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1. Introduction  

TasWater welcomes the opportunity to provide this submission on the Investigation into TasWater’s 
price and services for the period 1 July 2022 to 30 June 2026 – Draft Report February 2022 (Draft 
Report) that was released by the Tasmanian Economic Regulator (TER) on 28 February 2022.  

The Draft Report represents a key milestone in an extensive investigation process that commenced 
with TasWater submitting its draft Price and Service Plan 4 (PSP4) proposal to the TER on 30 June 
2021. Since that time, TasWater has supported the TER and its investigators (CCGUS) in their review 
of its draft proposal, including providing additional information in support of many of its proposals. 

The upcoming PSP4 period1 represents an important chapter in TasWater’s short history as it looks 
to build upon the significant achievements that have been made since 2013. TasWater’s draft 
proposal, which is available on the TER’s website, outlines the key areas of focus for TasWater over 
the next four years and the outcomes it intends to deliver to its customers during this time. 

It is pleasing that the TER has accepted many of TasWater’s proposals for the PSP4 period in its Draft 
Report. Taking this into account, this submission focuses primarily on areas in the Draft Report 
where the TER’s findings differ materially from the proposals included in TasWater’s draft proposal.  

Based on guidance provided by the TER, TasWater has responded to a number of recommendations 
in the Draft Report outside of this submission. These recommendations relate to areas where the 
TER has sought straight-forward clarification or further information on some of TasWater’s 
proposals. For transparency, a list of these recommendations is provided in Appendix 1. 

2. General comment on Draft Report findings  

In developing its draft proposal, TasWater sought to find an appropriate balance between a number 
of important factors, including: delivering meaningful improvements in customer outcomes, service 
standards and compliance levels, maintaining a prudent level of capital and operating expenditure, 
price affordability for its customers and TasWater’s underlying financial sustainability. 

These factors are inter-related to a large degree – for example, TasWater could have proposed 
bringing forward additional compliance-focused projects over the PSP4 period, however this would 
have required higher levels of expenditure and, by extension, higher price increases for customers. 
Similarly, lower levels of expenditure could have been proposed, however this would have reduced 
the level of targeted improvements that TasWater could deliver over the PSP4 period. 

TasWater recognises and supports the important role that the TER plays in ensuring that its 
proposals are prudent, efficient and in the best interests of Tasmanian water and sewerage 
customers. However, TasWater is concerned that the TER is proposing to make large reductions in 
capital and operating expenditure over the PSP4 period, whilst also requiring higher levels of 
performance in some areas and proposing a number of additional activities to occur during this time.   

Whilst the findings in the Draft Report are unlikely to bring TasWater’s short-term financial 
sustainability into question, it is likely to face challenges to successfully deliver the requirements 
outlined in the Draft Report from within the reduced expenditure allowances that are proposed. In 
this submission, TasWater has identified a number of areas where expenditure could be increased 
relative to the TER’s Draft Report to enable it to deliver the projects and outcomes targeted over the 
PSP4 period as well as the additional activities that are proposed by the TER. 

 
1  For clarity, references to ‘the PSP4 period’ and ‘the fourth regulatory period’ across this submission and the TER’s Draft Report have 

the same meaning. 
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3. Summary of TasWater positions  

Submission reference TasWater position on TER draft finding(s) 

5. Capital expenditure TasWater considers that the TER’s conclusion that there is a strong likelihood of some 
planned capex not proceeding as planned over the PSP4 period does not take into account 
the recent acceleration in capital program delivery. TasWater therefore seeks for the TER to 
allow the full level of its proposed capex in its final determination. 

6.1 Capex-driven opex TasWater has provided further information in support of the capex-driven opex considered 
‘at risk’ by CCGUS and welcomes the opportunity to engage further with the TER to ensure 
that opex relating to these projects is allowed in its final determination. 

6.2 Growth factors Consistent with the finding reached by CCGUS and approach used by other regulators, 
TasWater seeks for the TER to apply a growth factor of 0.85 to all controllable opex during 
the PSP4 period. 

6.3 Productivity savings The TER’s proposal to benchmark productivity savings with reference to Victorian water 
utilities does not take into account TasWater’s unique characteristics or differences in the 
Victorian price regulatory framework. TasWater therefore seeks for the TER to apply the 
productivity rate of 1.1 per cent to its total controllable opex outlined in its draft proposal. 

6.4 Strategic initiatives TasWater considers that the level of funding proposed by the TER to deliver strategic 
initiatives is inadequate and seeks for the TER to provide an allowance of $8.0 million per 
annum as outlined in its draft proposal. 

7. Escalation rates If inflation outcomes are substantially higher over the PSP4 period than the escalation rates 
approved in the final determination, TasWater will consider seeking for the TER to re-open 
the final determination. 

8. Regulatory 
depreciation 

TasWater seeks for the TER to apply the higher regulatory depreciation values calculated in 
its Financial Model as the basis for regulatory depreciation for existing assets. These values 
are consistent with TasWater’s PSP4 proposal. 

9.1 Cost of Debt TasWater seeks for the TER to include an annual review of the cost of debt in each year of 
the PSP4 period in its final determination. This would allow for the cost of debt to be reset 
to more closely reflect the borrowing rates available on the component of debt that is 
assumed to be issued or rolled-over throughout each year of the PSP4 period. 

9.2 Market Risk 
Premium 

TasWater seeks for the Market Risk Premium of 6.5 in its draft proposal to be reflected in 
the TER’s final determination on the basis that this approach better mitigates the issues 
identified by the TER in relying primarily on historical averaging of excess returns. 

9.3 Equity beta TasWater seeks for the equity beta of 0.68 in its draft proposal to be reflected in the TER’s 
final determination as this approach incorporates longer-term foreign data than that used 
by the TER. 

11. Customer Service 
standards 

TasWater does not support the TER’s proposal to continue to use the percentage of 
unaccounted for water as the service standard relating to water losses. TasWater’s 
proposal to move to a new measure of real water losses is consistent with current industry 
practice and likely to be more meaningful for its customers in conceptualising TasWater’s 
performance in reducing water losses. 

The TER’s proposal to impose a higher level of performance in relation to water main 
breaks by benchmarking TasWater’s performance to interstate utilities does not take into 
account the age and condition of TasWater’s assets. TasWater therefore seeks for the TER 
to adopt the performance level proposed in its draft proposal. 

12. Additional activities 
over the fourth 
regulatory period 

Whilst TasWater supports the activities proposed by the TER to be undertaken over the 
fourth regulatory period, no provision has currently been made for TasWater to recover 
associated costs. TasWater proposes to engage further with the TER on these activities and 
develop cost estimates following provision of this submission. 
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4. Prices 

TasWater notes that the proposed prices and charges set out in Chapter 1 of the Draft Report reflect 
the TER’s proposed annual uniform price increase of 3.07 per cent during the PSP4 period. This 
increase is below the price increase of 3.5 per cent that TasWater proposed in its draft proposal and 
the higher increase of 6.5 per cent estimated by TasWater as necessary for its costs to be fully cost 
reflective by 2026. 

The uniform price increase proposed by the TER is a direct result of the various recommendations it 
has made on the ‘building blocks’ that make up TasWater’s Notional Allowable Revenue (NAR). As 
such, TasWater has addressed these individual recommendations throughout this submission, rather 
than responding directly to the proposed level of prices and charges in Chapter 1 of the Draft Report. 

Notwithstanding this general approach, TasWater has identified two areas that it wishes to highlight 
in relation to the draft findings in Chapter 1. These are discussed below. 

4.1 Increases in fees for standard water and sewerage connections 

On page 7 of its Draft Report, the TER notes that it “requires TasWater to justify the material 
increases in fees for standard 20mm water and 100mm sewerage connections”. 

As outlined in section 7.6.2.1 of its draft proposal, TasWater is seeking to implement a new approach 
to connections during the PSP4 period that is more cost-reflective and customer-focused and 
enables customers to directly engage authorised providers that have been pre-qualified by TasWater 
to perform connection works. 

The prices proposed in TasWater’s draft proposal reflected quoted prices from TasWater’s panel of 
contractors as at May 2021, based on the terms and conditions outlined in the draft Connections 
Policy. Further detail on these prices has been provided to the TER separately.  

4.2 Identified changes to proposed miscellaneous fees and charges 

In relation to Table 1.20 in the Draft Report, TasWater has identified that: 

• TasWater overlooked to escalate the prices and charges for a number of miscellaneous 
fees and charges in the final year of the PSP4 period (FY2025/26) and this has carried 
through to the Draft Report 

• Under the heading titled ‘Sewerage connections’, provision needs to be made for a 
‘Non-standard sewerage connection’ fee, priced on a Price on Application (POA) basis 

• Under the heading titled ‘Engineering design approval’, provision needs to be made for 
a new category ‘Complex’, priced on a POA basis. As outlined in section 9.9.3 of 
TasWater’s draft proposal, this new category accounts for the design approval on 
complex projects that are materially beyond the existing categories. 

