation so as to write off the net cost (or previously re-valued 
amounts) of each asset over its expected useful life. The economic lives of assets are reassessed at 30 June 
each year by testing the NPV calculation of the assets.   

The economic life of new property, plant and equipment (those assets acquired by the Corporation after 1 July 
2009) is summarised as follows: 

 Dams / Earthworks:  135 years 

 Pipelines:   30 – 140 years 

 Civil / Structural:   30 – 100 years 

 Other Infrastructure:  5 – 40 years 

 Buildings:   50 – 85 years 

 Other Assets:   2 – 25 years 

 Average Economic Life:  65 years (new assets only) 
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The average remaining economic life of all existing assets up to the commencement of the Corporation (30 June 
2009, plus any assets transferred under Part 3 of the Water and Sewerage Corporations Act 2008 until 30 June 
2011) is 35 years.  

4.5 Regulated asset base 

4.5.1 Summary 

Using the opening asset base of assets transferred to Cradle Mountain Water at commencement on 1 July 2009, 
valued at depreciated optimised replacement cost (DORC); and after rolling forward the asset base for capital 
expenditure on regulated assets, adjusting for regulatory depreciation, asset contributions and disposals, the 
Corporation‟s regulated asset base is estimated to be valued at $662 million at 1 July 2012. 

4.5.2 Exclusion of unregulated activities 

Unregulated activities are covered in Section 6.3.2 of the Plan, however broadly these activities include irrigation 
services, acceptance of tankered waste, supply of compliant water to water carters, and private works.  Table 21 
provides detail on the forecast unregulated asset values, expenses and revenues, for each year of the Plan 
period. 

If a good or service is considered to be an unregulated service, then the Regulator does not control the price of 
the unregulated service through the price determination. The Corporation should be providing these activities at 
cost recovery and as such, any assets relating to the provision of unregulated services are to be excluded from 
the calculation of the RAB. In addition, any costs associated with the operation and maintenance of these assets 
or the provision of the unregulated activities must be excluded from the calculation of upper and lower bound 
limits for revenue (refer Section 4.8 and 4.9). 

The total forecast asset value over the life of the Plan for unregulated activities is nil, as irrigation customers and 
tankered waste operate from pipes and systems which would not be any different in size or diameter in the event 
that the unregulated activities were to cease. Thus, there are no dedicated unregulated assets, and unregulated 
asset income is simply ancillary revenue to regulated activity revenues.  

 

Table 21: Forecast unregulated asset values, expenses and revenues 

 2012-13 
$’000 

2013-14 
$’000 

2014-15 
$’000 

Unregulated asset value 0 0 0 

Unregulated expenses 78 77 77 

Unregulated revenues 140 149 158 

Note: 
All dollars are expressed in nominal terms. 

 

As can be seen from the table above, regulated revenues are not supplementing unregulated activities in any 
way.  
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4.5.3 Opening value of RAB  

Tables 22 and 23 depict the build up of the estimated opening RAB for both water and sewerage services at 1 

July 2012. 

Table 22: Existing assets RAB opening values 

Component 
2009-10 

$ 
2010-11 

$ 
2011-12 

$ 

Water Assets    

Opening Asset Values 344,377 335,461 322,531 

Less Disposals 142 2,935 44 

Less Depreciation 8,774 9,995 9,994 

Add „Part 3‟ Assets 0 0 0 

Closing Asset Values 335,461 322,531 312,493 

Sewerage Assets    

Opening Asset Values 335,374 324,061 314,164 

Less Disposals 180 83 56 

Less Depreciation 11,133 9,814 9,812 

Add „Part 3‟ Assets 0 0 0 

Closing Asset Values 324,061 314,164 304,296 

Note: 
All dollars are expressed in nominal terms. 
„Part 3‟ assets – Any assets that were or can be transferred under Part 3 of the Water and Sewerage Corporations Act. 

 

Table 23: New assets RAB opening values 

Component 
2009-10 

$ 
2010-11 

$ 
2011-12 

$ 

Water Assets    

Opening Asset Values 0 6,103 13,219 

Less Disposals 0 0 44 

Add Capital Expenditure 6,331 7,800 10,605 

Less Depreciation 227 684 1,203 

Closing Asset Values 6,103 13,219 22,577 

Sewerage Assets    

Opening Asset Values 0 10,721 15,096 

Less Disposals 0 0 56 

Add Capital Expenditure 10,550 5,630 9,205 

Less Depreciation 279 805 1,279 

Closing Asset Values 10,721 15,096 22,966 

Note: 
All dollars are expressed in nominal terms. 
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4.5.4 Projected average assets values (roll-forward of RAB)  

Tables 24 and 25 depict the calculated roll-forward RAB over the life of the Plan for both water and sewerage 

services, taking into account the Board approved Capital Expenditure Program. 

Table 24: Existing assets RAB (roll-forward) 

Component 
2009-10 

$ 
2010-11 

$ 
2011-12 

$ 

Water Assets    

Opening Asset Values 312,493 302,456 292,464 

Less Disposals 44 0 0 

Less Depreciation 9,993 9,993 9,993 

Add „Part 3‟ Assets 0 0 0 

Closing Asset Values 302,456 292,464 282,471 

Sewerage Assets    

Opening Asset Values 304,296 294,429 284,618 

Less Disposals 56 0 0 

Less Depreciation 9,812 9,811 9,811 

Add „Part 3‟ Assets 0 0 0 

Closing Asset Values 294,429 284,618 274,808 

Note: 
All dollars are expressed in nominal terms. 
„Part 3‟ assets – Any assets that were or can be transferred under Part 3 of the Water and Sewerage Corporations Act. 

 

Table 25: New assets RAB (roll-forward) 

Component 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

Water Assets    

Opening Asset Values 22,577 31,831 37,508 

Less Disposals 44 88 88 

Add Capital Expenditure 10,980 7,785 9,924 

Less Depreciation 1,682 2,019 2,172 

Closing Asset Values 31,831 37,508 45,171 

Sewerage Assets    

Opening Asset Values 22,966 30,940 39,305 

Less Disposals 56 56 112 

Add Capital Expenditure 9,763 10,656 8,200 

Less Depreciation 1,733 2,179 2,359 

Closing Asset Values 30,940 39,305 45,034 

Note: 
All dollars are expressed in nominal terms. 
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4.6 Return on capital (WACC)  

The WACC (weighted average cost of capital) will be determined by the Regulator in line with provisions of the 
Industry Act, within the Price and Service Plan Guideline. The WACC used to determine the return on assets (i.e. 
the RAB) is to be the weighted average of a benchmark cost of both debt and equity.  

The Regulator proposes to adopt a real pre-tax WACC based on the following formula: 

D1*
))1(t1(

1
Re*D*RdnominalWACC

 

1
i1

nominal
real

WACC1
WACC  

Where: 

Re = Cost of equity (post-tax)   

= 
)RfRm(*eRf  

Rd = Pre–tax cost of debt 

Rm  = Market return 

Rf = Risk free rate 

t = Corporate tax rate 

βe = Equity beta 

D = Gearing Ratio  

i = forecast inflation 

 = Gamma - represents the proportion of imputation credits, which can be utilised by 

shareholders and varies between 0 and 1 
 

The Industry Act has recently been amended to allow for separate WACC rates for new and existing assets, to 
be used when determining the level of full cost recovery revenue. Per the Industry Act, „existing assets‟ refer to 
those assets transferred to the regulated entities under Part 3 of the Water and Sewerage Corporations Act 2008 
before 1 July 2011; „new assets‟ refers to all other assets and generally means all assets purchased or 
constructed by the regulated entity since the commencement of operations on 1 July 2009.  

The WACC will be calculated in accordance with the above formula for new assets.  

For existing assets, the Industry Act requires the adoption of a WACC that applies a real pre tax cost of equity of 
3% p.a. The formula, as taken from the Price and Service Plan Guidelines, for the calculation of WACC on 
existing assets is therefore as follows: 

D1*XD*RdnominalWACC

 

Where: 

X = Legislated pre-tax return on equity of (3%) replacing     

))1(t1(

1
Re*

  
in the initial WACC formula above. 
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As existing assets are replaced by „new‟ assets, the return on assets building block will get progressively higher, 

such that the full asset base will be able to earn a commercial rate of return to owner councils once all existing 

assets have reached the end of their economic lives.  

The Regulator has applied the above formulas to provide the following proposed real WACC values within the 

Price and Service Plan Guidelines: 

 WACC (real) – existing assets: 2.74% 

 WACC (real) – new assets: 5.32% 

 

4.7 Asset annuity (for lower limit calculation)  

The asset renewal annuity (ARA) is a calculation of the annualised future asset renewal and replacement 
program that should also include proposed expenditure in the Corporation‟s capital expenditure program to 
achieve regulatory compliance.  

An ARA is the required series of equal annual payments equivalent to the stream of future payments (in net 
present value terms) required for the renewal and/or replacement of infrastructure assets. Given the Corporation 
is not currently achieving all regulatory compliance requirements, the ARA must also account for expenditure to 
achieve this compliance Table 26).  

Table 26: Asset annuity 

Component 
2012-13 

$m 
2013-14 

$m 
2014-15 

$m 

Water Assets    

Asset Annuity Water 2.9 2.9 2.9 

Compliance Premium Water 4.2 4.2 4.2 

Total Water ARA 7.1 7.1 7.1 

Sewerage Assets    

Asset Annuity Sewerage 4.9 4.9 4.9 

Compliance Premium Sewerage 7.8 7.8 7.8 

Total Sewerage ARA 12.7 12.7 12.7 

Note: 
All dollars are expressed in nominal terms. 
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4.8 Lower limit revenue requirement (sustainability)  

The National Water Initiative requires that the Corporation should recover revenues that are at least equal to the 
“lower bound limit” which is the amount of revenue required to meet: 

 Efficient operational, maintenance and administrative costs 

 Externalities (effects on third parties eg. pollution) 

 Taxes or taxation equivalent payments (not including income tax) 

 The interest cost on debt 

 Dividends (appropriate returns) 

 An annuity provision for the replacement/refurbishment of assets 

 
The following formula, taken from the Price and Service Plan Guidelines, is used to calculate the lower bound 
revenue limit: 
 
  RRLB = Debt + OM + ARA 

 

Where: 

  RRLB = lower bound annual revenue requirement 

  Debt = debt servicing costs 

  OM = operating and maintenance expenditure  

ARA = asset renewal annuity 

  

The lower bound revenue requirements for each year of this Plan are shown in Table 27. 
 
 
Table 27 – Lower bound revenue requirement 

Building Block 
2012-13 

$’000 
2013-14 

$’000 
2014-15 

$’000 

Operating expenditure 32,570 32,305 32,186 

Debt 6,366 6,840 7,223 

Dividends 1,327 2,790 4,170 

ARA - Water 7,060 7,060 7,060 

ARA – Sewer 12,705 12,705 12,705 

Total Lower Bound Revenue Requirement 60,028 61,700 63,344 
    

Expected Revenues from Pricing Approach (Section 7) 55,540 60,069 62,484 

% of Lower Bound Limit Achieved 88.41% 91.07% 93.93% 

Note: 
All dollars are expressed in nominal terms as at 1 January 2011. 

 
 
As can be seen in the table above, the proposed price increases within this plan will push the Corporation 
towards recovery of transitional revenues that progress towards achieving the lower bound revenue requirement 
by the end of the first price determination period.  
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4.9 Upper limit revenue requirement (full cost recovery)  

The National Water Commission and the pricing principles set out by the Industry Act require that the 
Corporation achieves, or at least significantly moves towards achieving, full cost recovery levels of revenue. This 
is referred to as the “upper bound limit” and is the level of revenue required to meet, but not exceed: 

 Efficient operational, maintenance and administrative costs 

 Externalities (effects on third parties eg. pollution) 

 Taxes or taxation equivalent payments 

 Cost of capital, calculated using a weighted average cost of capital (WACC) 

 Asset consumption costs (depreciation) 

 
The following formula, as taken from the Price and Service Plan Guidelines, is used to calculate full cost recovery 
revenues: 
 
  RRFCR = RAB * WACC + D + OM 

 

Where: 

  RRFCR = full cost recovery annual revenue requirement 

  RAB  = value of regulated asset base (refer section 4.5 above) 

  WACC = weighted average cost of capital (refer section 4.6 above) 

  D = depreciation (refer section 4.4 above) 

  OM = operating and maintenance expenditure (refer section 4.2 above) 

 
The upper bound revenue requirements for each year of this Plan are shown in Table 7. 
 
The achievement of full cost recovery or the upper bound limit revenue requirement is a long term aim of the 
Corporation. 
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5 Demand Forecasting 

5.1 Summary 

In accordance with the Water and Sewerage Corporations Act 2008, it is a principle objective of the Corporation 
to promote the efficient delivery of water supply and provision of sewerage services, to encourage water 
conservation, demand management of water and the re-use of water on an economic and commercial basis. 

An essential component of the Plan is the forecasting of expected demand for services over the Plan period and 
beyond. The demand for services will include, but is not limited to, the total: 

• Number of customers supplied with water, wastewater and trade waste services, 

• Quantity of recycled water supplied, 

• Quantity of water used and wastewater discharged, and; 

• Quantity of trade waste collected. 

This section discusses: 

• Customer characteristics, classes and growth. 

• The framework around water supply planning. 

• The expected level of demand for the Corporation‟s water, wastewater and trade waste services. 

The Corporation is not able to accurately forecast future water demand and wastewater flows due to a lack of 
historical demand data combined with the proposed removal of free water allowances. It will be some years 
before the Corporation is in a position to accurately forecast demand.  
 
Demographic studies indicate a low growth trend, ranging from 1.03% to -0.7% across the region.  This trend 
appears consistent with the trend for the preceding 10 years of data. Therefore the Corporation predicts that 
demand (total water customers) will not grow from the current 43,042 in any statistically significant way, that is, 
no more than 5% for the projection.   
 
Where industrial growth is predicted, it is predominately in the minerals sector and many, if not all of this growth, 
is in areas not currently serviced by Cradle Mountain Water.  The Corporation is keen however to explore fee for 
service contractual operations where it acts as a service provider to operate water and wastewater assets of 
mining and other companies. Such arrangements will be made on a commercial basis are not considered a 
component of the regulated activities of the business.   
 
The Corporation intends to develop and implement an integrated resource planning (IRP) and least cost planning 
(LCP) program in order to accurately predict the expected level of demand for the Corporation‟s services. It has 
been shown that LCP can determine the most cost effective means of providing water services or alternatively 
the cheapest forms of water conservation. LCP contrasts to a traditional approach of evaluation which looks only 
at means of increasing supply.   
 
Detailed investigation of water usage, known as end-use analysis will be required for LCP. End-use analysis 
allows both rigorous demand forecasting, and the development and evaluation of conservation strategies. 
Strategies that should include education campaigns, increasing water use efficiency and promoting wastewater 
reuse or rainwater tanks where appropriate.  It is through this strategy that the Corporation can concentrate on 
the provision of service through existing networks without the need to invest heavily in capacity expansion within 
existing serviced land boundaries. 
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5.2 Key characteristics of customer base 

Cradle Mountain Water provides water and wastewater services to more than 80,000 people in 37 localities in 
North West Tasmania, including the West Coast region and King Island.  The area serviced covers 22,500 
square kilometres, and is bounded in the east by Port Sorell and in the south by Strahan (Figure 2). The major 
centres of population are Devonport and Burnie, and major industries operate in these towns as well as 
Ulverstone, Smithton, Spreyton, and Wynyard.  In addition, a large proportion of the region is used for primary 
production including dairy farming, cropping and timber production. 

The widely scattered character of the region means that Cradle Mountain Water has to operate a large number 
of small plants and systems to guarantee supply to our customers, including 17 water treatment plants and 27 
wastewater treatment plants. Catchment areas are also diverse, from the highland mountains of the Cradle 
Plateau, through widespread agricultural land, to the more remote forested areas of the West Coast and North 
West of the State. 

Table 28 provides an overview of the Corporation‟s customer base; Table 29 shows residential statistics for the 
Mersey-Lyell statistical area, while Figure 11 shows the changes in resident population between 2005 and 2009. 
Note that the Australian Bureau of Statistics data is five years old, and that the 2011 Census figures are likely to 
show significant upward movement in relation to the dollar medians. 

 
Table 28 – Key customer statistics as at June 2011 

Customer Base No. 

Population receiving water supply services1 87,725 

Connected residential properties - water supply 36,5522 

Connected non-residential properties - water supply 6,4903 

Total connected properties - water supply 43,042 

Population receiving sewerage services1 83,184 

Connected residential properties - sewerage 34,6602 

Connected non-residential properties - sewerage 5,6663 

Total connected properties - sewerage 40,326 

Note:   
1 Number residential connections multiplied by 2.4 (average household size for Mersey/Lyell & King Island 

Australian Bureau of Statistics districts) 
2 Billed customers 
3 Includes vacant land 
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Table 29 – Residential statistics for the Mersey-Lyell statistical area 

Statistical Area Data 

Median age 39 

Average household size 2.4 persons 

Median rent per week $135.00 

Rental properties 21% 

Home owners 60% 

Median mortgage repayment per week $216.75 

Median family income per week $1,032.00 

Customers granted concessions 2009/2010 10,898 

*Customers living in single dwelling 88% 

*Population aged 65 or older 15.70% 

*Population not in labour force 31% 

*Population unemployed 3% 

Note:   
Data sourced from the ABS Census 2006 and SKM customer & brand satisfaction survey 2010 (marked *) 
 

Figure 11:  Estimated resident population, Mersey-Lyell Statistical Area (North-West Tasmania). Source: 
Australian Bureau of Statistics. 
 

 
 

5.3 Customer classes 

Cradle Mountain Water has two customer classes: 

• Residential water and wastewater – These customers use water for household supply and other 
domestic use and do not operate a business; and have domestic sewerage systems not producing trade 
waste. 

• Non-residential water and wastewater – These customers are broken into industrial, commercial and 
other (such as institutions and primary producers) categories. 

The Corporation offers water and wastewater services to all customer classes 

108,000

109,000

110,000

111,000

112,000

113,000

2005 2006 2007 2008 2009
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5.3.1 Residential Customers 

The Corporation has a billed residential customer base of 36,552 for water services and 34,660 for wastewater 
services.  This makes up 85% and 86% respectively of the total customer base for water and wastewater 
services. 

Table 30 provides a breakdown of the Corporation‟s residential customers by local government area. 

 
Table 30: Residential customer numbers as at June 2011  

Area 

Residential Customer Numbers 
(as at 22/6/2011) 

Water Wastewater 

Burnie 6,868 6,812 

Central Coast 6,857 6,406 

Circular Head 1,752 1,523 

Devonport 9,743 9,188 

Kentish 802 746 

King Island 509 474 

Latrobe 3,182 2,502 

Waratah / Wynyard 4,186 4,368 

West Coast 2,653 2,641 

Total 36,552 34,660 

Note:   
Numbers are billed customers. 
 
 

5.3.2 Non-Residential  

Non-residential customers make up 15% (6,490) and 14% (5,666) of the Corporation‟s billed customers for water 
and wastewater services respectively.  These customers are divided into three categories: 

• Industrial – Totalling 690 and 622 water and wastewater customers respectively; and includes 
warehouses, manufacturing industries, sawmills, cool stores, abattoirs, refineries, fuel installations, and 
shipbuilding industries. 

• Commercial – Totalling 1,773 and 1,745 water and wastewater customers respectively; and includes 
shops, offices, small businesses, commercial services, licensed premises, tourism related businesses, 
child minding services, and media outlets. 

• Other – Totalling 4,027 and 3,299 water and wastewater customers respectively; and including 
undeveloped vacant land, primary production, utility services, transport services, public services, 
sporting and recreation facilities, quarrying and mining, medical services, and institutions such as 
hospitals, schools, aged care facilities, and religious facilities. 

Table 31 provides a breakdown of the Corporation‟s non-residential customers by local government area. 
 
 
  



 

 Demand Forecasting 
 Price and Service Plan 2012-13 to 2014-15 
 Page 64 of 110 

Table 31: Non-residential customer numbers as at June 2011  

Area 

Non-Residential Customer Numbers 
(as at 22/6/2011) 

Industrial Commercial Other1 Total 

Water Customers 

Burnie 151 417 605 1,173 

Central Coast 89 276 655 1,020 

Circular Head 62 134 218 414 

Devonport 257 574 931 1,762 

Kentish 7 50 138 195 

King Island 0 0 98 98 

Latrobe 56 111 726 893 

Waratah / Wynyard 6 4 17 27 

West Coast 62 207 639 908 

Total 690 1,773 4,027 6,490 
     

Wastewater Customers 

Burnie 148 413 584 1,145 

Central Coast 85 274 551 910 

Circular Head 51 131 141 323 

Devonport 237 571 717 1,525 

Kentish 9 51 126 186 

King Island 0 0 93 93 

Latrobe 44 106 548 698 

Waratah / Wynyard 0 0 4 4 

West Coast 48 199 535 782 

Total 622 1,745 3,299 5,666 

Note:   
Numbers are billed customers. 
1 Vacant land is included in “other non-residential customers” 
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5.3.3 Trade Waste  

The Corporation uses a best practice approach based on the National Wastewater Source Management 
Guideline (July 2008) produced by Water Services Association of Australia to categorise trade waste customers.  
These categories reflect the risk associated with providing a trade waste service to different types of customers:  

Category 1 Low Volume and Low Impact Liquid Trade Waste 

Liquid trade waste considered to be different in strength and/or volume to domestic liquid waste 

with lower strength and/or volume characteristics than that of Category 2. 

Category 2 Low to Medium Volume and Low Impact Liquid Trade Waste 

Liquid trade waste with characteristics considered to be greater in strength and/or volume than 

domestic liquid waste that is considered to have a low impact. 

Category 3 Low to Medium Volume and Medium Impact Liquid Trade Waste 

Liquid trade waste with characteristics considered to be greater in strength and/or volume than 

domestic liquid waste that is considered to have a medium impact. 

Category 4 High Impact Liquid Trade Waste 

Liquid trade waste of any volume or strength considered to have a high impact. 

The Corporation is currently providing services to 17 Category 4 customers.  They are mainly large food 

processing industries and are located in Devonport, Ulverstone, Burnie, Wynyard, Smithton and Strahan.  

Services are also provided to five Category 3 customers who include major fast food outlets, and a total of eight 

Category 1 and Category 2 customers.    

 

5.4 Customer growth assumptions 

Cradle Mountain Water predicts that there will be no significant growth in customers during the life of this Plan.  

 

5.4.1 Residential Customers 

Population growth in North West Tasmania is expected to follow the state average of about 0.8% pa. Most of this 
growth will be centred on the eastern boundary including Port Sorell, Latrobe, Kentish and Devonport. The 
Corporation is expecting no real growth along Tasmania‟s west coast and King Island (Table 32). 
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Table 32: Forecast residential growth 

Area 
Customer Numbers 

(as at 22/6/2011) 
Growth Growth % 

Water Customers 

Burnie 6,868 27 0.4 

Central Coast 6,857 15 0.2 

Circular Head 1,752 4 0.2 

Devonport 9,743 89 0.9 

Kentish 802 15 1.9 

King Island 509 0 0 

Latrobe 3,182 125 3.9 

Waratah / Wynyard 4,186 18 0.4 

West Coast 2,653 0 0 

Total 36,552 293 0.8 
    

Wastewater Customers 

Burnie 6,812 27 0.4 

Central Coast 6,406 13 0.2 

Circular Head 1,523 3 0.2 

Devonport 9,188 83 0.9 

Kentish 746 14 1.9 

King Island 474 0 0 

Latrobe 2,502 98 3.9 

Waratah / Wynyard 4,368 17 0.4 

West Coast 2,641 0 0 

Total 34,660 255 0.7 

Note:   
Numbers are billed customers. 
 

5.4.2 Non-residential Customers 

With only modest growth in population (well below the national average) of 0.8% as noted above, the 
Corporation is not forecasting real growth in the non-residential sector, hence no real increase in demand on 
services. However, the Corporation‟s billed customer base is expected to increase as non-residential water users 
and trade waste customers are identified (Sections 6.6 and 6.8). 

5.5 Water supply planning framework 

The Corporation is yet to implement a demand planning process or a water supply framework to inform asset 
management and capital expenditure plans. At present, capital planning is largely based on compliance drivers 
that are ensuring treatment plants meet legislative and regulatory obligations.  The forecast modest growth in 
population of 0.8% (Section 6.4) coupled with no real growth in customers has delayed the need for the 
Corporation to fully develop longer term supply and demand strategies.  

However, the Corporation is planning to implement a demand analysis process (Figure 12) to address the 
challenge of defining and delivering a level of service that balances the needs of the customers with the asset's 
long-term ability to deliver. The demand analysis process is discussed in more detail in the Corporation‟s AMP.  



 

 Demand Forecasting 
 Price and Service Plan 2012-13 to 2014-15 
 Page 67 of 110 

In the interim, the Corporation has incorporated the following key factors into its analyses on future demand: 

• Land release forecasts – infill and greenfield, 

• Household density and occupancy rates, 

• Seasonal factors, 

• Government policy objectives for demand management, 

• Regulated and voluntary demand reduction measures, including tariffs, 

• The level and duration of restrictions, 

• The Corporation‟s undertaking to encourage water conservation, demand management of water and the 
reuse of water on an economic and commercial basis. 

 

Figure 12:  The key steps for a demand management process. 

 
 

5.6 Water volume forecasts  

The Corporation is not expecting significant change to the number and mix of its large-customer sector. Water 
consumption by this group is approximately 4.2GL per year. Whilst there will be seasonal variations due to the 
frequency of rainfall events and summer temperatures, water consumption is expected to remain within this 
range. While one existing customer has announced an expansion to its manufacturing process, the Corporation 
is aware of other large customers that are investigating water saving practices. 

 

5.7 Sewage volume forecasts  

Sewage volume forecasts are used to determine the need for upgrading wastewater infrastructure based on 
projected suburban developments, redevelopments of older suburbs and changes to commercial and industrial 
demand.  
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As previously described Cradle Mountain Water operates 17 wastewater treatment plants.  With only seven of 
these being 10 years old or less and of these only three being less than five years old.  Currently, sewage 
volume is measured as actual influent flow to the treatment plant.  However, while the majority of wastewater 
treatment plants have inflow meters, not all do.  Therefore actual data from each wastewater treatment plant 
cannot be transferable to other areas for the purposes of sewerage volume forecasting.  This is due to 
differences including bio-geography, climate, socio-demographics, political circumstances (asset state at 
transfer) age and influent characterisation. However, the methodologies, models or principles used to forecast 
sewerage volume is transferable.  
 
There are a number of common factors are taken into consideration when determining sewerage volume 
forecasting, these include: 

• Base flow, (the level below the daily minimum flow, provides a measure of the sewerage system, 
response to the inflow and infiltration. There are three components to base flow:  

- Sewage discharge; ground water infiltration; and storm induced base flow), 
• Average daily volumes, 

• Daily peak flow, 

• Peak wet weather flows, and; 

• Daily peak flows.   

 
Whilst the Corporation does not anticipate any significant growth in demand for sewerage volume from 
residential developments or urban redevelopments, it is anticipated that in older sewerage systems there is some 
capacity that be achieved without augmentation by removing infiltration and inflow from the sewerage systems.  
 
With the introduction of two-part water pricing to six of the nine local government areas (LGA), it is anticipated 
that the declining trends experienced in the LGA‟s when two-part water pricing was introduced will be replicated.  
This occurs as there is a direct correlation between the water entering a property to the volume of effluent 
leaving a property.  It is safe to say that there is a declining trend in wastewater flows from both household and 
commercial premises. According to industry studies, this rate of decline has accelerated over the past decade 
due to adoption of water efficient appliances such as dual flush toilets. On the other hand, many of the sewage 
system are ageing so that inflow and infiltration (I&I) could be expected to increase over time, as the number of 
leaks increases and reticulation networks fail. 
 
Therefore the Corporation does not anticipate any statistically significant revenue growth per equivalent 
tenement from the residential sector (i.e. <1%).  On the information at hand and the potential redevelopments / 
developments of commercial / industrial zoned land in Devonport, Burnie, Wynyard and Smithton, it is anticipated 
that there is potential for growth in sewerage revenues in trade waste volumes up to 3% over the period of the 
PSP.  However as the capital expenditure program for the period of the determination is committed primarily to 
compliance remediation, the Corporation will have difficulty augmenting systems for the purposes of 
accommodating these developments.  The Corporation therefore will not invest in sewer capacity ahead of 
demand. 
 
This approach to forecasting wastewater revenue is reasonable as long as the tariff structure for wastewater 
remains the same (i.e. based on ET fixed charges) throughout the Plan period.  
 