5. Capital expenditure (capex) 

TasWater’s capital program is fundamental to its ability to deliver improved services to its 
customers, meet its regulatory and compliance obligations and achieve service standards. Its draft 
proposal therefore proposed capital expenditure (capex) of $901.8 million2 over the PSP4 period to 
renew poor-performing infrastructure and close key compliance gaps.  

In its Draft Report, the TER proposes not to accept five per cent of TasWater’s proposed capex in 
each year of the PSP4 period. This would result in a total reduction of $45.4 million relative to 
TasWater’s proposed level of capex over the four-year PSP4 period.  

 
2  Unless otherwise stated, any references to annual capital program spend in this submission are exclusive of external funding 

contributions from third parties for certain major projects. 
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5.1 Inconsistency in proposed reductions in capex and ‘capex-driven opex’ 

In proposing the five per cent reduction to TasWater’s capex in each year of the PSP4 period, the 
TER has not provided any guidance on how the proposed reduction should be applied to TasWater’s 
individual capital projects and programs. The TER does not appear to have rejected any particular 
capital projects or programs, which TasWater has interpreted to mean that it would be able to 
reprioritise its capital program within the reduced allowance as it sees fit. 

However, in Chapter 5 of the Draft Report, the TER has excluded some of TasWater’s proposed opex 
arising from capital projects on the basis that these projects were considered ‘at risk’ by CCGUS3. 
This results in an inconsistency with the recommendation to reduce the capital program by five per 
cent each year, whereby the individual projects could proceed within the reduced capex allowance, 
however TasWater could not recover the resulting opex from these projects. 

TasWater notes that the TER is aware of this inconsistency and intends to address it in its final 
determination. Notwithstanding this assurance, TasWater has addressed the two recommendations 
separately for the purposes of this submission (in Sections 5.2 and 6.1). 

5.2 Program deliverability 

The reduction proposed by the TER reflects its concerns around the size and deliverability of 
TasWater’s capital program, with capex forecast to peak at $231.6 million in FY2023/24. In 
particular, on page 32 of the TER’s Draft Report it is stated that “there is a strong likelihood that 
some planned capex will not proceed as planned due to factors that are, are least in part, outside of 
TasWater’s control”. 

As outlined in its Draft Report to the TER, CCGUS performed a detailed assessment of the 
deliverability of TasWater’s capital program that took into account both historical performance and 
recent improvements that TasWater has made to its capital planning and delivery process.  

Whilst this assessment identified potential challenges regarding available capacity in the local 
construction contractor market to deliver the proposed capital program, CCGUS also noted that: 

• “TasWater’s recently improved capital planning and delivery systems and processes 
under the CDO4 agreement processes give some confidence in their ability to deliver a 
significantly larger proposed capital program” (page 9) 

• “The flexible procurement project size and regionalisation of projects, alongside hands-
on and proactive project management techniques used by the CDO, provide support for 
expansion of the local contractor market from both a capability and capacity point of 
view, maximising the chances of efficient delivery of a large capital program” (page 9) 

• “It is clear to the Review Team that TasWater and the CDO are well aware of the 
contractor supply side delivery constraints within Tasmania, and have planned and are 
executing the procurement and delivery phase of the large projects with this in mind, 
and to the greatest extent possible to smooth capex delivery” (page 207). 

On page 9 of its Draft Report, CCGUS concluded that “The success of the new capital delivery 
framework will become more evident part-way through PSP4. The ongoing half yearly capex 
reporting arrangements from TasWater to the Regulator will provide an early indication of the 
success of the CDO implementation”. 

Importantly, CCGUS did not recommend reducing TasWater’s proposed capex over the PSP4 period 
to address the risk it identified to the delivery of the larger capital program.  

 
3  A table of the ‘At risk’ projects is provided on page 288 of the CCGUS Draft Report. 
4  CDO refers to the TasWater Capital Delivery Office which was established to support delivery of the capital program 
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In relation to this potential risk, TasWater notes that the consideration of options that led to the 
CDO model being implemented5 explicitly considered the risk that there would not be sufficient 
availability of contractors to deliver the capital program. The CDO model that was ultimately 
implemented was preferred, in part, due to its ability to mitigate this risk by: 

1. Enabling projects to be broken down or scaled up into manageable packages within any 
identified market constraints and 

2. Enabling TasWater to provide greater surveillance, guidance, mentoring and site 
management of projects to deliver objectives and remediate any issues in project 
delivery. 

In addition to the risk mitigation provided by the CDO model, TasWater notes that many businesses 
that tender to deliver elements of its capital program have business units that are dedicated to 
servicing the water sector. In addition, the long-term visibility of TasWater’s capital program 
provides confidence and security for businesses, whilst the ongoing nature of the program is 
relatively more attractive than competing projects of a shorter duration. 

Providing further confidence that the accelerated capital program can be delivered, TasWater notes 
that a significant volume of planning and investigation activities for major projects has been 
completed in recent years, creating a solid pipeline of executable projects for years to come.  

As outlined in TasWater’s draft proposal, approximately 60 per cent of the four-year portfolio is 
progressed sufficiently to be considered low risk6. To provide further certainty, the first and second 
years of PSP4 have approximately 75 per cent of the portfolio deemed as low risk, allowing time to 
develop and progress other major projects for the latter years of the PSP4 period. Further, three 
years of activities are typically scoped for most programs, enabling timely and efficient inclusion of 
alternate projects in the event of delays in scheduled projects. 

5.3 Recent acceleration in capital program delivery 

Like any model with a high level of complexity, TasWater experienced some initial challenges to fully 
embed the new CDO model into its business-as-usual operations. However, as a result of ongoing 
efforts to ensure the capital program is delivered as efficiently as possible, these challenges have 
been largely addressed and there has been a clear acceleration in the delivery of TasWater’s capital 
program during FY2020/21 and FY2021/22. 

At the time of preparing this submission, TasWater is forecasting to deliver total capex of around 
$242.2 million in FY2021/22, which is 20.8 per cent higher than the budgeted amount of $200.5 
million. This result, which is already above the level of proposed capex in the latter two years of the 
PSP4 period, demonstrates that its proposed capital program is deliverable. 

More broadly, whilst CCGUS did not draw a conclusion on whether implementation of the CDO 
model has improved TasWater’s capex delivery efficiency, it noted that “the indications are that is 
having a positive effect” (page 8). The continued strong performance in capital delivery that has 
occurred during FY2021/22 will not have been taken into account by CCGUS in its review, which 
considered capital program delivery through to 30 June 2021.

 
5  The final CDO Business Case was provided to the TER and CCGUS and a supporting presentation was also provided to the TER and 

CCGUS on 28 October 2021. 
6  Low risk is defined as being a low complexity activity or in the Target Outturn Cost (TOC) or delivery phase 
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Figure 1 – TasWater capital program (actuals and forecast) ($M)7 

 

5.4 Impacts of reduced capex allowance 

The level of capex proposed by TasWater over the PSP4 period is considered necessary to deliver the 
outcomes outlined in its draft proposal, including (but not limited to): 

• Maintaining the 100 per cent drinking water microbiological compliance achieved in 
PSP3 

• Improving the percentage of drinking water customers supplied by best practice8 risk 
mitigation systems to 66.6 per cent  

• Reducing seven of the 20 Level 2 Sewage Treatment Plant (STP) high risk sites to 
medium risk, resulting in reduced non-compliance with TasWater’s environmental 
licence 

• Reducing risk across the dam portfolio so that all dams are below the ANCOLD LoT and 
meet the ALARP target9  

• Reducing unplanned water supply interruptions to 150 per 1,000 properties per year  

• Renewing critical assets with a high probability and consequence of failure and 

• Reducing the water lost per kilometre of water main per day to 7.0 kilolitres. 

As outlined on Page 71 of TasWater’s draft proposal, the proposed capital investment will also 
directly support achievement of a number of the service standards proposed over the PSP4 period. 
As an example, the service reliability standards included in TasWater’s draft proposal require 
investment in asset renewals to reduce the risk of unplanned interruptions and breaks that would 
cause substantial service interruption or environmental impact. 