5.8 Trade waste forecasts 

The Corporation has identified 900 Category 1 and 500 Category 2 businesses from the Australian Business 
Register which are potential new customers (Table 33).  Charging of these customers will be progressive over 
the last two years of this Plan period and into the first year of the subsequent pricing period.  These two 
Categories include restaurants, take-aways, hairdressers, cafes  commercial laundries, hotels, car 
washes/service stations, mechanical workshops, and auto body works that are currently discharging trade waste 
and sewage to the Corporation‟s reticulation. 
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Table 33: Trade waste forecasts 

 

Year 

2012-13 2013-14 2014-15 

Number of Customers 

Category 1 10 50 600 

Category 2 12 50 500 

Category 3 10 10 10 

Category 4 22 27 27 

Total Numbers 54 137 1,137 

    
Trade Waste Volume (kL/yr) 

Category 1 3,000 15,000 180,000 

Category 2 10,200 42,500 425,000 

Category 3 85,260 85,260 85,260 

Category 4 7,693,356 9,441,846 9,441,846 

Total Volume 7,791,816 9,584,606 10,132,106 

 
 

5.9 Lot growth forecasts 

The north-west region of Tasmania is expected to grow at a consistent rate of 0.8% per year. With this modest 
growth rate our existing water systems have the capacity to meet expected future demand; however additional 
loading to the sewerage system is limited by treatment capability.  

Lot numbers are forecast to increase by around 300 equivalent tenements per year. Clearly growth is greatest in 
the eastern region from Port Sorell, Latrobe and Devonport which accounts for over 72% of the total growth for 
the region. 

5.10 Demand management initiatives 

Full two part water pricing is being introduced to the whole area of operations of the Corporation in line with the 
objectives of the National Water Initiative.  The split between fixed and volumetric charges provides an 
opportunity to establish demand management through the application of a volumetric price that incentivises 
conservation.  In the Corporation‟s case, it intends to charge a volumetric price that is more than double the short 
run marginal cost of water production.   

Significant tariff restructuring is required in order to fully implement two part water pricing.  It is anticipated that in 
six of the Corporation‟s nine transitional tariff reform zones, volumetric demand will decline as a result of this 
restructuring. This transition to full incentivised volumetric pricing will not be achieved for the whole of the 
regulated area in the “postage stamp” fashion until 2017-18. 

In addition to pricing based incentives, the Corporation plans to implement a demand analysis process, as 
discussed in Section 5.5, to help it clearly understand the demand for services, now and into the future.  This 
process will become embedded into the Corporation‟s strategic planning processes. 

Part of the demand analysis process will be the development and implementation of integrated resource planning 
(IRP) and least cost planning (LCP) programs in order to accurately predict the expected level of demand for the 
Corporation‟s services. It has been shown that LCP can determine the most cost effective means of providing 
water services or alternatively the cheapest forms of water conservation. LCP contrasts to a traditional approach 
of evaluation which looks only at means of increasing supply.   

Detailed investigation of water usage known as end-use analysis, will be required for LCP. End-use analysis 
allows both rigorous demand forecasting and the development and evaluation of conservation strategies. 
Strategies that should include education campaigns, increasing water use efficiency and promoting wastewater 
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reuse or rainwater tanks where appropriate.  It is through this strategy that the Corporation can concentrate on 
the provision of service through existing networks without the need to invest heavily in capacity expansion within 
existing serviced land boundaries. 

Research indicates that the optimal mix of conservation strategies and conventional capacity expansion is 
identified based on the levelised unit cost. IRP uses LCP in the iterative process, evaluating and assessing 
options, investing in selected options, measuring the results, and then re-evaluating options. The key to this 
process is the design of cost effective demand management programs. IRP however includes a range of 
parameters beyond least economic cost into the planning process and program designs, including uncertainty, 
benefit partitioning and implementation considerations.3   

It is the intent of the Corporation therefore to fully explore and implement this process as part of its demand 
management strategy.  While the analysis phase (demand forecasting) will be costly as it requires significant 
application of human resources and the collection and storage of significant Geospatial Information System (GIS) 
data.  It is considered that this approach will provide the greatest return to the Corporation in the longer term as 
more investment should be able to be made into renewals, compliance and asset optimisation rather than 
expansion of capacity in the existing reticulation networks.   

 
 

                                                
 

3 White and Fane, 2007, Designing Effective Water Demand Management Programs in Australia, Water Science and Technology, vol. 46, 
no. 6-7, pp. 225-232, IWA Publishing 
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6 Pricing and Customer Impact Analysis  

6.1 Summary  

Pricing for the period of this Plan reflects the real cost of service delivery and the debt levels that existed when 
Cradle Mountain Water commenced on 1 July 2009. The figures indicate the income required to meet 
environmental and public health compliance and other operational costs necessary for drinking water provision 
and sewerage disposal. 

The pricing has also been structured to commence the transition to a consistent set of tariffs across the region; 
hence the impact of the price structure will vary across pricing zones.  

The proposed pricing structure was used to guide the development of charges in relation to new customer 
connections. The new customer connection charges, discussed further in Section 6, were calculated by working 
out the revenues that the Corporation would need from each standard customer (20mm connection equivalent 
and single equivalent tenement), to recover „their part‟ of operating expenses, accounting depreciation and debt 
servicing costs, in accordance with the Interim Price Order.  

Cradle Mountain Water then established „target tariffs‟ (TT) for all of its services in relation to water fixed charges, 
water volume charges and sewerage. These targets are guided by the new customer charges. New customer 
charges grow at CPI over the life of the plan, with the target tariff aligning with the new customer charges in the 
third year of the Plan period. 

Figure 13 depicts the relationship between the calculated target tariff and the new customer connection tariffs. 
The target tariff grows by 6% p.a. (including CPI at 2.5%, leaving 3.5% real growth), whereas the new customer 
connection tariffs grow at CPI only (2.5%). These charges will align in the 2014-15 financial year.  

 

Figure 13:  Relationship between calculated target tariffs and new customer connection tariffs. 

 

Note: 
All dollars are expressed in nominal terms. 
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6.2 Regulatory pricing framework  

A number of legislative instruments dictate the approach to regulatory pricing, including: 

 Water and Sewerage Industry Act 2008 (the Industry Act)  

 Water and Sewerage Industry (Pricing and Related Matters) Regulations 2010 (“the Pricing 
Regulations”) 

 Tasmanian Water and Sewerage Industry, 2011-12 Pricing Investigation, Price and Service Plan 
Guideline (“The Guideline”) 

The following is an extract from Section 68 of the Industry Act, which provides the pricing principles to be used to 
guide the calculation and communication of pricing of a regulated service; and Section 68A which sets out the 
requirements of the Plan in relation to service charges: 

s.68. Pricing Principles 

(1) For the purposes of this Division, the following pricing principles apply in relation to the price for the 
provision of a regulated service: 

a. a regulated entity is to be provided with a reasonable opportunity to recover the efficient costs 
which the regulated entity incurs in –  

i. providing a regulated service; and  

ii. complying with a regulatory obligation or requirement or making a regulatory payment 
under this Act, except where this Act otherwise provides; 

b. the price is to provide for efficient pricing through – 

i. two-part pricing for water services based on the recovery of fixed costs and variable 
costs by way of separate charges through voluntary metering, mandatory metering or 
in such other manner as determined by the Regulator; and  

ii. variation between locations, regions or schemes to reflect the costs of servicing 
particular customers or classes of customers; 

c. the price is to provide effective incentives to promote economic efficiency, reduce costs or 
otherwise improve productivity with respect to a regulated service; 

d. the price is to allow for a return to the regulated entity commensurate with the regulatory and 
commercial risks involved in providing the regulated service to which that price relates; 

e. 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. 

(2) The regulations may prescribe additional pricing principles in relation to the provision of a regulated 
service. 

s.68A. Service Charges 

(1) A price and service plan submitted by a regulated entity for approval under section 65 must include –  

a. a policy that sets out the circumstances in which the regulated entity will impose a service 
charge in relation to serviced land; and 

b. the amount of, or method of determining the amount of, the service charge, in relation to water 
infrastructure or sewerage infrastructure or water services or sewerage services. 

(2) A regulated entity may determine that a service charge applies in relation to water services or sewerage 
services to land referred to in subsection (1) if –  

a. a water service or sewerage service is provided through a connection to a pipe or sewer that is 
not owned by the regulated entity; or 

b. a water service or sewerage service is available through a regulated entity‟s water 
infrastructure or sewerage infrastructure but is not connected to a water system or sewerage 
system; or 
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c. a water service or sewerage service is provided other than through a connection point. 

(3) The owner of any land to which – 

a. a service charge applies under a price and service plan approved by the Regulator under 
section 65; and 

b. a service rate or service charge applies under section 95 of the Local Government Act 1993, 
immediately before the commencement of this Division – 

is liable for the payment of the service charge. 

(4) Subject to subsection (7), a regulated entity may not charge a service charge under this section, unless 
notice is – 

a. served on the owner of the land; and 

b. published in a newspaper circulating generally in the area in which the land is situated. 

(5) A regulated entity must cause a copy of the notice under subsection (4) to be available for inspection at 
its offices and on its website. 

(6) A notice under subsection (4) must – 

a. define the locality to which it applies; and 

b. specify the services available; and 

c. generally identify the land to which the services are available; and 

d. fix a date on and from which the service charge will be payable, being a date not less than 3 
months from the date of the notice. 

(7) A regulated entity may, without written notice, charge a service charge in respect of land that was the 
subject of a service rate or service charge under section 95 of the Local Government Act 1993, 
immediately before the commencement of this Division, in the same amount and on the same terms and 
conditions that applied immediately before the commencement of this Division or as otherwise adjusted 
by an interim price order made under section 88. 

(8) A service charge specified in subsection (7) applies until a price and service plan is approved by the 
Regulator under section 65. 

 
In addition, the Pricing Regulations specify the obligations of both the regulated entity (the Corporation) and the 
Regulator in making a price determination, as well as set additional provisions for pricing principles. Specifically, 
these provisions ensure continuity of contracts which are in place prior to any price determination, disallows the 
ability of the regulated entity to receive a rate of return (or depreciation) on contributed assets,  ensures that 
revenue is cost reflective, determines who (occupier or tenant) is to be charged for services, and rules for 
calculation of variable charges.  

Finally, the Price and Service Plan Guideline „specifies the requirements that the Regulated Entities are to 
comply with when submitting a proposed Price and Service Plan to the Economic Regulator for the water and 
sewerage regulatory pricing period..‟, as well as the key steps in the price determination process.  

The following is an extract from the current Price and Service Plan Guideline and provides more detail on the 
price determination process: 

“The Price Determination process involves two key steps: 

 approving the annual revenue allowances based on appropriate services, service standards, regulatory 
compliance improvement, efficient costs and appropriate returns; and 

 approving an appropriate bundle of tariffs that commences the transition towards meeting the 
requirements of the pricing principles within the Industry Act and the Pricing Regulations, but does not 
exceed permitted revenue allowances. “ 
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6.3 Rationale behind structure of regulated services and tariffs 

6.3.1 Regulated services 

The Industry Act defines a "regulated activity" as meaning an activity for which a person is required to hold a 
licence or interim licence granted under this Act and includes the provision of a regulated service. A "regulated 
service" is defined as meaning the provision of a water service or a sewerage service by a regulated entity. 

The Water and Sewerage Corporations Act 2008 defines "water and sewerage functions" as meaning: 

(a) in the case of water, any function associated with –  

(i) the collection or storage of that water, including by way of bulk supply; and 

(ii) the treatment of that water; and 

(iii) the conveyance and reticulation of that water; and 

(iv) the supply of that water; and 

 

(b) in the case of sewerage, any function associated with –  

(i) the collection or storage of sewage; and 

(ii) the conveyance and reticulation of sewage; and 

(iii) the treatment of sewage; and 

 

(c) any other functions associated with the functions referred to in paragraph (a) or (b), which may 
include those associated with stormwater and the re-use of sewage; and 

(d) any other functions as may be prescribed by the regulations. 

 
Regulated services are those for which the Corporation holds a licence to provide, are within serviced areas and 

there is no commercial competition. The Corporation‟s regulated services include the provision of: 

 Treated water for use in domestic, commercial and industrial situations, with the exception of contract 
arrangements, 

 Reticulated sewerage collection, treatment and disposal, 

 Trade waste collection and treatment, 

 Services ancillary to water and sewerage services including, service connection, development and 
building assessment services. 

 

Multi-Tenement Properties 

Multi – Tenement properties are those properties where there is more than a single discreet occupancy or use 
being undertaken on a single title or lot.  A lot or title may be any one of the following types; Torrens, freehold, 
leasehold or strata. 

 

6.3.2 Unregulated services 

The Corporation undertakes a number of activities that generate income for the Corporation using the regulated 
equipment of the Corporation.  Therefore the risks associated with undertaking these activities are shared by the 
customers of the Corporation as equally profits received through the undertaking of these activities contribute to 
the profit of the Corporation. 
 

http://www.thelaw.tas.gov.au/tocview/content.w3p;cond=;doc_id=12%2B%2B2008%2BGS4%40Nd732008174610%40Hpa%40EN%2B20101022160000;histon=;prompt=;rec=5;term=#GS4@Nd732008174610@Hpa@EN
http://www.thelaw.tas.gov.au/tocview/content.w3p;cond=;doc_id=12%2B%2B2008%2BGS4%40Nd732008174610%40Hpb%40EN%2B20101022160000;histon=;prompt=;rec=5;term=#GS4@Nd732008174610@Hpb@EN
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The primary logic for determining activities as being unregulated is based on whether or not the activity is 
undertaken in a monopolist environment. The following activities have been determined as being unregulated as 
there are competitors in the same market providing a similar or equivalent service.  
 

 Supply of irrigation water to farmers, and other „wayside users‟ from untreated water transfer mains.  

 Acceptance of bulk septage at designated wastewater facilities from third party septic tank pump out 
service providers.  This service is provided under contract. 

 Supply of compliant drinking water to third party suppliers of tankered water to households and others 
who live outside of the serviced areas.  This service is provided under contract.  

 Bulk Water (untreated) supply via standpipes or water filling points. 

 “Trade” services i.e. plumbers, electricians and plant hire to third parties on a “do and charge” cost 
recovery basis. 

 Where supply is regulated by contract. 

 

Irrigation Services  

Cradle Mountain Water supplies irrigation water from eight different water supply systems. Irrigation consumption 
is dependent on variation in seasonal rainfall from year to year; therefore consumption cannot be reliably 
predicted.  Approximately 70% of irrigation consumption is in the Latrobe Port Sorell area with the bulk of these 
irrigators likely to be serviced through the newly constructed, privately owned Sassafras Wesley Vale Irrigation 
Scheme (SWIS).  A reduction of irrigation sales can be expected over the next two years as SWIS gains further 
utilisation.   
 
Irrigation customer meters are installed at the off-take from the Corporation‟s mains, hence customers own the 
pipe work from the main; and accordingly bare all the maintenance costs. The Corporation‟s costs only relate to 
those associated with the production of water. 
 
During the period of the Plan there will be no capital expenditure on any of the Corporation‟s irrigation systems. 
The Corporation does not expect to receive any associated government contributions or grants for this service. 
 

Acceptance of Bulk Septage or Tankered Trade Waste from Third Parties 

The transport of tankered waste is regulated under the Environmental Management and Pollution Control (Waste 
Management) Regulations 2010 and Environmental Management and Pollution Control (Controlled Waste 
Tracking) Regulations 2010 which require recording of waste types and volumes by the waste receival station 
and quarterly reporting to the EPA. 
 
The Corporation is not a monopoly operator with respect to tankered waste as there are a number of competitors 
in this sector, including but not limited to other regulated entities operating in Tasmania.  Market forces therefore 
set the acceptable price for this unregulated activity.  The Corporation‟s price is framed around the trade waste 
charges expressed in this Plan.  Liquid trade waste and domestic septic waste is currently tankered from 
businesses and homes by cartage contractors to wastewater treatment plants (WWTP) state-wide.  Most 
WWTPs are not designed to accept this waste, which is often unidentified and uncharacterised when it arrives at 
the plant. This presents a high risk management situation for the Corporation.  
 
The acceptance of tankered waste requires careful management and planning to ensure that wastewater 
received from all sources can be safely transported and treated to a standard that prevents environmental and 
operational harm.  It is for this reason and fact that there are alternatives in the market that the Corporation 
reserves the right to refuse any tankered waste. 
 
There are currently four operators of tankered waste vacuum and cartage trucks in the regulated area of the 
Corporation. On average these trucks undertake around 240 to 360 loads per year. Revenue from this service is 
calculated on septic waste as this is the most prevalent type.  
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Approved tankered waste contractors transporting industrial tankered waste under a tankered waste consent will 
be charged a standard fee per kilolitre for all wastes of less than 20,000 mg/L biochemical oxygen demand and 
20,000 mg/L total suspended solids. Tankered liquid wastes exceeding these parameters will be charged 
according to the trade waste pricing methodology as detailed in the Cradle Mountain Water Liquid Trade Waste 
Pricing and Management Policy, available on the Corporation‟s website.  

Water Filling Stations / Bulk Water Dispatching 

Bulk water carting is an important part of the drinking water cycle in Northwest Tasmania.  Many homes in the 
Cradle Mountain Water regulated area do not receive a reticulated treated water supply and live in rural or 
remote communities.  There are 6 registered water cartage contractors in the Northwest servicing up to 8500 
homes not connected with drinking water where their own water collection and harvesting systems have been 
insufficient.   

Bulk water dispatching is also important for Councils when they are undertaking road building.  While it may be 
considered inappropriate to utilise potable water for road wetting and construction activities it is a fact that in 
most cases potable water is used for this activity. Bulk water may be drawn from a fire service using a portable 
standpipe.  

The Corporation has a number of filling stations located in various areas convenient for the commercial water 
carter and other users of these services.  The infrastructure will require significant improvement and 
rationalisation during the next few years.   Most water filling points have either a 50mm or 65mm connection to 
an overhead standpipe.  The flow is controlled by either a key controlled gate valve or an electronic key system.  
The charging therefore, in addition to the fixed and volumetric charge, needs to account for the administration of 
the keys and registration of the water carter, the inspection of the truck mounted backflow prevention device.  It 
is not practical to proportion directly the fixed charge of the water supply pipe work to the user on a permanent 
basis as the customer only accesses the filling station on an occasional basis.   In recognition of this a 
proportional allocation has been made based on the fixed 65mm charge being accessed once per day.  This is 
then added to the actual volumetric charge taken at the current volumetric rate. 

The Corporation therefore proposes that the charges set out in the following table will apply.  These charges will 
increase in line with the reference 65mm fixed charge tariff / 365 and the volumetric Target Tariff.  The annual 
administration charge will be levied by the Corporation to cover the cost of annual inspection and registration of 
tankers, this charge will increase at 2.5% per annum in line with CPI. 

Bulk water (untreated) dispatching is, however, considered an unregulated sector of the business as the 
Corporation is not a monopoly supplier of bulk water for drinking or construction purposes.  On the Northwest 
Coast there are other commercial suppliers of bulk water.  Cartage contractors are free to make commercial 
arrangements with these suppliers should they not consider the Corporation‟s price acceptable.  Bulk water 
carters are also free to access the bulk water supplies of neighbouring regulated entities where they are 
supplying compliant water to households in areas that fall between reticulated supplies of each entity.    Bulk 
water for construction purposes is not required to be of a compliant standard and therefore the bulk water 
contractor is free to access this water from rivers, dams and other water storages not under the control of the 
Corporation. 

Non Potable Supplies  

The Corporation has a number of customers permanently receiving water that is of a non-potable or non-
compliant standard (in accordance with the Tasmanian Drinking Water Quality Guidelines).  Generally these 
customers have been offered connection to a supply that is carrying raw water for treatment.  These customers 
are sometime referred to as “wayside” users.  Due to the risks and limitations of such services, these customers 
will be offered “Restricted Supply Agreements” as it is not likely that they will be offered full service in the future.  
The “Restricted Supply Agreement” is an explicit contract which sets out the terms of supply and price.  Water is 
not intended for human consumption for properties that receive untreated water under “Restricted Supply 
Agreement” arrangements.  While each contract is negotiated, the Corporation proposes that non – potable 
supplies will be charged at 1 x EU fixed and 0.6 VU x volumetric use. This rate will increase as agreed within the 
terms of the “Restricted Supply Agreement”. 
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6.3.3 Pricing zones 

It is the intent of the Corporation to have a single pricing zone for all areas currently serviced by regulated water 
and or sewerage services or „Postage Stamp Pricing‟.  The Australian Competition and Consumer Commission 
(ACCC) defines postage stamp pricing as a system whereby the same types of customers are charged the same 
price for the same service, irrespective of their geographic location. 
 
The rationale for a postage stamp pricing regime is one of equity.  It is the view of the Corporation that individual 
customers should pay the same price regardless of where they live if they are receiving the same service, i.e., a 
20mm water service connection and volumetric use should be the same price no matter where the customer is 
located. The same methodology applies to sewerage charges.   
 
Postage stamp pricing or a single pricing zone approach charges uniform rates for uniform services throughout 
the serviced area of the Corporation.  In its purist form, postage stamp pricing is simply another method of cross 
subsidisation, where those living in higher density population areas like Devonport and Burnie subsidise the cost 
of providing the same service to less densely populated areas like the West Coast, Wynyard and Stanley.   
 
Essentially this methodology changes the nature of the cross subsidisation prior to the reform from interpersonal 
(AAV, wealth based) to inter-regional.   If it is accepted that the continuation of any cross subsidisation is 
inequitable, then the Corporation must explore the reasoning for the persistence of the inequity in the pricing 
approach proposed by it. 
 
As previously described in Section 4 - Service Obligations of this paper, environmental, health or water 
regulators are not concerned with the cost of the provision of a service, only that it should meet a certain 
standard in a certain time frame.  This is fundamental to the reasoning behind water and sewerage reform.   
 
Therefore, it is in this vein that the need for a single pricing zone is borne.  If the true cost of providing sewerage 
services to the community of Cowrie Point was borne exclusively by the residents of that seaside hamlet, then 
the corresponding charge for regulated sewerage would be in the order of $2,200 per equivalent tenement (ET) 
per annum (estimate excluding return on assets), as this is the operation and depreciation costs of this waste 
water treatment facility.  Similarly, the people of Queenstown, who are now receiving compliant drinking water for 
the first time ever, could not, through nodal pricing, be able to afford the true economic cost of the treatment 
facility and its ongoing operational cost.   
 
Therefore the argument is simply put.  In order to provide the required services to the required standard, these 
services must be cross subsidised on an inter-regional basis, otherwise current, low density population areas 
could never afford the expectations of the regulators and of the communities themselves.   
 
All new customers entering as users of water and sewerage services will be charged at the postage stamp price 
for water and sewerage. 
 
Pricing zones will exist, and will be supply-system-based for the calculation of developer charges and trade 
waste charges which reflect the cost of providing the service or drawing down additional capacity.  
 
However, for all existing customers, the challenge presented by the complexity of the former municipal area 
pricing arrangement and the provision of inherent water allowances in six of the nine former municipal areas 
prevents the establishment of postage stamp pricing.  Therefore multiple tariff transition pricing zones must be 
established in order to unwind inherent water allowances and cross subsidisation between customer classes. 
 
These tariff transition pricing zones are designed to achieve to aims: 

 Provide a target tariff relative to the municipal pricing starting point in order to reach postage stamp 
pricing. 

 Unwind inherent water allowances. 

 Transition all tariffs. 

 Set the tariff for existing customers changing pricing zones.  
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The proposed tariff transition pricing zones are described thus: 
 
Pricing Zone A: 

All of that area and customers formally under the pricing control of Burnie City Council. 
 

Pricing Zone B: 
All of that area and customers formally under the pricing control of Central Coast Council. 

 
Pricing Zone C: 

All of that area and customers formally under the pricing control of Circular Head Council. 
 
Pricing Zone D: 

All of that area and customers formally under the pricing control of Devonport City Council. 
 
Pricing Zone E: 

All of that area and customers formally under the pricing control of Kentish Council. 
 
Pricing Zone F: 

All of that area and customers formally under the pricing control of King Island Council. 
 
Pricing Zone G: 

All of that area and customers formally under the pricing control of Latrobe Council. 
 
Pricing Zone H: 

All of that area and customers formally under the pricing control of Waratah Wynyard Council. 
 
Pricing Zone I: 

All of that area and customers formally under the pricing control of West Coast Council. 
 

6.3.4 Regulated tariff structure 

In developing the design of the regulated services tariff structure, Cradle Mountain Water gave consideration to 

the following principles: 

• Ensure revenue adequacy - the revenue needs of Cradle Mountain Water must be addressed where 
possible. 

• User pays. 

• Equity through postage stamp pricing for basic services except where a locational signal was deemed to 
be required, such as for trade waste and developer charges. 

• Commence transition to full cost recovery. 

• Provide customers with the opportunity for more price control through variable charges higher than long 
run marginal cost. 

• Provide pricing signals for investment through nodal pricing of developer charges and trade waste 
charges. 

• Be cost reflective - reflect the costs of providing services. 

• Promote sustainable investment - where the services are to be maintained into the future, Cradle 
Mountain Water must be given the opportunity to receive an appropriate return on investment. 

• Ensure regulatory efficiency - the pricing and tariff design should be administratively efficient, easily 
understandable to customers, but must be robust enough to ensure the Regulator is satisfied. 

• Take into account matters relevant to the public interest (eg issues of contention such as pricing equity, 
cross subsidies, free water allowances, vacant land charges) and internal (meter readers, customer 
service, operators) and external stakeholders. 

• Meet legislative and regulatory requirements.  
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A multitude of tariff structures existed across the north-west region when the Corporation commenced operations 
on 1 July 2009. The methods of pricing for water and sewerage services included flat-rate tariffs; volumetric or 
„two-part‟ pricing, charges based on connection size, charges based on use of property, and charging based on 
the property assessed annual value (AAV). 
 
The Corporation has designed a pricing structure for its regulated services that gradually moves customers 
towards a common tariff structure providing „economic equity‟. The underlying principle used in the development 
of this structure is that users of a utility service should pay a price that reflects the costs of providing that service 
including an appropriate return on assets.  
 
The tariff structure proposed for regulated services is consistent with that proposed by Southern Water and Ben 
Lomond Water.  The approach to tariff structure for each regulated service is summarised in the following 
sections. 
 

Water Services 

The Water and Sewerage Industry Act 2009 through setting „pricing principles‟, requires that water service 
charges are charged on a two-part basis, a fixed and a variable component. These are referred to as: 

 Fixed - equivalent unit (EU) 

 Variable - volumetric unit (VU) 
 
Water Fixed (Service) Charges: 

The fixed component of a water service tariff will be based on the connection size to the property. The same tariff 
schedule is to apply to all customer classes, including residential, commercial and industrial.  
 
A standard residential customer will be deemed to have a 20mm water connection. All other customers will have 
a multiplier applied to the standard minimum charge which will set their target water tariff annually (Table 7). 
 
The size of a water connection determines the potential draw down on capacity on upstream infrastructure such 
as pipes, pumps and reservoirs.  In charging more for larger connections it takes into account the capacity that is 
required to be reserved for the larger connections. 
 
Water Variable (Usage) Charges: 

The variable component of the water bill will be charged on volume consumed per kilolitre (kL) basis, as 
determined by metered usage; therefore if a customer uses more water, they are expected to pay more, and 
vice-versa. The water usage charge will ultimately be set at a rate higher than calculated long run marginal cost, 
in order to allow customers to have control over this component of their account and take into consideration 
environmental externalities. The Corporation has reduced the value of the fixed component of the bill in order to 
account for this increase in variable tariff.  
 
The Corporation commissioned the University of Tasmania School of Economics and Finance to calculate the 
long run marginal cost (LRMC) over the three years of the Plan. A comparison of LRMC versus proposed 
volumetric charge is provided Table 34. 
 
 
Table 34 – Long run marginal cost compared to proposed variable charge 

 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

Calculated LRMC (per kL) 0.43 0.44 0.45 

Proposed Variable Charge 
(per kL) 

0.923 0.946 0.969 
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Multi-Tenement Properties - Water 

For multi-tenement properties such as flats, units, town houses and shops etc, which are connected to the water 
supply service, not exceeding 30mm an annual Water Service Fixed Charge equivalent to 1 EU and 1 VU x 
volumetric use, charge applies to each separate occupancy on that property. This is irrespective of the size of 
the service, whether the property is separately metered or whether the property is occupied or vacant. Multi-
tenement properties sharing a fire service will have the charge equally apportioned between each occupancy 
and charged to the body corporate or the primary address of the multi-tenement property.   
 

Sewerage Services  

Sewerage services for connected land will have a set fixed charge only (inclusive of any volume component), 
based on the number of „equivalent tenements‟ (ET), as calculated using the Water Services Association of 
Australia (WSAA) Sewerage Code of Australia estimation tools. The code allows that a single residential property 
is classed as one ET; representing the base charge.  Non-residential customer installations are assessed to 
determine the number of ETs that they represent using the code.  Industry type, building size, and occupancy 
levels are all taken into consideration to determine the appropriate number of ETs which sets the target tariff for 
the non-residential customer being assessed. 
 