Whilst there has been insufficient time available to TasWater to fully quantify the impacts of the 
reduction capex proposed by the TER, high-level analysis indicates that a number of proposed 

 
7  To show the full extent of the acceleration delivered by TasWater in recent years, the figures provided in this chart are inclusive of 

external funding contributions 
8  ‘Best practice risk mitigation’ refers to having in place a multi-barrier approach that is continuously maintained and appropriate to the 

level of potential contamination. 
9  ‘ANCOLD LoT’ refers to the Limit of Tolerability as defined by the Australian National Committee on Large Dams. ‘ALARP’ means ‘as 

low as reasonably practicable’ 
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projects and improvements will be delayed. This potentially includes delayed implementation of risk-
reduction works at a water supply dam in greater Hobart and water security resilience projects in 
the greater Launceston area. The proposed reduction could also increase the risk of critical failures 
from poor-performing assets and an inability to meet key stakeholder commitments. 

5.5 Summary 

TasWater considers that the TER’s conclusion that there is a strong likelihood of some planned capex 
not proceeding as planned over the PSP4 period has not been substantiated in its Draft Report. In 
particular, this conclusion does not take into account TasWater’s recent success in accelerating its 
capital program (including exceeding its forecast in FY2021/22). 

The basis for which the TER intends to adopt a uniform reduction of five per cent of TasWater’s 
proposed capex each year is also unclear, noting that the proposed capital program is projected to 
peak in FY2023/24 and then normalise to a level in FY2024/25 and FY2025/26 that is already being 
exceeded in FY2021/22.  

On the basis of the above, TasWater seeks for the TER to allow the full level of proposed capex in its 
final determination. Should a reduction be applied, TasWater considers that the reduction should be 
commensurate with the overall level of targeted capex in each year, rather than being applied on a 
uniform basis. 

6. Operating expenditure (opex)  

In its draft proposal, TasWater proposed total regulated opex of $840.4 million over the PSP4 period. 
This level of expenditure was considered necessary to:  

• maintain the delivery of clean and safe drinking water  

• improve environmental and compliance outcomes (by reducing overflows and meeting 
treatment compliance at STPs) 

• adequately resource the accelerated capital program and  

• deliver improved outcomes to customers and the environment. 

In its Draft Report, the TER proposes to reduce TasWater’s opex by $46.5 million over the PSP4 
period, largely as a result of findings made by CCGUS. This proposed reduction includes a number of 
different elements, which are addressed individually below.  

6.1 Capex-driven opex 

Commissioning of new assets often results in an increase in costs to operate and maintain the new 
equipment, especially where increased levels of compliance or a reduction in risk is the driver of the 
investment. As such, some of TasWater’s proposed opex over the PSP4 period arises from capital 
investment that is either already underway or will occur during this time. This opex is referred to in 
the TER’s Draft Report as ‘capex-driven opex’.  

As noted in Section 5.1 of this submission, CCGUS identified a number of capital projects and 
programs for which it assessed the proposed opex component as being ‘at risk’. Whilst this 
expenditure was assessed as being prudent, CCGUS considered that TasWater had been unable to 
demonstrate the efficiency of the opex, either due to a lack of sufficient information or inconsistency 
in expenditure reported in TasWater’s draft proposal and supporting documentation. The ‘at risk’ 
expenditure is shown below as reproduced from page 288 of the CCGUS Draft Report. 
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As outlined on page 68 of its Draft Report, CCGUS included the ‘at risk’ expenditure in its 
recommended expenditure ceiling but noted that the TER would need to determine an efficient level 
of expenditure level in either its Draft or Final Report. At this stage, the TER has excluded the 
expenditure from TasWater’s opex allowance and noted that it intends to review this expenditure 
following the release of its Draft Report.  

TasWater notes that the ‘at risk’ expenditure identified above represents a large proportion of the 
total reduction in opex proposed by the TER in its Draft Report. Whilst supporting information was 
provided to CCGUS as part of its review, TasWater recognises that the TER has not had sufficient 
time to review this information in detail. A high-level summary of this information is provided in 
Appendix 2 and TasWater welcomes the opportunity to engage further with the TER to ensure that 
opex relating to these projects is allowed in its final determination. 

6.2 Growth factors 

Growth factors are applied to TasWater’s opex to recognise that the costs of providing its services 
will increase over time, including as customer numbers increase. Consistent with the approach taken 
in PSP3, TasWater’s proposed to apply a range of growth factors to its various opex line items that it 
considers would vary directly with water usage.  

In reviewing TasWater’s proposed approach, CCGUS considered the approach to be overly complex 
and noted that the approach does not allow for potential changes in fixed costs that result from 
growth in new connections. As such, CCGUS concluded that a growth factor of 0.8510 should apply to 
all of TasWater’s controllable opex during the PSP4 period and noted that this was consistent with 
the approach adopted by other regulators including the ESC and ESCOSA11. 

In its Draft Report, the TER agreed with its investigators that TasWater’s proposed approach to 
applying growth factors was too complex. However, it did not agree that all controllable opex will 
vary in line with changes in connections growth. Accordingly, the TER proposes to apply a growth 
factor to only 50 per cent of TasWater’s regulated opex. 

TasWater agrees that its approach could be simplified and notes that the TER’s proposal to apply a 
growth factor to only 50 per cent of TasWater’s regulated opex is inconsistent with both the findings 
of CCGUS and decisions made by other regulators.  

 
10 Based on the forecast growth rate in water connections over the period FY2020/21 to 2025/26. 
11 CCGUS, TasWater Expenditure Review, November 2021, p.245 
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Further, as part of its materiality test for adjustments to the baseline forecasts, CCGUS stated that 
adjustments must be material in nature and not reflect expenditure or savings that TasWater should 
manage under the Base Step Trend efficiency factor or growth factor. This approach is also 
consistent with that applied in other jurisdictions12. Recommendations made by CCGUS to remove 
immaterial variations to the baseline forecasts were therefore made on the basis that the 
adjustment for customer growth would be applied to total controllable opex. 

Accordingly, TasWater seeks for the TER to adopt the finding made by CCGUS to apply a growth 
factor of 0.85 to all of TasWater’s controllable opex during the PSP4 period.  

6.3 Productivity savings 

Achieving sustainable productivity savings has been an ongoing area of focus for TasWater since it 
commenced operations in 2013. In its draft PSP4 proposal, TasWater proposed additional 
productivity savings of $2.2 million per annum. These proposed savings are cumulative in nature and 
equate to 1.1 to 1.2 per cent of TasWater’s total controllable opex in each year of the PSP4 period. 

In its Draft Report, the TER proposes to impose a higher annual compounding productivity target of 
1.5 per cent of controllable opex over the PSP4 period. This is based on the median productivity 
target proposed by Victorian water businesses in 2018 price submissions. 

Use of Victorian reference point 

As outlined in TasWater’s draft proposal, Tasmania’s rugged topography, the wide dispersion of 
assets, decentralisation of customers and lack of economies of scale make it difficult to directly 
compare performance to other Australian water utilities in some areas. As these factors directly 
impact the required level of opex spend for each utility, difficulties in comparison also extends to 
relative levels of productivity savings.  

The TER’s draft decision to use the median productivity target adopted by Victorian water 
businesses does not take into account TasWater’s unique characteristics. TasWater’s participation in 
the regular Operating Cost Benchmarking Studies undertaken by the Water Services Association of 
Australia (WSAA) consistently shows that its costs are in the higher quartiles for a number of cost 
categories as a direct result of these characteristics13. 

Even if these characteristics were ignored, TasWater considers that the TER has not made a clear 
case as to why it has used the average of just Victorian water businesses, rather than the average of 
all interstate utilities shown in Figure 7.5 of TasWater’s draft proposal. 

Further, and as noted in Section 6.2 above, growth is applied to total controllable opex forecasts in 
the Essential Services Commission’s (ESC) regulatory framework in Victoria. Therefore, even if the 
productivity targets of Victorian water businesses were used, TasWater considers that the 
productivity targets should be considered net of the ESC’s allowance for customer growth. This is 
consistent with Deloitte’s 2020 and 2021 expenditure reviews of Melbourne Water, South Gippsland 
Water and Western Water for the ESC, in which it benchmarked businesses on their growth-
efficiency factor, rather than the cost efficiency factor in isolation14.  

The median growth-efficiency factor, in the 2018 price review for Victorian water businesses was 0.0 
per cent, as shown in Table 1 below. 

 

 

 

 
12 CCGUS, TasWater Expenditure Review, November 2021, p.265, p.266 
13 The TER has been provided with the most recent WSAA study undertaken in late 2020 
14  Refer to the ESC’s expenditure reviews for South Gippsland Water (page 17) and Melbourne Water (page 26) 
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Table 1: Victorian water businesses 2018 price submissions – proposed growth-efficiency factors 

Water business Annual customer 
growth 

Annual productivity 
target 

Net growth-
productivity factor 

Yarra Valley 1.90% 2.50% -0.60% 

South East 2.30% 2.30% 0.00% 

Goulburn Valley 1.30% 3.10% -1.80% 

Barwon 1.60% 2.30% -0.70% 

Lower Murray – urban 1.10% 1.00% 0.10% 

City West 2.60% 2.00% 0.60% 

Coliban 1.70% 1.50% 0.20% 

North East 1.20% 1.20% 0.00% 

East Gippsland 1.30% 1.20% 0.10% 

GWMWater – urban 0.50% 1.50% -1.00% 

Central Highlands 1.60% 1.60% 0.00% 

Gippsland 1.20% 1.00% 0.20% 

South Gippsland  1.60% 1.50% 0.10% 

Wannon 0.80% 1.00% -0.20% 

Westernport 1.90% 2.70% -0.80% 

Median  1.5% 1.6% 0.0% 

By only allowing for a growth factor of 0.43 per cent (50 per cent of customer growth) minus 1.5 per 
cent productivity, the TER has effectively applied a net growth-efficiency factor of -1.1 per cent to 
TasWater’s opex forecast. This is above all but one of the net growth-productivity factors proposed 
by Victorian water businesses. TasWater notes that a high net growth-productivity factor can also 
contribute to a higher PREMO15 rating, in which Victorian water businesses are financially rewarded 
with a higher return on equity. 

Applying this productivity target combined with a customer growth rate of 0.85 per cent applied to 
the total controllable opex, would equate to a net-efficiency factor of -0.25 per cent. This rate is still 
above the median net growth-efficiency factors proposed by Victorian water businesses in the 2018 
price review. 

Reduction in targeted savings 

On page 44 of the TER’s Draft Report, it is stated that “TasWater has not explained in its proposed 
PSP how such high productivity improvements were achieved in some years, such as 2017-18, or the 
basis or supporting documentation why productivity improvement is expected to decline over the 
fourth regulatory period relative to historical levels”.  

Whilst TasWater acknowledges that its draft proposal did not include an explanation of the historical 
productivity savings or the decline over the fourth regulatory period, a detailed explanation on the 
history of TasWater’s productivity program matter was provided to CCGUS on 4 November 202116.  

In the early years following TasWater’s creation, larger productivity savings were available arising 
from the merger of the previous three regional corporations and shared services provider.  

Over the period 1 July 2013 to 30 June 2018, a small number of programs delivered relatively large 
productivity savings that averaged $5.3M per annum. These programs included targeted FTE 
reductions, centralisation of procurement activities and reduction in regulatory compliance activities 
and associated costs. Of note, the relatively large savings in FY2017/18 queried by the TER were 

 
15 PREMO refers to the Performance, Risk, Engagement, Management and Outcomes framework adopted by the ESC. 
16 Productivity Savings - Supporting information to Review Team - November 2021.pptx 
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primarily driven by FTE reductions from a ‘Rapid Review’ program that reduced FTE levels in 
TasWater’s Service Delivery division. 

As savings are realised, it becomes progressively more difficult to maintain the same level of 
productivity savings over time. 

After realising significant savings in its first five years of operations, TasWater has focused its 
productivity efforts from FY2018/19 on reducing expenditure in cost categories in the higher 
quartiles17 of the WSAA Operating Cost Benchmarking Studies. Since that time, a higher number of 
discrete initiatives have been required to generate targeted savings and the average annual savings 
declined to $3.7 million from FY2018/19 to FY2020/21. 

Summary 

The annual target of $2.2 million in productivity savings proposed by TasWater over the PSP4 period 
reflects what it considers to be an achievable and sustainable level of savings, taking into account 
the maturity of its productivity program and the significant savings that have already been made to 
date (currently forecast to exceed $34 million by 30 June 2022).  

TasWater therefore seeks for the TER to apply the productivity rate of 1.1 per cent to its total 
controllable opex as proposed in its draft proposal. This target is also consistent with the 
recommendations made by CCGUS in its Draft Report to the TER. 

6.4 Strategic initiatives 

Like any business, TasWater needs to make targeted investment to deliver its strategic objectives 
over and above what is required for its business-as-usual activities. During the PSP3 period, 
TasWater notes that the maturity of its strategic framework has improved significantly and it now 
has in place a range of primary and enabling strategies aimed at delivering  its strategic objectives as 
outlined in the Long-Term Strategic Plan 2021-2030.  

Accordingly, TasWater’s draft proposal included a transparent funding allocation of $8.0 million each 
year to fund the investments considered necessary to deliver its strategic objectives and meet the 
expectations of customers, regulators and stakeholders. This proposed level of investment 
represents just 3.5 per cent (on average) of TasWater’s total annual opex over the PSP4 period. 

On Page 255 of its Draft Report, CCGUS noted that “the expenditure may potentially be prudent as it 
largely relates to risk management, meeting compliance obligations and to building a more efficient 
organisation”. However, in reviewing base year expenditure for strategic initiatives, CCGUS excluded 
expenditure that was identified as being non-recurrent in nature. As a result, an allowance for 
strategic initiatives averaging around $2.7 million per annum has been accepted across the PSP4 
period in the TER’s Draft Report.  

Over the PSP4 period, the focus areas for the strategic initiative program will include initiatives that: 

• Improve customer outcomes and uplift customer satisfaction 

• Deliver productivity savings through the Productivity Improvement Program 

• Adopt new digital technologies where appropriate to support an efficient and agile 
delivery of services to customers and reduce leakage in water networks 

• Undertake investigation activities aimed at improving drinking water outcomes and 
reducing water losses 

• Contribute to the acceleration and deliverability of the capital program 

• Improve water security in Tasmania and improve resilience to the changing climate 

 
17  Higher quartiles of the WSAA Study reflect cost categories where TasWater’s costs are higher than other participating utilities, after 

taking into account normalisers. 
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• Quantify and continue to reduce TasWater’s impact on the environment from sewage 
overflows 

• Address short-term risks to meeting regulatory requirements or compliance outcomes. 

As strategic initiative expenditure was not considered as part of PSP3, TasWater recognises that it 
has been difficult for the TER and CCGUS to assess the prudency and efficiency of its proposed 
expenditure for the PSP4 period. Unlike other areas of its draft proposal, TasWater’s historical 
performance in this area is not an appropriate reference point for expected future performance. 

Notwithstanding these challenges, it is important that TasWater receives an adequate level of 
funding to deliver its strategic objectives. If the allowance for strategic initiative funding is reduced 
to the level proposed by the TER in its Draft Report, TasWater will be required to deprioritise a large 
number of initiatives in its primary and enabling strategies, putting achievement of the proposed 
service standards and the objectives in its Long-Term Strategic Plan 2021-2030 at risk. 

More broadly, TasWater does not agree with the methodology adopted by CCGUS to simply exclude 
strategic initiatives that are non-recurrent in nature from its baseline opex forecast. Whilst some 
strategic initiatives will be delivered over multiple years and therefore be recurrent in nature, many 
initiatives in TasWater’s primary and enabling strategies are designed to deliver outcomes in a 
shorter period of time. Flexibility is also required within the strategic initiative program to enable 
TasWater to respond to any changes in its strategic priorities or external operating environment 
over the period. 

On page 255 of its Draft Report, CCGUS noted that “TasWater has not mapped these investments to 
specific regulatory obligations (either new or existing)”. This statement is incorrect.  

Table 4.7 of TasWater’s draft proposal provided an overview of the strategic initiatives being 
implemented for FY2021/22 and how they contribute to achieving the service standards proposed 
for the PSP4 period. CCGUS was also provided with a detailed presentation on the linkages between 
TasWater’s strategic initiatives and the service standards proposed in its draft proposal. TasWater 
recognises that CCGUS may not have had sufficient time to consider this detailed information before 
its Draft Report was finalised. 

Accordingly, TasWater seeks for the TER to provide an allowance of $8.0 million per annum for 
strategic initiatives as outlined in its draft proposal. If the TER is not satisfied with this level of 
expenditure, TasWater proposes that the TER consider allowing the full strategic initiative 
expenditure incurred in the base year ($5.5 million) in each year of the PSP4 period. 

7. Escalation rates 

TasWater’s expenditure forecasts in its draft proposal are presented in nominal terms and need to 
be escalated to reflect changes in the value of goods and services (inflation). In its draft proposal, 
TasWater proposed a range of different escalation rates across its various cost categories using 
relevant third-party sources such as the Australian Bureau of Statistics (ABS), Australian Prudential 
Regulation Authority (APRA), the Australian Energy Regulator (AER) and other regulated entities. 

In its Draft Report to the TER, CCGUS considered TasWater’s proposed approach to be inconsistent 
with the TER’s PSP Guideline. It therefore proposed alternative forecast values from the RBA’s 
Quarterly Statement of Monetary Policy published in May 2021. In its Draft Report, the TER adopted 
a similar approach but used more recent values from the November 2021 Quarterly Statement. 