Table 35 provides examples of the ETs for a selection of non-residential customer types. The ET rate is 
multiplied by the tariff for one ET (Table 8) to determine the tariff for each unit of the non-residential customer 
type. So, applying this to a motel with 10 rooms means that this customer will pay $2,674.04 in 2012-13; 
calculated as follows: 
 

0.45 (ET rate for a motel)  x  $594.23 (tariff for one ET, Table 8)  x  10 (number of rooms) 
 
This charge relates to only domestic strength waste.  Any other waste streams are charged for through trade 
waste charges. 
 
 
Table 35 – ETs for a selected example of non-residential customer types 

Non-residential Customer Type ET Rate1 Unit 

Motel / Hotel 0.45 room 

Restaurant 0.01 square meter 

Automatic recycled water car wash 3 lane 

Hospital 1.4 bed 

Primary school 0.05 person 

Public amenities 0.5 WC/shower 

Commercial office 0.01 square meter 

Note: 
1 ET rate is multiplied by the tariff for one ET (Table 8) to determine the tariff for each unit. 
 

 

Multi-Tenement Properties - Wastewater 

For multi-tenement properties such as flats, units, town houses and shops etc, which are connected to the 
wastewater service, a wastewater service charge equivalent to the assessed ET rate per annum of each discrete 
tenement applies to each separate occupancy on that property, whether the property is occupied or vacant.  This 
charge is separate to any trade waste charge that may be applied to the property. 
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Unconnected Serviced Land 

Cradle Mountain Water will levy a service charge where a property owner has the ability to access water and or 
sewerage services, even if there is no physical connection to the infrastructure. This is in accordance with the 
Corporation‟s Service Charge Policy. The service charge represents the potential customers along a route of 
network, to make the cost of the average price of service provision more affordable. It also reflects the value by 
which the property or land is improved by having access to a reticulated water and/or sewerage service.  
 
New Customer Connections 

The new customer tariffs were calculated on the basis of minimum cost recovery, and increase at CPI annually 
for the life of the Plan.  
 
A customer is defined as a „new customer‟ where a new customer relationship is established, and includes the 
following: 
 

 A property that has not previously been connected to Cradle Mountain Water infrastructure 

 A property connected to Cradle Mountain Water infrastructure that has not previously been charged a 
tariff 

 A property where the predominant use of the property has changed 
 
The following applies for new customers with unconnected serviced land: 
 

 Water – the fixed component of the water services charge 

 Sewerage – 60% of the fixed charge per ET, to allow for inherent volumetric component of charge 
 

Change of Ownership 

Where a change of ownership occurs during the price determination period, the Corporation proposes that the 
price that will apply is the charge currently imposed on that property, unless the customer can be classified as a 
new customer connection, in which case the new customer connection charges will apply.  
 

6.4 Pricing transition objectives and side constraints 

6.4.1 Pricing transition summary 

The price control mechanism proposed by the Corporation is a global revenue cap, with side constraints for 

classes of customers to ensure that price shocks are managed effectively.  

Equitable pricing, the unwinding of cross subsidisation and the removal of “wealth taxing” (AAV method) is 

fundamental to the water and sewerage reforms undertaken by the State Government.   

Cradle Mountain Water has designed water pricing that gradually moves customers towards „economic equity‟ – 

the principle that users of a utility service should pay, as near as possible, the costs they individually impose on 

the system (the „benefit principle‟). In contrast, the principle of „social equity‟ underpinning earlier water policy 

implied that users should be charged according to their ability to pay (the „ability-to-pay principle‟). 

The recommended option is for a maximum of 10% or $50 per service increase apply annually for all customers 

paying less than the target tariff (T-) for either water or sewerage. This increase will be applied on the previous 

year‟s charges.   

During this time, all customers currently paying above the target tariff (T+) will be held at their current charges in 

nominal terms (a CPI decrease annually), until they align with the target tariff. If the customer is still paying above 

the target tariff in 2014-15, a 5% discount will apply to the charge.  
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This method will see all existing residential customers on the same minimum water fixed charge in 2014-15. All 

new customers will be put on the new customer connection tariffs. 

6.4.2 Side constraints application 

Price Increases – process for calculation 

Step 1: Determine the target tariff (TT) for each service for the customer for the year.  

For water, this is done by simply checking the size of the connection to the property, and comparing this to the 

target tariff table for water charges for the year. If the customer has a free water allowance, the following formula 

applies: 

Customer Target Tariff (TT) = Fixed Target Tariff + (VT*MA) 

Where:   VT = Volumetric Target Tariff for the financial year 

MA = Maximum Allowance – the customers free water allowance up to a maximum of 

average consumption (200kL)  

For sewerage, this is done by multiplying the number of equivalent tenements for the property by the target tariff 

per equivalent tenement. 

Step 2: Determine if a price increase should apply on the customer‟s current tariff (CT). 

This is to be determined on a service by service basis, and the process for applying the side constraints on price 

increase is as follows: 

If current tariff (CT) is greater than customer target tariff (TT), CT is frozen; otherwise a price increase will apply. 

Step 3: Apply the side constraints to the customer‟s current tariff. 

This is to be determined on a service by service basis, and the process for applying the side constraints on price 

increase is as follows: 

The greater of 10% or $50 (per connection) increase applies up to a maximum of the TT.  

 

6.4.3 Phasing out of free water allowances 

Cradle Mountain Water has focused on maximising fixed revenue during the first price and service plan, with the 
aim of the majority of customers being on the minimum fixed charge for water services by the end of the Plan 
period. In order to do this, the side constraints have been applied first to the fixed component of water services, 
until the minimum charge in the pricing transition zone is on par with the target tariff. Any difference is then 
applied to increase the volumetric rate, by dividing the remaining allowable increase for water by average 
consumption (200kL).  
 
Six of the nine councils previously had a free water allowance as part of the charging regime for water services.  
The free water allowance was built into the fixed charge and was augmented by an excess charge when or if 
consumption exceeded the allowance level.  The annual volumes ranged from 50kL to 400kL.  In the case of 
West Coast Council which is currently unmetered, there was effectively an unlimited allowance with a nominal 
charge for consumption.  
 
Most allowances will be removed as part of the tariff changes on 1 July 2012. In order to ensure that no customer 
will see greater than 10% or $50 per service, any free water allowance has been removed to ensure that the side 
constraint for water will still apply, with a discounted rate applied to the volumetric water charge. 
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The pricing principles contained in the Water and Sewerage Industry Act 2009 establishes the concept of two-
part pricing for water. The Water and Sewerage Industry Pricing Regulations require the Corporation to phase 
out free water allowances during the Plan period.  The proposed approach detailed in this Plan will see this 
process completed within three years and within the $50 annual side constraint for a customer using average 
water consumption of 200kL. 
 
The annual consumption of 200kL has been used in completing this modelling because it is the average metered 
consumption across the Corporation‟s region.  
 
All councils except Burnie will have their allowances phased out from the first year of the Plan.  Burnie customers 
will have their allowance adjusted to 200kL (average residential consumption) from the first year with no 
consideration, and removed altogether in the final year of the Plan in accordance with the allowable price 
increase of $50 for an average 200kL a year water service customer.   
 
A worked example of how the variable (volumetric) rate is established using the combination of the target tariff, 
$50 side constraint and 200kL average consumption is provided below. This calculation applies to customers 
currently with annual free water allowances greater than 200kL.  
 
Note:  The actual variable rates will be calculated based on the estimated minimum fixed charge for 2011-12 for 
each pricing zone, ensuring that no residential customer using 200kL or less will see greater than a $50 increase 
on their water service in any given year.  
 

Calculation Parameters: 

 

Customer “X” 2011-12 water fixed charge (includes 400 kL free water allowance) $430.36 

Customer “X” target tariff: 

 Target tariff for 2012-13 for fixed water charge (from Table 36) $383.37 

 Volumetric charge (200kL x 0.923) $184.60 
 

      Total water target tariff 2012-13 $567.97 

 
Because the customer is under the target tariff for water, a calculation must apply to increase the overall 
water charge: 
 

Calculation: 

Allowable revenue 2012-13 = 2011-12 water bill ($430.36) plus $50 $480.36 

Remaining revenue = allowable revenue ($480.36) minus target tariff ($383.37) $96.99 

Variable rate per kL = remaining revenue ($96.99) divided by average consumption (200kL) $0.485 
  

Thus, the customer will now have a two-part price, with no free water allowance, but only be subject to a 
maximum $50 increase on their water service if they use 200kL or less. If the customer uses above 200kL, 
there will be an additional increase on their water volumetric usage charge. 

 
The outcome of this approach establishes a water usage charge for each municipal area for each year of the 
Plan.  It ensures that the average residential water consumer (that is, a customer who uses 200kL per year) will 
not see an increase of more than $50 in their water bill.  If the customer uses less than 200kL they will see a 
smaller increase, whilst if they use over 200kL, the increase in their account will be greater than $50. 
 
Minimum variable charges per municipal area, applying the above approach, are provided in the Attachments at 
Section 8. 
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6.5 Water tariffs  

The schedule of charges for target tariffs for regulated services will increase for the period of the determination 
by 6% annually (3.5% real), however new customer charges will only increase by CPI annually. The side 
constraints that are proposed within this plan have been applied to minimum customers within transitional price 
zones, and a schedule of expected minimum tariffs is shown within the Attachments to this document.  

The proposed target tariffs and new customer charges for each year of the plan are detailed in Tables 36 to 38. 
 
Table 36 – Target tariffs for water services 

Tariff Type Ratio 
Multiplier 

2012-13 
$ 

2013-14 
$ 

2014-15 
$ 

Water Fixed - Size of Connection to Property 

20mm 1.00 383.37 406.37 430.76 

25mm 1.56 598.06 633.94 671.99 

30mm 2.25 862.58 914.33 969.21 

32mm 2.56 981.43 1,040.31 1,102.75 

40mm 4.00 1,533.48 1,625.48 1,723.04 

50mm 6.25 2,396.06 2,539.81 2,692.25 

65mm 10.56 4,048.39 4,291.27 4,548.83 

80mm 16.00 6,133.92 6,501.92 6,892.16 

100mm 25.00 9,584.25 10,159.25 10,769.00 

150mm 56.25 21,564.56 22,858.31 24,230.25 

Water Variable 

$/kL NA 0.923 0.946 0.969 

Note: 
NA – not applicable 
All dollars are expressed in nominal terms. 

Table 37 – Target water tariffs for unconnected serviced land  

Tariff Type 2012-13 
$ 

2013-14 
$ 

2014-15 
$ 

Water Service Charge 383.37 406.37 430.76 

Note: 
All dollars are expressed in nominal terms. 
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Table 38 – New water customer connection tariffs 

Tariff Type Ratio 
Multiplier 

2012-13 
$ 

2013-14 
$ 

2014-15 
$ 

Water Fixed - Size of Connection to Property 

20mm 1.00 410.00 420.25 430.76 

25mm 1.56 639.60 655.59 671.99 

30mm 2.25 922.50 945.56 969.21 

32mm 2.56 1,049.60 1,075.84 1,102.75 

40mm 4.00 1,640.00 1,681.00 1,723.04 

50mm 6.25 2,562.50 2,626.56 2,692.25 

65mm 10.56 4,329.60 4,437.84 4,548.83 

80mm 16.00 6,560.00 6,724.00 6,892.16 

100mm 25.00 10,250.00 10,506.25 10,769.00 

150mm 56.25 23,062.50 23,639.06 24,230.25 

Water Variable 

$/kL NA 0.923 0.946 0.969 

Water Unconnected Serviced Land 

Service Charge NA 410.00 420.25 430.76 

Note: 
NA – not applicable 
All dollars are expressed in nominal terms. 

Fire Services 

The Water and Sewerage Industry Act 2008 56ZH(1) prohibits the corporation charging for the legitimate use of 
water for fire fighting purposes.  The Corporation is further required to provide and maintain fire services to public 
streets for the use by Fire Fighting Services (56ZH(2)& (3)).  However there are a number of fixed fire 
installations (fire hydrants, hose reels and Sprinkler systems) that are privately owned and maintained as part of 
a property protection system. As such, it is appropriate that a charge be levied for the size of the fire service.  It is 
intended that the relationship between pipe diameter and flow be used to scale the charges.  However, given this 
service is only called into use infrequently, there will be a reduced charge to the equivalent potable charge. A 
variation to the fixed water charge calculation is proposed for fire service charging.  That is, the fixed water 
charge equivalent to 0.25 EU of a standard published charge for that size connection (Table 39). 
 
It is intended that these rates should increase at 6% per annum in line with target tariff for all other services. 
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Table 39 – Fire service tariffs 

Fire Connection Size 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

20mm 100.00 106.00 112.36 

25mm 155.75 165.10 175.00 

32mm 224.44 237.91 252.18 

40mm 399.00 422.94 424.00 

50mm 623.44 660.38 700.00 

65mm 1,053.61 1,116.83 1,183.84 

80mm 1,596.00 1,691.76 1,793.27 

100mm 2,493.75 2,643.38 2,801.98 

150mm 5,610.94 5,947.60 6,304.45 

Note: 
All dollars are expressed in nominal terms. 

 

Unmetered Services 

The Corporation proposes to establish a transitional tariff for unmetered services that will be applied exclusively 
to non-residential public spaces.  These spaces have traditionally enjoyed unmetered and unaccounted water 
usage and sewerage services as their owners provided these services as part of a community service.  These 
spaces are typically improved and unimproved parklands, boat ramps, sporting fields, botanical gardens and 
municipal pools.  While it is the intent of the Corporation to meter each of these facilities the identification of them 
has proven to be challenging as they are often not contained on individual titles and may have complex leasing 
arrangements with the Crown or others.  It is therefore proposed that, in order to incentivise the owners of these 
properties to request metering, a set of interim unmetered charges will be established.  These charges would 
apply only where there is no water meter in place, and would cease to be applied once a meter is fitted and not 
beyond this regulatory period. 

The transitional tariff for these unmetered services will be calculated as: 

 Public park or reserve (unimproved) 1 EU + 1 ET charge fixed charges + 200kL annual usage at potable 
water volumetric rate. (Where it is shown that services are provided). 

 Public park or reserve (improved), (BBQ fixtures, public toilets etc) 1 EU + 1 ET charge + 1ML annual 
usage at potable water volumetric rate. 