TasWater accepts using forecast values from the most relevant Quarterly Statement and notes that 
the TER may use forecast values from the May 2022 Quarterly Statement in its final determination.  

However, regardless of the forecast values that are ultimately approved, TasWater notes that these 
values will be fixed for the entire PSP4 period. As there is currently upward inflationary pressure, 
fixing the forecast values for the four-year period presents a risk to TasWater that actual inflation is 
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materially higher than that allowed in the final determination. Should this occur, TasWater’s actual 
costs could be materially higher than it is able to recover from its customers.  

TasWater accepts that there will be some areas where actual outcomes differ from forecast 
outcomes over the PSP4 period that it will be required to absorb. However, if inflation outcomes are 
substantially higher over the PSP4 period than the escalation rates approved in the final 
determination, TasWater will consider seeking for the TER to re-open the final determination. 

8. Regulatory depreciation  

The allowance for regulatory depreciation represents the recovery of capital invested by TasWater in 
its regulated assets. TasWater’s proposed regulatory depreciation for the PSP4 period was calculated 
in accordance with the TER’s PSP4 guideline as follows:  

• For existing assets – based on a straight-line method using a weighted average value of 
TasWater’s existing assets over each financial year period  

• For new assets – based on a line-by-line approach as determined in TasWater’s 
regulatory asset register. 

In its Draft Report, the TER accepted TasWater’s proposed methodology for calculating regulatory 
depreciation on existing assets based on a value-weighted average approach. It also accepted 
TasWater’s proposed depreciation rate of 2.28 per cent to calculate the level of regulatory 
depreciation on existing assets. 

However, the TER identified perceived differences in the regulatory depreciation values included in 
TasWater’s Financial Model and Asset Register. In determining the allowance for regulatory 
depreciation in its Draft Report, the TER included the lower values from the Asset Register resulting 
in a proposed reduction of $20.40 million over the PSP4 period. 

8.1 Inconsistency between Asset Register and Pricing Model 

TasWater notes that the regulatory depreciation values in worksheet ‘1&2 - Asset Imports’ of its 
Asset Register were calculated on a line-by-line approach and were not intended to be used in the 
estimate of regulatory depreciation for pricing purposes. The weighted average approach was used 
to calculate regulatory depreciation on existing assets in the ‘RAB Rollforward’ sheet of the Financial 
Model. These values were included in TasWater’s proposed NAR estimates. 

As the TER has accepted the opening RAB values in FY2018/19, and that it accepts the weighted 
average approach, the values calculated in the ‘RAB Rollforward sheet’ of the Financial Model should 
be used as the basis for regulatory depreciation for existing assets. The proposed regulatory 
depreciation forecasts for the PSP4 period for existing assets to be included in the NAR are outlined 
in Table 2 and have been updated to reflect the revised CPI forecasts. 

Table 2: Proposed regulatory depreciation on existing assets for PSP4 period, $’000s 

 FY2022/23 FY2023/24 FY2024/25 FY2025/26 

Water  28,076 28,134 28,079 28,103 

Sewerage 24,729 24,753 24,905 24,569 

Regarding regulatory depreciation for new assets, TasWater notes that the TER included a reduction 
in its Draft Report based on its proposed 5 per cent reduction in total capex in each year of the PSP4 
period. Should the TER allow a higher level of capex spend in its final determination, the full amount 
of regulatory depreciation for new assets should be allowed over the PSP4 period.  

If the TER decides to maintain its proposed reduction in total capex, TasWater notes that this 
reduction is likely to relate to projects that are forecast to commence during the period and 
therefore will have little, if any, regulatory depreciation included in the forecast for the PSP4 period. 
Unless specific projects are removed from the capex forecast and the associated regulatory 
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depreciation can be clearly identified, TasWater proposes that the regulatory depreciation for new 
assets be included in full as proposed in its draft proposal. 

8.2 Useability of Asset Register  

The TER noted in its Draft Report that shortcomings in TasWater’s Asset Register had severely 
limited its ability to analyse TasWater’s proposed regulatory depreciation. It therefore proposes to 
accept the CCGUS recommendation that TasWater explore options to transition its Asset Register to 
a different software platform during the PSP4 period. 

TasWater notes that the current Excel-based Asset Register model replaced the previous financial 
system calculation to enable regulatory depreciation to be calculated in accordance with the 2018 
Water and Sewerage Price Determination. Whilst it is recognised that the size and complexity of this 
model does present some challenges, TasWater notes that it provided the TER with a detailed run-
through of the model on 25 November 2021 and responded to a number of additional information 
requests relating to the model.  

Whilst TasWater supports the TER’s proposal to explore different software platforms during the 
PSP4 period, it suggests that this would best occur after the proposed inquiry into alternative 
approaches to calculating regulatory depreciation (Chapter 6, Recommendation 10). As outlined in 
Section 12 of this submission, TasWater will also seek for an allowance to be made by the TER to 
recover the expenditure considered necessary to implement a new software platform. 

9. Rate of Return on Capital  

The rate of return on capital is intended to provide TasWater with a return on the capital investment 
made in regulated assets. To determine a rate of return, a Weighted Average Cost of Capital (WACC) 
is calculated using estimates for the cost of debt and cost of equity. Different WACC’s are calculated 
for new and existing assets 

In its draft proposal, TasWater proposed a WACCEXISTING and WACCNEW of 4.17 per cent and 5.41 per 
cent respectively. In its Draft Report, the TER is proposing a lower WACCEXISTING and WACCNEW of 3.63 
per cent and 4.75 per cent respectively. This proposed reduction by the TER reflects differences in a 
number of parameters within the WACC calculation which are discussed below. 

9.1 Cost of debt 

In its draft proposal, TasWater proposed to set the cost of debt for the PSP4 period using a ‘trailing 
average’ approach which is broadly consistent with evolving regulatory practice. A trailing average 
cost of debt has been used by a number of other regulators, including the AER.  

A key principle underpinning the AER’s approach is that energy businesses would seek to issue long-
term debt where possible to match the lives of their assets and minimise refinancing risk. The TER 
appears to concur with this view as noted on page 68 of its Draft Report, where it states that: 

“To reflect the fact that businesses generally stagger their debt maturities to manage 
refinancing risk, regulators have changed from using an ‘on the day’ approach to a moving 
average approach (referred to as a trailing average) as this better aligns with the expected 
debt management practice of a benchmark efficient business” 

In estimating a trailing average for the total cost of debt, TasWater has proposed an approach 
similar to the AER. TasWater’s objective in selecting an appropriate methodology was to ensure that 
the resultant cost of debt reflects, to the greatest extent possible, the actual costs of debt it will 
incur over the PSP4 period, whilst also reducing volatility in prices for its customers. 

Noting that TasWater’s rate of return is set for the duration of the regulatory period, the TER 
proposes to use a ten-year trailing average of the cost of debt, with the cost for each year of the 
PSP4 period set at the beginning of the regulatory period. However, the TER’s approach departs 
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from TasWater’s proposed methodology in that the TER intends to progressively apply the prevailing 
rate (as determined at the commencement of the regulatory period) to a growing percentage of 
TasWater’s debt as it is assumed to be issued or rolled over. The TER has stated that 10 per cent of 
TasWater’s debt will be subject to an ‘on the day rate’ (set at the commencement of the regulatory 
period) in year one, 20 per cent in year two, 30 per cent in year three and 40 per cent in year four. 

TasWater has two concerns with the approach proposed to be adopted by the TER.  

Firstly, by averaging monthly rates over the nine years preceding the new cycle, the TER’s approach 
implicitly assumes that debt is issued at least once every month. This approach will lead to 
estimation errors if the cost of debt in the tenth year preceding the new cycle differs from that 
expected in the first year of the new cycle (which TasWater considers highly likely). The solution to 
this problem is for the weights to be 90 per cent for the cost of debt over the nine years preceding 
the new cycle, 5 per cent for the cost of debt in the tenth year preceding the new cycle, and 5 per 
cent for the cost of new debt issued over the first year of the new cycle (predicted by the cost in the 
two months before the new cycle). Parallel adjustments are required for years two, three and four. 

The second concern TasWater has relates to the use of the average rate in the two months 
preceding the first year of the PSP4 period as a predictor of the rates to be paid over the four-year 
period. Noting that interest rates are at historical lows and are forecast to increase, it is very likely 
that this prediction will not reflect TasWater’s actual costs over the PSP4 period, with the prediction 
errors becoming greater over the four-year period. 

As such, TasWater seeks for the TER to include an annual review of the cost of debt in each year of 
the PSP4 period in its final determination. This would allow for the cost of debt to be reset to more 
closely reflect the borrowing rates available on the component of debt that is assumed to be issued 
or rolled-over throughout each year of the PSP4 period. 

If the TER does not approve an annual updating of the cost of debt, TasWater requests that the TER 
consider adopting a mean-reverting estimate. TasWater considers that this approach would be a 
better predictor of rates over the next four years than using the last two months of available data as 
proposed by the TER in the Draft Report.  

This view is based on the knowledge that the cost of debt is mean reverting, whereby extreme rates 
tend to revert to the longer-term average. Since rates are currently very low, the most likely case is 
that rates will grow in the future, which implies that using the latest rates as a predictor will lead to 
underestimation of the future rates.  

The forecasts from a mean-reverting model will allow for the tendency of extreme values to revert 
towards more normal values over time. Long-term historical data could be used to estimate a mean-
reverting model. TasWater proposes that the yields on ten-year BBB bonds reported by the RBA, 
over each of the monthly observations from January 2005 to the latest observation in February 2022 
be used to develop this estimate. TasWater would welcome the opportunity to work with the TER on 
this matter. 

9.2 Market Risk Premium 

The Market Risk Premium (MRP) forms part of the calculation of the cost of equity and is the 
estimated market return for all businesses, less the estimated risk-free rate. In its draft proposal, 
TasWater noted that the AER has historically considered four methodologies to calculate the MRP 
for regulated Australian network businesses: historical averaging of Australian excess returns, the 
dividend growth model, surveys and historical average excess returns for other developed markets.  

The AER has chosen to place primary weighting on the historical averaging of excess returns, leading 
to its estimate of 6.1 per cent. However, TasWater’s draft proposal noted that this methodology is 
not very reliable due to the size of the standard deviations in the estimate. TasWater therefore 
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proposed to apply an equal weighting of the results derived from the four methodologies considered 
by the AER, resulting in a proposed MRP of 6.5 per cent for the PSP4 period. 

On page 71 of its Draft Report, the TER notes that “determining the MRP continues to be the subject 
of considerable debate among academics, economic regulators, regulated entities and other 
stakeholders”. The TER goes on to note on page 72 of the Draft Report that “Each method has its 
own inherit weaknesses with the outcomes dependent on the underlying assumptions”. However, the 
Draft Report proposes that TasWater adopt a benchmark MRP based on decisions made by the AER 
and ERA that place primary weight on historical returns.  

Accordingly, the TER has adopted an approach to calculating the MRP that it acknowledges has 
inherit weaknesses. The approach proposed by TasWater to apply an equal weighting across the four 
methods considered by the AER was intended to address these weaknesses, and the proposed MRP 
of 6.5 per cent derived from this approach is consistent with the rate adopted in PSP3 and by other 
regulators18.  

The TER does not appear to have offered any reasons in its Draft Report why TasWater’s proposed 
approach is not appropriate. Accordingly, TasWater seeks for the MRP of 6.5 in its draft proposal to 
be reflected in the TER’s final determination. 

9.3 Equity Beta 

The equity beta in the WACC calculation provides a proxy for the expected return for TasWater 
relative to the returns in the entire market.  

In its draft proposal, TasWater proposed an equity beta of 0.68 based on estimates for relevant 
foreign companies over a 23-year period from 1995-2018 which were included in the AER’s 2018 
Rate of Return Instrument. In its Draft Report, the TER intends to reduce the equity beta to 0.65, 
citing that this is consistent with the equity beta determined for TasWater in PSP3 and equity betas 
used in some other jurisdictions. 

In making this decision, the TER notes on page 76 of its Draft Report that “As such, in determining a 
forward-looking benchmark equity beta, the Regulator considers that, while most weight should be 
placed the longest time period betas, some weight should be placed on more recent values to reflect 
the prevailing and expected economic conditions”. 

TasWater notes that the decision made by the TER for PSP3 was based, in part, on foreign data 
which spanned only a five-year period. As such, the TER’s proposed approach to use the equity beta 
determined for PSP3 appears inconsistent with its consideration that most weight should be placed 
on the longest-time period betas. Further, the median of the other regulatory decisions cited by the 
TER is 0.685, providing further support to TasWater’s proposed equity beta of 0.68. 

TasWater therefore seeks for the equity beta of 0.68 in its draft proposal to be reflected in the TER’s 
final determination. 

10. Customer Contract and Policies 

10.1 Customer Contract and Policies 

As part of its draft proposal, TasWater provided a draft Customer Contract, draft Water and 
Sewerage Network and Charges Policies, draft Land Development Policies and a draft Trade Waste 
Policy. These documents included proposed changes to remove duplication, clarify definitions, 
implement proposed policy changes and make the documents easier to understand for customers. 

TasWater notes that the TER intends to approve its proposed customer contract and policies, subject 
to some minor revisions in certain areas and some requirements for TasWater to publish additional 

 
18  Including the ICRC’s 2018 price determination for Icon Water, and the Queensland Competition Authority’s 2020–24 pricing 

recommendations for SunWater and SEQWater. 
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information. Table 3 provides TasWater’s response to those areas of the customer contract and 
policies where a change has been proposed by the TER. 

Table 3 – Customer contract and policies: TasWater response 

Draft Report 
Recommendation 

Draft Report Recommendation TasWater response 

10.1 Approve the draft customer contract provided at 
Appendix D to this Draft Report, subject to some minor 
revisions and addressing an issue relating to Clause 14.5 

TasWater will amend Clause 14.5 to 
address the issue identified by the TER 
and submit the revised customer 
contract as part of its final proposal. 

10.4 Require TasWater to publish TasWater’s Supplement to 
Water Services Association of Australia’s Water Supply 
Code of Australia and TasWater’s Supplement to Water 
Services Association of Australia’s Gravity Sewerage 
Code of Australia, together with any other additional 
relevant information that would assist customers and 
stakeholders in determining whether their property, or 
part of their property, is within serviced land. 

TasWater will publish this information 
by 1 July 2022. 

10.5 Require TasWater to publish separate descriptions of 
serviced land for water services and sewerage services 

TasWater will publish these definitions 
on its website by 1 July 2022. 

10.6 Require TasWater to make descriptions of serviced land 
for both water and sewerage services publicly available 

TasWater will publish these 
descriptions on its website by 1 July 
2022. 

10.7 Require TasWater to ensure that the description of 
serviced land is updated and published on a regular basis 
(ie on at least a monthly basis when serviced land 
boundaries change) 

TasWater will comply with this 
requirement from 1 July 2022. 

10.13 Approve TasWater’s draft service replacement process, 
subject to including more detail on the costs and charges 
that affected customers would incur, as included in 
TasWater’s Water and Sewerage Network and Charges 
Policies document provided at Appendix E.1 to this Draft 
Report. 

TasWater will provide additional detail 
on costs and charges for affected 
customers and submit the revised 
service replacement process document 
as part of its final PSP4.  

10.18 Approve the draft Trade Waste Policy as included at 
Appendix E.3 to this Draft Report, with the proposed 
changes identified and discussed in Appendix C. 

TasWater will consider a revised name 
for the current ‘catchment 
management fee’ and define this fee in 
the policy. The revised Trade Waste 
Policy will be submitted as part of 
TasWater’s final PSP4. 

10.2 Connection Policy 

In its draft proposal, TasWater included an amendment to state that non-standard connections are 
not subject to the requirement to permit connection to water and/or sewerage infrastructure within 
10 business days. On page 151 of its Draft Report, the TER raised concerns with this proposed 
amendment. The TER noted that TasWater must comply with the connection provisions in the 
Customer Service Code to permit an owner of land to connect to TasWater’s infrastructure within 10 
business days, or such later date as agreed between TasWater and the person or entity. 

In response, and as noted in the TER’s Draft Report, TasWater submitted a revised Connection Policy 
that clarifies that it will permit a connection to its infrastructure within 10 working days through its 
Certificates for Certifiable Works process. As this process already has a legislated 10 day timeframe, 
set in the Water and Sewerage Industry Act 2008, TasWater considers that this meets the 
requirement outlined in the Customer Service Code.
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10.3 Developer charges 

TasWater is pleased that the TER intends to accept its proposal to introduce new developer charges 
from 1 July 2023. This change is an important reform to ensure that the costs of expanding water 
and sewerage infrastructure to support new developments is recovered efficiently and equitably. 

Costs for greenfield and infill sites 

The TER intends to accept TasWater’s proposed approach to set the same standard charge 
state-wide, provided it is satisfied that there are no significant differences in TasWater’s costs 
between greenfield and infill sites.  

TasWater’s proposed approach to set one standard charge state-wide has been informed by a 20-
year prediction of capital investment in areas where growth is a primary, secondary or tertiary 
driver. In doing so, TasWater has relied upon its Growth and Capacity Plans that have been 
developed for each region. This analysis showed that all proposed investments over the 20-year 
period relate to infill sites. 