 Public park with intensive water usage water and sewerage fixed charges + annual water usage as 
below: (derived from work undertaken by Geelong City Council) 

- Golf Course Large (18 holes with or without club house) 71 ML 

- Golf Course Small (9 holes with or without club house) 63 ML 

- Football Ground Large (inner urban)   55 ML 

- Football Ground Small (country)    42 ML 

- Aquatic Centre (more than 1 pool)    33 ML 

- Botanic Gardens      28 ML 

- Reserve Sporting/ Recreation    24 ML 

- Baseball Stadium / Sports Centre    16 ML 

- Municipal Pool      12 ML 
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6.6 Sewerage tariffs  

Tables 40 to 42 provide the target tariffs in relation to sewerage services. 
 
Note: A single residential dwelling is assessed as one ET.  
 
Table 40 – Target tariffs for sewerage services 

Per Equivalent Tenement (ET) 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

1 ET 594.23 629.88 667.67 

Note: 
All dollars are expressed in nominal terms. 

 

Table 41 – Target sewerage tariffs for unconnected serviced land  

Tariff Type 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

Sewerage Service Charge (60% of full fixed 

charge) 
356.54 377.93 400.60 

Note: 
All dollars are expressed in nominal terms. 

 

Table 42 – New customer connection tariffs 

Tariff Type 
Ratio 

Multiplier 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

Sewerage Fixed – Per Equivalent Tenement (ET) 

1 ET NA 635.50 651.39 667.67 

Sewer Unconnected Serviced Land 

Service Charge NA 381.10 390.83 400.60 

Note: 
NA – not applicable 
All dollars are expressed in nominal terms. 

 

Motor Home Dump Point (Sanitary Dump Station) 

A motor home dump point (MDP) or sanitary dump station is a properly designed facility intended to receive the 
discharge of wastewater from any holding tank or similar device installed in any recreational vehicle (RV), and 
having a means of discharging the contents, in an acceptable manner, to an approved wastewater disposal 
system. 

There are 19 such facilities in the serviced area of the Corporation. Less than half of these are privately owned 
(i.e. operated by caravan parks etc).  The rest are owned and operated by Municipal Councils.  As the frequency 
of the use of these facilities is not equivalent to a residential property it is appropriate that they are charged at a 
ratio of less than 1 ET.   

The Corporation proposes to charge these facilities at:  

 1 EU for water fixed; and 

 1 VU x volumetric use; and  

 0.65 ET for sewerage services per station 
 
This rate will increase at 6% per annum in line with the target tariff (Table 43). 
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Table 43 – Motor home dump point tariffs  

 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

EU (water) 383.37 406.37 430.76 

VU (water volumetric 
unit, per kL) 

0.923 0.946 0.969 

ET (sewerage) 332.77 409.42 433.85 

Note: 
All dollars are expressed in nominal terms. 

 

Single User Pump Station (Private) (i.e. not integral to the operation of the entire wastewater system) 

Single user pump stations are utilised where the gravity sewer is above the discharge point of the serviced 
property, and where maceration and pumping of the effluent under pressure is required in order for the sewerage 
to enter the reticulation main.   

Typically these systems consist of: 

 A pump station chamber constructed from heavy-duty reinforced polymer suitable for underground 
application, as this needs no attention for the life of the system, 

 One heavy duty sewage pump installed with an integral clamp and accessed by a galvanised lifting 
chain, 

 Power supply single phase 240 volts, and; 

 Liquid level detection and control consisting of high and low level switching and high level alarm. 

These pump stations are owned, operated and maintained at the expense of the property owner and need 
regular servicing to ensure that they continue to operate efficiently and correctly.  While these single user pump 
stations are required to allow some customers to access the wastewater services, the Corporation accepts no 
responsibility for care operation and maintenance of these systems.  Subsequently, it is proposed by the 
Corporation that these installations do not receive and equivalent 1 ET service.  The Corporation proposes that 
the charge for these services is 0.80 ET.  This rate will increase at 6% per annum in line with the target tariff 
(Table 44). 

 
Table 44 – Single user pump station (private) tariffs 

 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

ET 475.38 503.90 534.14 

Note: 
All dollars are expressed in nominal terms. 

 

Pressure Collection Sewerage Systems and STED Schemes 

The Corporation operates a number of waste water systems that are designed so that they rely on the 
infrastructure of the owner (i.e., that the owner maintains a septic tank and or powers a single user pump).  In 
order for these systems to operate correctly it is imperative that the property owner maintain their septic tank.  In 
these systems a single user pump (previously described) may or may not be deployed.  It is the Corporation‟s 
position that where a single user pump station is deployed in these systems it remains the property and 
maintenance responsibility of the Corporation.  In all cases however the power (electrical) supply required for the 
single user pump is taken from the property owner.   
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Monthly power consumption of a residential single user pump station is substantially less than that of other major 
appliances. The power consumption will vary based on the system operating parameters. The monthly cost can 
be approximated using the following equation and operating data in Table 45. 

* Watts x litres per day (LPD) x days per month / ** Litres per month (LPM) x 60 min x 1000 = kWh per month 

Table 45 – Relationship between discharge pressure and watts/flow 

Discharge Pressure 
(kPa) 

* Watts ** Flow (LPM) 

0 690 57 

170 770 47 

410 1,100 35.2 

550 1,400 29 

 

As an example of the calculation for a typical single-family home using 520 LPD, pumping at 170 kPa is: 

770 W x 520 LPD x 30 days / 47 LPM x 60 min x 1000 = 4.2596 kWh per month 

The result (4.2596 kWh) is then multiplied by the current cost of electricity and you will have an approximate 
monthly cost of running the unit. 

As an example, when multiplied by the 2011 Domestic Light and Power T31 Aurora tariff of $0.25132 per kWh = 
$1.07 per month to operate an average single user pump station.  The Corporation considers this average power 
consumption figure not to be significant as it when compared to the 1 ET charge and the fact that the single user 
pump has a higher maintenance burden for the Corporation. 

Cradle Mountain Water acknowledges that the „kilowatt hours times the current cost of electricity‟ can vary 
depending on electricity pricing and the required discharge pressure.  Therefore the Corporation accepts that, 
where annual electricity charge can be shown (using the above calculation) to exceed 1% of the 1 ET charge, a 
corresponding compensation rate equivalent to the annual electricity charge will be applied to the 1 ET charge.   

Where owners are required to provide and manage the septic tank solids i.e. have the septic tank pumped 
approximately once every 5 years (as recommended by AS1547:2000 or its successors), this service will be 
provided at the expense of the Corporation on a repayment basis of every five years. 

Therefore, the provision of what may be considered limited sewerage service, because of the requirement for 
ownership operation and maintenance of components of a system is, when subject to the conditions previously 
expressed, considered by the Corporation to be equivalent to a 1 ET service.  The Corporation proposes that for 
these types of sewerage services at Arthur River, Boat Harbour, Lake Llewellyn, Sisters Beach, Cowrie Point, 
Granville Harbour and any new sewerage schemes installed prior to the end of this determination, that a charge 
equivalent to 1 ET be levied. This rate will increase at 6% per annum in line with the target tariff.  

Table 46 – Tariffs for pressure collection sewerage systems and STED schemes  

 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

ET 594.23 629.88 667.67 

Note: 
All dollars are expressed in nominal terms. 
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6.7 Customer transition impacts  

6.7.1 Zonal Pricing Impacts 

Figures 14 to 22 show the movement on combined water and sewerage minimum tariffs for a standard 
residential 20mm connection using 200kL of water, within each transitional tariff reform zone, identified in section 
6.3.3.  

 

Figure 14:  Customer transition path example – Zone A 

 

Note: 
All dollars are expressed in nominal terms. 

 

 

Figure 15:  Customer transition path example – Zone B 

 

Note: 
All dollars are expressed in nominal terms. 
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Figure 16:  Customer transition path example – Zone C 

 

Note: 
All dollars are expressed in nominal terms. 

 

 

Figure 17:  Customer transition path example – Zone D 

 

Note: 
All dollars are expressed in nominal terms. 
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Figure 18:  Customer transition path example – Zone E 

 

Note: 
All dollars are expressed in nominal terms. 
The target tariffs are the same as the Sheffield minimum charges. 

 

 

Figure 19:  Customer transition path example – Zone F 

 

Note: 
All dollars are expressed in nominal terms. 
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Figure 20:  Customer transition path example – Zone G 

 

Note: 
All dollars are expressed in nominal terms. 

 

 

Figure 21:  Customer transition path example – Zone H 

 

Note: 
All dollars are expressed in nominal terms. 

 
  

2012/2013 2013/2014 2014/2015

Target Tariff 1,162.10 1,225.37 1,292.27 

Customer on Minimum -
Latrobe

1,044.04 1,146.04 1,254.95 

Customer on Minimum -
Port Sorell

950.34 1,049.34 1,149.96 

725.00 

825.00 

925.00 

1,025.00 

1,125.00 

1,225.00 

1,325.00 
To

ta
l B

ill
 A

m
o

u
n

t

2012/2013 2013/2014 2014/2015

Target Tariff 1,162.10 1,225.37 1,292.27 

Customer on Minimum -
Wynyard

973.71 1,073.71 1,174.48 

Customer on Minimum -
Waratah

1,110.18 1,195.83 1,283.61 

725.00 

825.00 

925.00 

1,025.00 

1,125.00 

1,225.00 

1,325.00 

To
ta

l B
ill

 A
m

o
u

n
t



 

 Pricing and Customer Impact Analysis 
 Price and Service Plan 2012-13 to 2014-15 
 Page 94 of 110 

Figure 22:  Customer transition path example – Zone I 

 

Note: 
All dollars are expressed in nominal terms. 

 

6.7.2 Example of pricing impact for customers paying above target tariff 

By applying the pricing approach of establishing a volumetric tariff for each transitional tariff reform zone in each 
year of the Plan, this ensures that only customers paying the minimum charges within the zones will see the full 
side constraint increase, while customers paying above any of the targets will be held on their charges and will 
not see the full increase. Take the following example (Figure 23): 

Customer 1 is paying the minimum charge for water within the pricing zone (all components of water and 
sewerage charges are increasing bill amount) 

Customer 2 is paying above the target tariff for fixed water charges, but below the target for sewerage 
(volumetric charge and sewerage charges are increasing bill amount) 

Customer 3 is paying above the target for fixed water and sewerage services (so only volumetric charge is 
increasing bill amount) 
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Figure 23:  Customer transition path comparisons applying pricing approach 

 

Note: 
All dollars are expressed in nominal terms. 

 

6.7.3 Residential increases 

Table 47 shows the forecast average and maximum increases for customer with both water and sewerage 

services, as well as the forecast average, low-end (2.5%) and high-end (2.5%) residential customer bills for the 

Plan period. 

Table 47 – Forecast residential customer bill impacts  

Forecast Customer Bill 
2012-13 

$ 
2013-14 

$ 
2014-15 

$ 

Average Increase 90.08 94.37 94.1 

Maximum Increase* 100 100 100 

Low-end Bill 746.5 846.29 943.54 

Average Bill 878.1 972.47 1,066.57 

High-end Bill 1,494.59 1,537.58 1,562.06 

Note: 
*  For customers using 200kL (average consumption) or less 
All dollars are expressed in nominal terms. 
 
 

6.7.4 Non-residential increases 

Table 48 shows the results of the pricing approach on non residential customers. Given the variances in non 

residential customer classes (small business to large industrial), the results do not provide overly meaningful 

information.  
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Table 48 – Forecast non-residential customer bill impacts  

Forecast Customer Bill 2012-13 2013-14 2014-15 

Average Increase ($) 110.29 97.96 138.8 

Average Increase (%) 13.87 9.51 7.27 

Maximum Increase ($) 67,876.68 68,680.33 57,321.50 

Low-end Bill ($) 220.2 269.98 320.11 

Average Bill ($) 2,029.37 2,127.33 2,266.13 

High-end Bill ($) 30,172.77 31,044.41 32,496.81 

Note: 
All dollars are expressed in nominal terms. 
 

 

6.8 Liquid trade waste pricing 

The Corporation uses a risk based assessment to categorising trade waste customers (Section 5.3.3) that 
subsequently determines the management approach to pricing.  More management effort is expended for higher 
risk customers and a corresponding higher management fee is applied to recover the cost of this effort.  The 
Corporation‟s trade waste pricing model is based on similar models developed in Victoria.  The model provides 
for the following charges in alignment with the Liquid Trade Waste Pricing and Management Policy (Attachment 
8.7).  :  

 Application fee - To recover the costs associated with processing the liquid trade waste application.   

 Annual agreement management fee - To recover the costs of administering and managing the consent 
or agreement.   

 Usage charge – Comprising a fixed usage charge only for Categories 1 and 2; and a volumetric charge 
plus mass load charges for Categories 3 and 4.  The volumetric charge is a cost per kilolitre charge that 
takes into account sewerage capital costs and sewerage system operational costs.  The mass load 
charges are levied based on the parameters in Table 49.  This table also outlines the reasoning behind 
the selection of charging parameters. 

 Non-compliance charges - Exceedance charges and recovery of other costs (including sampling and 
analysis undertaken by the Corporation) associated with the customer failing to comply with the 
conditions of an agreement or consent, or failing to obtain approval for discharge of liquid trade waste to 
sewer will apply.   

 Other charges may be levied where the Corporation has incurred a cost in relation to the provision of 
the trade waste services for the benefit of the customer, or the premises.  

The charges are detailed in Table 50. These charges apply to the first year of the Plan period, 2012-13.  The 
Corporation proposes to increase these charges by CPI plus 1% in subsequent years of the Plan. 
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Table 49:  Trade waste mass load charging parameters 

Primary Charging Parameter Reasoning 

Biological Oxygen Demand To protect people, protect WWTP processes, recover treatment 

and disposal costs, facilitate WWTP licence compliance, and 

protect sewerage infrastructure. 

Sodium To protect WWTP processes, recover treatment and disposal 

costs, facilitate WWTP licence compliance, and facilitate current or 

future effluent reuse options. 

Total Kjeldahl Nitrogen To recover treatment costs and facilitate WWTP licence 

compliance. 

Total Oxidised Sulphur To protect people and sewerage infrastructure. 

Total Phosphorus To recover treatment costs and facilitate WWTP licence 

compliance. 

Total Suspended Solids To protect people, protect WWTP processes, recover treatment, 

conveyance and bio-solids disposal costs, facilitate WWTP licence 

compliance, and protect sewerage infrastructure. 