On this basis, TasWater considers it reasonable to apply one standard charge state-wide during the 
PSP4 period. Whilst this does not prevent developers from approaching TasWater in relation to 
proposed greenfield sites during this period, TasWater notes that it may apply a Bulk Infrastructure 
Capacity Charge to any proposals that are outside of its Growth and Capacity Plans. 

Alternative name for negotiated charge 

In its draft proposal, TasWater proposed to apply a new negotiated charge for developments that 
require unexpected network augmentation that is not scheduled in TasWater’s Growth and Capacity 
Plans. Whilst the TER intends to accept the proposed approach to calculate this charge, it has 
requested that TasWater propose an alternative name as the charge will be calculated by TasWater 
without any negotiation with the developer.  

TasWater proposes that the charge be renamed as the ‘Bulk Infrastructure Capacity Charge’, which 
will give a more accurate description of the purpose of the charge and remove any perception that 
the charge is negotiated between TasWater and the developer. 

Land Development Policies 

In Appendix E.2 of its Draft Report, the TER has proposed a new section 2.2.5 of TasWater’s Land 
Development Policies as follows: 

“2.2.5 Requests for estimates or information  

In response to a request for an estimate or information, TasWater will provide: 

• an estimate of the amount of the developer charge that is to apply, in respect of a 
property, to a person who –  

o proposes a new development in respect of the property; and  

o provides sufficient information about the proposed development to enable an 
estimate to be determined.  

• information, as to how the amount of a charge has been determined to a person on 
whom a developer charge is imposed. 

Whilst TasWater supports the TER’s intention to provide greater transparency to its customers, it is 
unclear what the TER is referring to specifically when it refers to ‘developer charges’ in this new 
section. With reference to Figure C.1 on page 162 of the TER’s Draft Report, TasWater considers that 
the term ‘developer charges’ refers collectively to all three components of potential developments, 
including ‘Works Internal’, ‘Works External’ and ‘Headworks’.  
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Under the new framework proposed by TasWater, the costs for ‘Works Internal’ and ‘Works 
External’ are outside of TasWater’s remit and it would not be appropriate for TasWater to provide 
estimates for these works. Whilst TasWater could provide an estimate for the Shared Infrastructure 
Contribution Charge (which forms part of the ‘Headworks’ component in Figure C.1), this would also 
be a relatively simple calculation for a potential developer to make, being the standard charge 
multiplied by the number of equivalent tenements.  

TasWater notes that a primary consideration for developers is likely to be whether their proposed 
development is outside of TasWater’s Growth and Capacity Plans and therefore subject to the 
proposed Bulk Infrastructure Capacity Charge. The new section proposed by the TER could therefore 
be amended to require TasWater to provide advice to developers in regards to whether the 
proposed development is likely to be subject to this charge. In addition, the TER’s proposed 
requirement for TasWater to provide estimates that are outside of its control should be removed. 

11. Customer Service Standards 

In Table 4.6 of its draft proposal, TasWater proposed 20 service standards to be measured through 
the Customer Service Code over the PSP4 period. For each service standard, TasWater also proposed 
targets for each year of PSP4 based on its expected performance during this time. The proposed 
service standards were informed by engagement with customers, TasWater’s performance during 
the PSP3 period and its assessed capacity to deliver improvements over the PSP4 period. 

As noted in the draft proposal, achievement of the targets for the proposed service standards will be 
dependent upon a combination of the capital projects, operational projects, strategic initiatives and 
regular business activities proposed for the PSP4 period. The draft proposal also noted that the 
majority of operational costs required to achieve improved performance is in addition to business-
as-usual costs and is required to be funded through the proposed allocation for strategic initiatives. 

In its Draft Report, the TER proposes to approve most of the proposed service standards, subject to 
agreement on how the standards and performance measures are defined. Table 4 outlines 
TasWater’s response to those draft findings by the TER that differ from TasWater’s proposals. 
Definitions for agreed service standards will be provided by TasWater outside of this submission. 

Table 4 – Customer service standards 

Draft Report Recommendation TasWater response 

Reject the proposed service standard of the percentage of 
customers supplied by drinking water systems that meet 
best practice risk mitigation, as the Regulator does not 
consider this is a customer service standard. 

TasWater accepts the TER’s draft finding. However, as this 
is a measure of interest for the Department of Health, 
TasWater will continue to report this measure in its annual 
Corporate Plan. 

Set higher performance standards than proposed by 
TasWater for the percentage of unaccounted for water by 
setting lower percentages, at 20 per cent in 2022-23, 
declining by one percentage point each year to 17 per cent 
by 2025-26 

As noted in TasWater’s draft proposal, the unaccounted for 
water measure proposed by the TER to continue over the 
PSP4 period can be misleading when comparing year-on-
year results.  

This is why TasWater proposed to move to a new standard 
of real losses (kL/km of main/day) which enables better 
year-on-year comparisons, including against other water 
utilities accounting for differences in system lengths. 
TasWater reiterates that this measure is now the industry 
standard in this area. 

From a customer perspective, TasWater’s proposed 
measure is also likely to be more meaningful for its 
customers in conceptualising TasWater’s performance in 
the area of water losses.  

Notwithstanding this, TasWater would be willing to 
continue to report on the TER’s proposed measure in its 
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Draft Report Recommendation TasWater response 

Annual Performance Report and for this to be included in 
the TER’s annual State of the Industry Report. 

Regardless of the measure adopted in the TER’s final 
determination, TasWater notes that its ability to achieve 
the higher level of performance proposed by the TER is 
dependent upon receiving adequate opex and capex 
allowances, which is discussed earlier in this submission.  

Set higher performance standards than proposed by 
TasWater for the number of water main breaks at 33 
breaks per 100 km of water main for 2022-23, declining by 
one each year to 30 by 2025-26 to more closely reflect the 
performance of mainland service providers, noting that 
reducing water losses was identified by customers as a top 
priority for the fourth regulatory period. 

TasWater acknowledges that its rate of water main breaks 
is high compared to interstate utilities. However, the TER’s 
proposal to benchmark performance in this area against 
other utilities does not take into account the age and 
condition of TasWater’s assets  

As shown in Figure F.5 of the TER’s Draft Report, TasWater 
delivered improved performance against this service 
standard from FY2016/17 to FY2019/20. However, 
performance has declined in FY2020/21 and FY2021/22 as a 
result of delays in delivering renewals programs and one-
off failures associated with assets nearing the end of their 
useful lives. 

Importantly, TasWater has only exceeded the level of 
performance it proposed over the PSP4 period once during 
this time (in FY2019/20). Notwithstanding the reduction in 
capex proposed by the TER in the Draft Report, the 
proposed investment in water main renewals programs will 
also take some time for this investment to have an effect.  

As such, it will be extremely difficult for TasWater to 
achieve the higher level of performance proposed by the 
TER over the PSP4 period. TasWater therefore seeks for the 
TER to adopt the targets for this service standard that were 
included in its draft proposal. 

Retain the minimum service standard of 90 per cent for the 
percentage of planned water supply interruptions where 
water supply is restored within 5 hours. 

TasWater accepts the TER’s draft finding. 

Set higher performance standards than proposed by 
TasWater for the number of complaints by setting lower 
numbers of complaints for water services - to 6 complaints 
per 1 000 properties. 

TasWater accepts the TER’s draft finding. 

Retain the minimum service standard of 80 per cent for the 
percentage of unplanned water supply interruptions 
restored within 3 hours. 

TasWater accepts the TER’s draft finding. 

Reject the proposed service standard of the average 
duration of unplanned water interruption, in minutes. 

TasWater accepts the TER’s draft finding. 

Reject the proposed service standard of the number of 
customers experiencing repeat unplanned water supply 
interruptions in a financial year. 

TasWater accepts the TER’s draft finding. 

Reject the proposed service standard of the number of 
customers experiencing repeat sewer breaks and chokes 
that may impact on service. 

TasWater accepts the TER’s draft finding. 

Noting that the definition of many of the proposed service standards will align with definitions for 
the purpose of the National Performance Report, TasWater will provide proposed definitions to the 
TER following submission of this response. Once agreed with the TER, these definitions could then 
be made publicly available as part of the change process for the Customer Service Code.
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12. Additional activities over the fourth regulatory period 

Throughout the Draft Report, the TER has identified a number of activities that it proposes to occur 
during the fourth regulatory period. Some of these activities will be led directly by TasWater, whilst 
others will be conducted by the TER as formal regulatory investigations under the Water and 
Sewerage Industry Act 2008. These activities are shown in Table 5. 