Secondary Charging Parameter Reasoning 

Arsenic To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Cadmium To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Chromium To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Copper To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Lead To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Mercury To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Nickel To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Selenium To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 

Zinc To protect people, protect treatment processes, facilitate bio-solids 

reuse and minimise disposal costs. 
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Table 50:  2012-13 schedule of charges for liquid trade waste1, 6 

Charge Category 1 Category 2 Category 3 Category 4 

General Charges2 

Trade waste 
application fee 

$114 $228 $1,571 $2,456 

Annual agreement 
management fee 

$200 $291 $1,057 $1,656 

Sampling and 
analysis 

At cost 

Usage charge Fixed usage 
charge: compliant 

$393 

Fixed usage 
charge: compliant 

$1,337 

Volumetric and mass load charges 
as specified below 

Exceedance (non-
compliance) charges 

Fixed usage 
charge: non-

compliant 
$3,930 or 
$10.59/kL 

Fixed usage 
charge: non-

compliant 
$13,370 or 
$10.59/kL 

See Note 3 

Volumetric Charge4 

Volumetric rate 
charge ($/kL) 

Included in fixed usage charge 
$/kL from 

characterisation 
$1.06 

Mass Load Charge - Primary Charging Parameter Rate($/kg)5 

Biological Oxygen 
Demand 

Included in fixed usage charge 
Included in 
volumetric 

charge 

$0.73 

Total Suspended 
Solids 

$0.91 

Total Kjeldahl 
Nitrogen 

$1.73 

Total Oxidised 
Sulphur 

$1.47 

Total Phosphorous $1.43 

Total Sodium $0.30 

Non-charged 
parameters 

Calculated using exceedance charge formula and risk based charging 

Notes: 
1 The Corporation proposes to increase these charges by CPI plus 1% in subsequent years of the Plan. 
2 Other charges may be levied where the Corporation has incurred a cost in relation to the provision of the trade 

waste services for the benefit of the customer, or the premises. 
3 Exceedance charges are calculated using an exponential formula that takes into account the amount each mass 

load parameter exceeds the trade waste agreement criteria and the charging parameter rate. Details on the 
formula can be obtained by contacting Cradle Mountain Water. These charges are applied in addition to the 
standard usage charge. A minimum and maximum exceedance charges apply. 

4 The volumetric charge is calculated as the recoded trade waste volume discharged for the month (kL) multiplied by 
the volumetric rate charge. 

5 The mass load charge is calculated as the amount of each parameter (kg) in the monthly volume discharged 
multiplied by the parameter mass load charging rate.  

6 In some circumstances the Corporation may include alternative or additional charging parameters as specified in 
the customer‟s trade waste agreement. 
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6.9 Developer charges 

Generally, developer charges for water and sewerage were not charged by Local Government authorities prior to 
the commencement of the Corporation.  The change to a “developer pays” regime has met with resistance in the 
development community. The charges are considered unwarranted and by some Local Government authorities, 
as “anti-development”. 
 
There is a legal imperative for the Corporation to charge developer charges, in order to comply with the Water 
and Sewerage Industry Act.  
 
In August 2009, Cradle Mountain Water sought advice from Marsden Jacob and Associates with respect to 
developer charges. This advice set out the two main models for developer charges used in Australia - the NSW 
Independent Pricing and Regulatory Tribunal (IPART) model and the Victorian Essential Services Commission 
(ESC) model.   
 
At the October 2009, Cradle Mountain Water Board meeting, a paper titled “Developer Contributions – Pricing 
Principles” was submitted to the Board recommending the IPART model be used for the Corporation‟s Developer 
Charges Policy.  The Policy was approved by the Treasurer in October 2009 and has been in operation since the 
end of 2009. 
 
The collection of developer charges and contributed assets lowers the dollar amount of the regulated asset base 
(RAB) and therefore reduces the total required revenue allowed to be claimed by the Corporation, resulting in an 
overall downward effect on water and sewerage pricing to all customers.  In addition, these charges provide price 
signals to the development community regarding the cost of urban development, allowing postage stamp pricing 
to be applied to the rest of the community.  
 
In essence, where the costs of servicing new urban development is in excess of the current and expected costs 
of servicing existing customers, then the additional costs should be recovered from new entrants in the form of 
an up-front contribution.  
 
The Corporation exercises significant flexibility with respect to the payment of developer charges.  Developers 
are not required to make developer charge payments prior to development approval and a number of payment 
options are available.  Much of the current confusion around the quantum of the developer charges arises out of 
the paucity of the information provided by the developer at the development application stage.  This leads to the 
maximum charge being sought by the Corporation.  
 
Developer charges are currently levied in a “contestable” legal space.  That is, they are applied through the Land 
Use Permit (Planning Permit) system of the Planning Authority (generally a council), and can be appealed via 
application to the Resource Management and Planning Appeals Tribunal (RMPAT).  This mechanism for the 
application of developer charges gives Planning Authorities the power to provide subsidies or other incentives, in 
similar fashion to that provided prior to the reform, as part of the planning permit.  This can be done so long as 
such conditions do not contradict the conditions required by the regulated entity.    
 
In a recent Supreme Court of Tasmania decision pertaining directly to the charging of developer charges, 
Mitchell Hodgetts & Associates Pty Ltd v Resource Management & Planning Appeal Tribunal [2010] TASSC 61, 
Justice Evans took particular account of the following evidence at paragraph 16, that: 
 

“All development creates demand for services and it is therefore equitable that any development pay 
a contribution toward the capital cost of infrastructure and facilities required to meet that demand.  In 
very simple terms this development not only adds to the operational and maintenance costs of the 
Ulverstone sewerage and water systems, but it also uses up spare capacity moving both systems 
closer to the time when capacity upgrading will require significant capital funding.” 
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Justice Evans (17th Dec 2010) determined at paragraph 21 that: 
 

“Such an approach allows for a proper strategic treatment of issues associated with water and 
sewerage infrastructure provision at least at a regional level.  As such it is entirely consistent with the 
objectives of the Resource Management and Planning System of Tasmania (see Schedule 1 of the 
Appeal Tribunal Act).  It allows for proper future planning rather than ad hoc responses on a case by 
case basis as and when individual developments are proposed.” 

 
In summary: 

 There is a legal imperative for the Corporation to charge developer charges, 

 The Corporation has a legislative head of power to charge developer charges, 

 The Supreme Court of Tasmania (17 Dec 2010) has determined that developer charges are consistent 
with the objectives of the Resource Management Planning System of Tasmania, the Land Use Planning 
Approvals Act 1993 and the Local Government Act 1993, 

 Developer charges account for the spare capacity that is taken up in a system, therefore reducing the 
operational life of the current system, 

 Developer charges relate to the cost/capacity of a water and or sewerage system, therefore removing 
cross-subsidisation of development by unrelated systems, 

 Local Government authorities have the legal capacity to incentivise developments through the operation 
of the Tasmanian planning system, and; 

 Developer charges do not “double dip” through ongoing fees and charges as regulated pricing does not 
account for developer charges or increased utilisation of a water or sewerage system, 

 

6.9.1 Method of charging 

It is the intent of the Corporation to continue to charge in accordance with the developer charging model issued 
by the NSW Independent Pricing and Regulatory Tribunal (IPART).  This model is based on the concept of 
equivalent tenements (ET), where 1 ET = a domestic house.  Other uses are multiples of this 1 ET.  The 
multiplying factor is provided by the Water Services Association of Australia (WSAA).  For example, a restaurant 
is 0.01 ET per m2 and a carwash is 9 ET per lane.   
 
Essentially the ET multiplier reflects the load the new development will place on water and wastewater systems 
and the consequential drawing down of spare capacity.  The IPART methodology considers issues of 
depreciation and „sunk‟ cost associated with a given system, therefore avoiding „double dipping‟ of charges.  The 
charges are system based, therefore removing cross subsidization and making the charges relevant to the 
systems on which the demand is placed. 
 
The developer charge is a derived charge based on each water supply and waste processing system using the 
IPART Model.  Normal practice would be to review these charges every five years. It is not anticipated that these 
charges will be recalculated during the period of this determination,  except where there is a significant change to 
the current model e.g. a new plant is brought online, or there is a major reconfiguration of the supply and 
processing assets, or a major contributor enters or exits the system(s).  In these cases a review of the IPART 
calculations will be undertaken for the affected system(s) and new charges will be published on the Corporation‟s 
website and advertised in local daily newspapers. 
 

6.9.2 Development Assessment Charges  

The Water and Sewerage Industry Act 2008, Division 2A - Powers and obligations of regulated entities 
Subdivision 3 - Planning referrals places an obligation on the Corporation with respect to the assessment of 
applications for development approval made to Planning Authorities.  As this is a statutory function, the 
Corporation is unable to charge a „user pays‟ fee for this assessment directly to the client submitting their 
application.  However the cost of undertaking the assessment can be recovered from the developer through the 
imposition of a „Developer Assessment Charge‟ inserted as a condition of any planning approval in accordance 
with Section 56P of this Subdivision. 

http://www.thelaw.tas.gov.au/tocview/content.w3p;cond=;doc_id=13%2B%2B2008%2BHP4%40HD2A%40EN%2B20101025140000;histon=;prompt=;rec=70;term=
http://www.thelaw.tas.gov.au/tocview/content.w3p;cond=;doc_id=13%2B%2B2008%2BHP4%40HD2A%40Hd3%40EN%2B20101025140000;histon=;prompt=;rec=86;term=
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It is important to note that the cost of the obligations to provide the services inferred in this Division of the Water 
and Sewerage Industry Act 2008, cannot be fully recovered from the development community by the imposition 
of the „Developer Assessment Charge‟ using the method outlined here.  Development assessment is 
predominantly a manual system. There is significant work involved in the planning and delivery of this statutory 
service, including the provision of pre-development advice, site visits, the location of services, the maintenance 
of accurate GIS, asset management systems, accounting and invoicing and general administration.   
 
As a result, any required fee increases in the development assessment charges for the period, are linked to 
wage and salary cost - currently growing at around 4% per annum - and motor vehicle fuel costs, increasing at 
25% per annum.   
 
Another key cost driver for developer charges it is the anticipated increase in the current level of contested Land 
Use Planning and Appeals Act S93 planning permits, where Cradle Mountain Water must defend its planning 
conditions from the current rate of 8% to around 12% of all applications.  The average cost of legal 
representation or advice for defence of these matters before the Resource Management Planning Appeals 
Tribunal (RMPAT) is in the order of $800.  Therefore published developer charges will increase each financial 
year of the determination as shown in Table 51. 
 
Table 51: Schedule of developer charges  

Published schedule of 
charges 

Fee 

2012-13 2013-14 2014-15 

Developer charges + 4% + 4% + 4% 

 
 
Cradle Mountain Water intends to charge development assessment charges in accordance with the indicative 
charges as advertised on our website:  www.cmwater.com.au. 
 

6.9.3 Developer Charges Algorithm 

An assessment has been made of each water supply system and wastewater treatment system as they apply to 
each local government area.  This provides a nodal price for developer charges based on the following algorithm.  
The basic algorithm for calculating developer charges (DC) per lot was provided by Marsden Jacob Associates 
and is as follows: 

DC per lot = NPV [KN – (Ri – Ci)] 
                             NPV (lotsi) 

 
Where  KN = new investment to service growth 
 Ri = the future periodic revenues expected from customers in the development area in year (i) 

Ci = the future annual operating, maintenance and administration costs of providing services to 
customers in the development area in year (i) 

 ∑ = summation of all terms over the relevant period 
 NPV = net present value of discounted income and cost streams 
 lotsi = additional lots to which a developer charge can be applied in year (i) 

 
This algorithm provides indicative developer charges by municipal area in dollars per equivalent tenement (ET) 
as shown below.  
 
 
  



 

 Pricing and Customer Impact Analysis 
 Price and Service Plan 2012-13 to 2014-15 
 Page 102 of 110 

Table 52: Indicative developer charges  

Area 
Water Supply 

Charge 
($/ET) 

Sewerage 
Charge 
($/ET) 

Burnie 1506.00 1914.00 

Latrobe 1651.00 2051.00 

Devonport 1613.00 2775.00 

King Island 1481.00 1907.00 

Port Sorell 1584.00 2016.00 

Smithton 2985.00 592.00 

Somerset 2454.00 915.00 

Stanley 2985.00 915.00 

Ulverstone 2669.00 1349.00 

Wynyard 2454.00 1314.00 

Note: 
All dollars are expressed in nominal terms. 
Charges are indicative only. Developers are requested to call 13MYWATER (13 6992) or visit one of the Corporation‟s 
Customer Service Centres for further information. 
 

 

6.9.4 Payment Options 

Cradle Mountain Water has developed a range of payment options for developers, each payment option is 
guaranteed by a form of security to meet the requirements of the Corporation these options include: 
 

 Deferred payments: 

- The payment is made once the development is complete prior to titles being sealed or the 
change of use commencing. 

 Mortgage linked repayments: 

- This method means that the Corporation takes a mortgage over the property once the title has 
been made.  When the property is sold the developer charge is paid in full as part of the 
settlement.  This method attracts a premium as there is a higher administrative cost associated 
with this method.  However the developer is free to sell the properties without having to come 
up with the cash to have the titles sealed. 

 Developer loans to developers: 

- This method provides for the developer to take a loan from the Corporation for the payment of 
developer charges at a rate to be determined by OTTER.  This method is essentially a deferred 
payment plan where the developer is charged interest until such time as the developer charges 
are fully repaid.  In this method security must be taken over an equivalent number of titles (of 
our choosing) or other acceptable security, in order to repay the loan should the developer 
default. 

 Dedication of land payments: 

- This method relies on the transfer of newly created titles to the value of the developer charges 
as payment of the developer charges.  Essentially, these options allow the Corporation to “land 
bank” and liquefy these assets at a time of its choosing. 

 
The Corporation understands that it is essential that developers are informed of these charges and options prior 
to making a development decision.  It is for this reason that Cradle Mountain Water is continuing to invest in 
professional development of its staff so that they are knowledgeable, approachable and accessible to 
developers.  Much of the recent confusion has arisen because developers are still becoming used to the new 
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arrangements for water and sewerage in Tasmania.  In nearly all cases, once an accurate ET load has been 
determined through consultation, developer charges often decrease.   
 
Cradle Mountain Water has conducted developer forums on the issue of developer charges and will continue to 
undertake community information sessions during the period of the determination. 
 
The Corporation understands that some councils perceive developer charges to be anti-development. However 
the application of developer charges helps to ensure that the ongoing tariffs for water and sewerage services in 
north-west Tasmania, are kept as low as possible in order to benefit the whole community.  Council is still able to 
offer incentives to developers that are specific to their municipal area to encourage development, including the 
payment of developer charges for developers.  
 

6.9.5 Developer Charges Policy   

Cradle Mountain Water has developed a Developer Charges Policy in accordance with the Interim Price Order.   
 
Charges vary based on type of development (conventional residential, medium density, commercial and 
industrial).  The charges are necessary to ensure that the cost of upgrading headworks infrastructure is not left to 
the existing residents.  Developer charges vary from area to area due to the direct costs of headworks servicing 
the area. 
 
The Developer Charges Policy is located in Appendix 8.3 and on the Corporation‟s website: 
www.cmwater.com.au. 
 

6.10 Service introduction charges  

As required under Cradle Mountain Water‟s Operating Licence, the Corporation has developed a Service 
Extension and Expansion Policy (Appendix 8.5) that outlines the terms and conditions under which it will allow 
extension or expansion of its infrastructure. 
 
The policy which is available on the Corporation‟s website and as an attachment to this Plan, documents the 
terms and conditions under which the Corporation will allow extension or expansion of its infrastructure and is an 
important high level articulation of the way in which the Corporation deals with the development sector and 
individual property owners who currently do not receive our services but wish to.  It covers the instances where 
infrastructure extension or expansion are required to property(s) outside of the serviced land boundary, where 
property(s) within the serviced land boundary are being subdivided or where there is a significant change in land 
use within serviced land boundary.    
 
These instances have the potential for adding additional load on the design capacity of water and sewerage 
infrastructure and thus are dealt with this Service Extension and Expansion Policy.  This policy was developed in 
consultation with various stakeholders within the business and with the Regulator. 
 
The charges associated with the introduction of services are as per the policy. However they can be broken 
down into four main types. Within each type, there are a number of permutation of service introduction type 
depending on if the property was or was not previously charged in accordance with an LGA policy or if the 
property was or was not in a former water district.   In accordance with the Water and Sewerage Industry Act 
2008, the Corporation is required to define serviced land boundary.  Charges for service introduction therefore 
vary depending on the following criteria: 

 Extension – within serviced land 

 Expansion – within serviced land 

 Expansion – outside serviced land, and,  

 Introduction of new water and/or sewerage services to towns or localities with only onsite services, e.g. 
septic tanks, rain tanks - service introduction 

 

http://www.cmwater.com.au./
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6.10.1 Extension – within serviced land 

If a customer is located within the serviced land boundary and does not have an accessible main that already 
runs past their land parcel and they request and extension for the purposes of being connected to Cradle 
Mountain Water infrastructure: 

 Cradle Mountain Water will bear the cost of the extension for those customers that are currently 
charged a service charge under the 30 metre rule charge4, or those that are currently paying a service 
charge but are unconnected, and the customer shall be liable for applicable property service connection 
charges, 

 Except where the usual pressure of water in the main or other pipe to be drawn from is insufficient 
constantly to make water reach the level required by an occupier who makes a demand under this 
section, Cradle Mountain Water may refuse the supply demanded except for a house existing at the 
creation of the former water district5, 

 For all other customer requests for an extension, the customer shall be liable to pay for the cost of 
extension in accordance with those charges set out in the Miscellaneous Fees and Charges. 

  

6.10.2 Expansion – within serviced land 

If an existing land parcel within Serviced Land is proposed for development and that development would place 
an increased demand on Cradle Mountain Water Water‟s infrastructure, Cradle Mountain Water will: 

 Assess the development based on the individual merits of the development application and the capacity 
of its infrastructure to cater for the development, 

 Require the payment of developer charges for each additional land parcel created or the additional 
demand of the proposed development, 

 Require the developer to pay the costs of expansion where dedicated water and sewerage 
infrastructure is required to service the development, and; 

 In the case of a new subdivision, require the developer to gift water and sewerage infrastructure internal 
to subdivision to Cradle Mountain Water. 

 

6.10.3 Expansion – outside serviced land 

If a development is proposed or a connection is requested outside Serviced Land and the development or 
connection is consistent with the growth zones/nodes identified by the relevant planning authority, Cradle 
Mountain Water will: 

 Assess the development based on the individual merits of the development application and the capacity 
of its infrastructure to cater for the development, 

 Require the payment of developer charges for each equivalent land parcel approved for creation, 

 Require the developer to pay the costs of expansion where dedicated water and sewerage 
infrastructure is required to service the development, and; 

 In the case of a new subdivision, require the developer to gift water and sewerage infrastructure internal 
to subdivision to Cradle Mountain Water. 

 

The circumstances covered in B. and C. are covered by more detail under Cradle Mountain Water‟s Developer 

Charges Policy. 

                                                
 

4 30 metre rule charge means a charge that a council determined pursuant to Section 93 and /or 94 of the Local Government Act 1993 in 
relation to water supply and/or sewerage removal that applies to a land parcel within 30 metres at the nearest boundary from the water 
main or common sewer drain as applicable, even though there is no connection to that land parcel and Cradle Mountain Water has 
continued to charge the customer the 30 metre rule charge up to that day of request for extension. 
5 (Water Works Clauses Act 1952) 
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6.10.4 Introduction of new water and/or sewerage services - service introduction 

The introduction of services must occur in accordance with the Government‟s Service Extension Policy (if 
developed).  If there is no Government policy in place requiring service introduction, the introduction of services 
must satisfy the following conditions: 

 The introduction of water and/or sewerage services is to be commercially viable6 for Cradle Mountain 
Water (which may include by means of external funding support – e.g. a government grant, Council 
owner contribution and customer contributions or a combination of these), 

 The absence of water/sewerage services is causing environmental harm and/or public health issues of 
a high impact or on a wide scale as acknowledged by Environmental Protection Agency or the 
Department of Health and Human Services, 

 The consultation process with community must achieve majority support, 

 Service Introduction charges are to be paid by the connecting property on a quarterly basis over a 10 
year period as a contribution to capital costs (inclusive of interest) of the introduction, and; 

 A connection fee will be required and annual charges will be applied from the time of connection. 
 

6.11 Miscellaneous fees and charges 

In August 2010 the respective Water Corporation Boards approved the development of a common structure and 
design of miscellaneous fees and charges. Table 54 and Figure 24 outline the Board-endorsed structure and 
schedule of miscellaneous fees and charges and their corresponding description. 
 
This common set of miscellaneous fees and charges across each respective region replaces the various 
municipal based fees and charges previously charged in accordance with the Interim Pricing Order (IPO). 
 
The benefits of having a common set of miscellaneous fees and charges across all municipalities include: 

 Allows for charges to be commercially defendable, as all have been calculated on a consistent cost 
recovery basis, 

 Reduces cross-subsidisation, as all areas will be paying a consistent price for the same services, 

 Sends an appropriate price signal to the public with regard to future direction of pricing – i.e., equitable 
cost recovery basis of pricing, 

 Administrative complexity of managing many different charges for the same service is reduced, and; 

 Commences the unwinding of some of the inconsistencies between municipalities for like services. 
 
Miscellaneous fees and charges have been developed on a cost recovery basis. The Corporation has 
independently developed prices, however a joint Working Group has met regularly to ensure a consistent 
methodology has been applied by all three Corporations.  
 
Of the miscellaneous fees and charges levied by the Corporations, the connection and meter installation charges 
are the most regularly applied. Consequently, it is in relation to these services where the current pricing 
arrangements are imposing significant administrative costs.  
 
 
  

                                                
 

6 Commercially viable means the rate of return on the investment for the expansion or extension as determined by the Board of Directors 
of Cradle Mountain Water in each case.  
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6.11.1 Methodology & price outcomes 

The adopted pricing methodology is based on cost-reflective pricing principles.  Only „efficient‟ costs have been 
included in the pricing methodology. Labour rates and plant use rates include allowances for corporate 
overheads and other on-costs. Consequently, no profit margin has been applied in determining the final price.  
 
Determination of the proposed fee for the property information plan (PIP) invoked considerable discussion within 
the Working Group. PIP‟s are not currently charged by any Corporation; they are essentially a geographic 
information system property printout. Requests may be made over the counter, email, letter or phone. Drafting 
and design business are regular users of this service, submitting multiple requests per week. Processing each 
PIP request is expected to take staff five minutes. Billing for such services will also add to the overall time of 
processing a request, estimated to be on average five minutes. The proposed $10 fee is designed to cover these 
costs. However it could be argued that the provision of the PIP assists in the protection of infrastructure assets, 
similar to the dial before you dig service and therefore a „no fee policy‟ may be justified. Alternatively, it has been 
suggested that the fee should be equivalent to the right to information request ($34) as it provides a similar 
service. However at this stage, a $10 fee has been proposed for the PIP.   
 
The costing of non-routine activities, such as water and sewerage connection, created several challenges. In 
arriving at a final water and sewerage connection price a number of assumptions were made. 
 
Miscellaneous fees and charges are predominantly user pays fees that represent the cost of the works.  They 
involve skilled individuals conducting site visits, assessing works, consulting with developers and builders.   As a 
result, any required fee increases in the development assessment charges for the determination period are 
linked to wage and salary cost, currently growing at around 4% per annum and motor vehicle fuel costs, 
increasing at 25% per annum, and plant costs.   
 
Published miscellaneous fees and charges will increase each financial year of the determination as shown in 
Table 53. 
 
 
Table 53: Annual increase on miscellaneous fees and charges schedule 

Published schedule of 
charges 

Fee 

2012/13 2013/14 2014/15 

Miscellaneous Fees and 
Charges 

+ 4% + 4% + 4% 
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Figure 24:  Proposed miscellaneous fees and charges structure 
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Table 54: Schedule of miscellaneous fees and charges 

Fee Type Description 
Price 

(ex GST) 

GST 

(Y/N) 

Connections & Disconnections 

Standard 20mm Water 
Connection* 

This represents new water service connections to residential, 
or a relocation of a water connection. 

$2,356 N 

Standard 100mm Sewerage 
Connection* 

This represents new sewerage service connections to 
residential, or relocation of sewerage connection. 

$2,230 N 

Disconnection* 
This represents the costs of disconnecting the service to the 
main and capping the service connection. 

$300 N 

Water Metering 

Special Reads 

This represents the costs of a one off read of the meter 
outside the normal reading cycle. 

$78 N 

Meter Testing - Onsite 

This represents the costs of undertaking an initial flow test of 
a water meter with a measured quantity of water. 

$78 N 

Meter Testing - Offsite 

This represents the costs of undertaking an accredited, 
calibrated test of a water meter, payable only if the meter is 
found to be working correctly. 

POA N 

Meter Relocation* 

This represents the costs of relocating an existing water 
meter.  

$385 N 

Development 

Refer to published development assessment services fees on the Corporation‟s website:  www.cmwater.com.au 

Sundry Fees  

Service Locator Fee - business 
hours 

This represents the fee for staff to locate and advise external 
parties (utility companies and contractors, etc) where water 
and sewerage infrastructure is located.  Commonly also 
referred to as Dial before you Dig. 

$105 Y 

Right of Information Request 

This represents access to information held by State 
Government departments, ministers, councils or authorities 
within the guidelines of the Right to Information Act 2009 (set 
under legislation at 25 Fee Units - $34 for 2010-11). 

$34 N 

Inspection Costs 

This fee represents where another utility or developer may be 
working around our pipes and we need to be on site to ensure 
that what they're doing won't affect our services. 

$/hr Y 

Pressure and Flow Testing 

This occurs where a developer may need to know the 
pressure/flow that could be provided to a proposed 
development before proceeding. 

POA N 

Section 56ZQ Request 

This represents the costs of assessing, processing and 
issuing a Certificate of the Corporation Rights or Powers over 
Land (set under legislation at 25 Fee Units - $34 for 2010-11). 

$34 N 

Property Information Plan 

This represents the Corporation costs of producing a Property 
Information Plan that details the Corporation services 
surrounding a property. 

$10 Y 

Restriction Charge 

The fee represents the costs incurred in the removal of a 
device used to restrict the supply of water. 

$105 N 

Backflow Prevention 
Management 

Administration of boundary backflow devices. POA N 

Notes: 
Fees are current at 1 July 2011 
All fees are applicable for normal business hours only 
*  For standard connections only. Terms and conditions on works applications will define standard conditions. 
POA  Price on application 
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7 Calculation of Transitional Revenue Paths 
 
Table 55 depicts the expected revenues from regulated activities for the Plan period, applying the side 
constraints and methodology outlined in Section 6. 
 
 
Table 55 – Expected revenues from regulated services 

Revenue Stream 
2012-13 

($) 
2013-14 

($) 
2014-15 

($) 

Water Fixed 19,499,018 20,968,249 22,029,953 

Water Variable 7,920,451 8,792,776 9,991,626 

Sewerage Fixed 22,096,039 24,036,463 25,828,122 

Sewerage – Trade Waste 4,124,460 4,371,927 4,634,243 

State Rebate  1,900,000 1,900,000 Nil 
    

Total Revenues 55,539,968 60,069,415 62,483,944 

Increase (%) 9.08% 8.15% 4.02% 

Note: 
All dollars are expressed in nominal terms. 
 

Table 56 details the anticipated net profit after tax from the above revenues: 

Table 56 - Forecast net profit after tax (NPAT) result 

 2012-13 2013-14 2014-15 

NPAT Result $ 4,291,516 $ 7,196,258 $ 7,585,797 

Note: 
All dollars are expressed in nominal terms. 
 

7.1 Sensitivity analysis 

The financial result above reflects current actual usage, plus assumptions around usage for customers that are 
not currently metered. The Table 57 shows NPAT result if usage patterns were to change (decrease by 5%, 10% 
or 20%). 

Table 57: Result of Reduction in Volumetric Usage on NPAT 

Note: 
All dollars are expressed in nominal terms. 

 

  
Impact on NPAT 

  
2012-13 2013-14 2014-15 

Volumetric Forecast Revenues Current 7,920,451.00 8,792,776.00 9,991,626.00 

Current NPAT 4,291,516.00 7,196,258.00 7,585,797.00 

Reduction in Usage 

5% NPAT Result 4,014,300.00 6,873,636.00 7,245,277.00 

10% NPAT Result 3,737,084.00 6,565,888.00 6,895,571.00 

20% NPAT Result 3,182,653.00 5,950,394.00 6,196,157.00 
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8 Attachments 
 

8.1 OTTER data sheets  

8.2 Customer Contract 

8.3 Developer Charges Policy 

8.4 Customer Connection Policy 

8.5 Service Extension and Expansion Policy 

8.6 Service Charge Policy 

8.7 Liquid Trade Waste Pricing and Management Policy   

8.8 Schedule of Minimum Tariffs 

 

 

 