Table 5 – Additional activities over the PSP4 period 

Draft Report 
Chapter 

Proposed activity 

4 – Capital 
Expenditure 

Require TasWater to implement the improvements in relation to asset management, capital 
planning and prioritisation and capex governance frameworks identified by CCGUS during the 
fourth regulatory period 

4 – Capital 
Expenditure 

Require TasWater to provide the Regulator with six-monthly reports within one month of the 
end of the six-month period on its progress towards implementing the above improvements 
commencing from the six month period ending on 31 December 2022 

5 – Operating 
Expenditure 

Require TasWater to implement an activity-based costing approach during the fourth regulatory 
period 

6 – Regulatory 
Depreciation 

Require TasWater to explore options to transfer its current Asset Register to a software 
platform better suited to regulatory requirements 

6 – Regulatory 
Depreciation 

Require TasWater to develop a specific asset register for regulatory pricing purposes 

6 – Regulatory 
Depreciation 

Conduct an inquiry under section 12(j) of the Water and Sewerage Industry Act 2008 into 
alternative approaches to calculating regulatory depreciation for new assets. The inquiry would 
include, but not be limited to, an assessment of whether the current line by line approach is the 
most appropriate method and the basis of TasWater’s asset lives assumptions 

8 – Structure of 
prices, fees and 
charges 

Require TasWater to carry out research during the fourth regulatory period to determine cost 
reflective charges for the macerator fee 

8 – Structure of 
prices, fees and 
charges 

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

8 – Structure of 
prices, fees and 
charges 

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

Whilst TasWater supports these activities being undertaken, it notes that the activities will be in 
addition to the existing projects, initiatives and activities outlined in its draft proposal.  

The activities will require commitment of additional resourcing by TasWater and, in some cases, 
expenditure on external specialist support and/or system changes. In particular, implementation of 
an activity-based costing approach is likely to be a complex, multi-year initiative that requires 
dedicated internal resourcing, specialist consulting support and other associated costs to design, 
scope and implement a new approach. 

No provision has currently been made in either TasWater’s draft proposal or the TER’s Draft Report 
to recover the costs associated with delivering these activities. Noting Section 68(a)(ii) of the Water 
and Sewerage Industry Act 200819, TasWater seeks for the TER to provide an allowance in its final 
determination for the estimated costs of undertaking the activities proposed.  

TasWater notes there has been insufficient time available for it to prepare an estimate of the 
potential costs of these activities for inclusion in this submission. As such, TasWater proposes to 

 
19  This section states that “a regulated entity is to be provided with a reasonable opportunity to recover the efficient costs which the 

regulated entity incurs in… complying with a regulatory obligation or requirement” 
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engage further with the TER on the scope of these activities following provision of this submission in 
order to develop cost estimates for the proposed activities. For transparency, the costs estimates 
prepared by TasWater could be included in the TER’s final determination alongside its final decision 
on this matter.  

13. Minor inaccuracies and clarifications 

TasWater has identified a number of areas where there are either minor inaccuracies in the Draft 
Report or where TasWater wishes to provide further clarification on statements made by the TER.  

Table 6 – Minor inaccuracies and clarifications  

Page # in 
Draft 
Report 

Clarification 

20 There is an inconsistency in the Draft Report between the reported difference in forecast sewerage ETs in 
Table 3.4 (-863) and the associated commentary (-871). 

26 The Draft Report states that: 

“The CDO is involved in program management, planning and investigation, project development and project 
delivery but does not carry out any construction activities”  

Whilst the CDO does not generally carry out construction activities, it has the capacity to do so under the 
Program Alliance Agreement in very limited circumstances. 

26 The Draft Report states that: 

“Initially the CDO was responsible for managing all capital projects but this was subsequently changed such 
that the CDO manages the larger, more complex projects” 

For clarity, it is suggested that this statement be revised to refer to ‘capital infrastructure projects’, noting 
that there are various non-infrastructure capital projects that are delivered by TasWater 

28 The Draft Report states that: 

“TasWater developed its capex program for the third regulatory period using a prioritisation process aligned 
with its Long Term Strategic Plan (2021-2030)” 

This should read Long-Term Strategic Plan (2018-2037), the prevailing LTSP at that time. 

29 The Draft Report states that: 

“CCGUS found that the Bryn Estyn and the North West Water Supply Strategy projects were prudent and 
efficient, while Pardoe was considered neither prudent nor efficient”. 

For clarity, TasWater did not proceed with the Pardoe project as it also reached the conclusion that prudency 
and efficiency could not be proven at the time. 

127 The Draft Report defines the term Owners’ Representative as: 

“A representative from each of Tasmania’s 29 councils who, together, comprise TasWater‘s Owners' 
Representatives' Group”. 

In addition to the 29 councils, this term should also include the State Government. 

135 The Draft Report states that: 

“continuing to manage the impact of price changes on customers (noting that the MoU which expires on 30 
June 2025 limits price increases to 3.5 per cent for the first three years of the fourth regulatory period with 
TasWater also proposing a 3.5 per cent price increase for 2025-26)” 

The commitments under the MoU are now incorporated into TasWater’s Shareholders’ Letter of 
Expectations. 

140 The Draft Report states that “The State Government does not currently receive dividends”. 

The current language in the Draft Report implies that the State Government may receive dividends in the 
future. However, the State Government’s shareholding does not entitle it to do so. 

247 This page quotes both 51 and 52 as the rate of water main breaks reported in 2020-21. The correct number is 
52, as per TasWater’s FY2020/21 Annual Performance Report. 

249 The Draft Report includes a reference to the standard service for Priority 3 events being within three hours 
(4,320 minutes). This should be three days. 

259 The Draft Report states that: 
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Page # in 
Draft 
Report 

Clarification 

“TasWater’s submission notes that Australian Government grant funding has been provided for a spatial data 
mapping project that it expects will deliver the required capabilities for live tracing and intelligent network 
management.” 

For clarity, the grant funding provided by the Australian Government does not provide for the delivery of the 
project on a state-wide basis.  
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Appendix 1 – Recommendations responded to outside of this submission 

Chapter Draft Report Recommendation 

1 – Prices Approve miscellaneous fees and charges provided the Regulator is satisfied that they reflect the 
underlying costs of providing each of the services 

2 – Revenue 
Requirement 

Subject to TasWater providing further evidence to support the value for the disposal of the 
Macquarie Point STP in 2024-25, accept the value of asset disposals as set out in Table 2.3 

3 – Demand 
Forecasts 

Require TasWater’s response to the issues raised in this chapter:  

a) address inconsistencies between the method of forecasting water use described in its 
proposed PSP and the method used in its Demand Forecast Model; 

b) include additional information to support its forecast of growth in standard water 
connections being approximately half recent actual growth; 

c) include information on how its non-revenue water reduction strategy has contributed to 
actual water connections and usage and how it contributes to forecast water connections 
and usage over the fourth regulatory period; 

d) explain the forecast decline in sewerage ETs in 2020-21 and the unusually strong growth 
in trade waste customers in 2018-19; 

e) include revised forecasts of sewerage ETs in light of the lower than expected result for 
2020-21; 

f) provide more detail to explain the sharp reduction in total miscellaneous services in the 
period 2018-19 to 2020-21; and 

g) include an updated Demand Forecast Model and Financial Model to reflect its advice that 
miscellaneous services are expected to grow in line with forecast growth in equivalent 
20mm water connections.  

4 – Capital 
Expenditure 

Require TasWater’s submission on this Draft Report, explain how TasWater’s capital planning 
processes address the lack of inter-connectivity between TasWater’s water supply networks 
and indicate whether it has assessed options to reduce the risk of water restrictions due to this 
lack of inter-connectivity and, if so, provide the results of any assessments 

5 – Operating 
Expenditure 

Accept, subject to an analysis of information submitted by TasWater in relation to the costs of 
providing the services for Category 3 and 4 trade waste, irrigation and tankered waste 
customers, TasWater’s cost allocations as presented in its proposed PSP for the fourth 
regulatory period 

5 – Operating 
Expenditure 

Require TasWater to provide details of the costs associated with providing services for Category 
3 and 4 trade waste, irrigation and tankered waste. 

10 – Customer 
Contract and Policies 

Approve TasWater’s draft Sub-metering Policy, except those sections relating to new strata title 
schemes, including any minor editing to improve clarity. 

Approve a Sub-metering Policy that provides lot owners in new strata title schemes with the 
option of being billed based on their actual water usage, provided that all lot owners agree. 
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Appendix 2 – Additional information relating to ‘at risk’ capex-driven opex 

Project CCGUS finding TasWater response 

Longford STP 
upgrade 

TasWater should provide a clear outline of the 
assumptions underpinning the opex impacts 
associated with the Longford STP Upgrade as 
outlined in its PSP.  

This includes a more detailed breakdown of the 
opex estimates and the underlying 
assumptions. 

The primary driver for upgrading the Longford STP is to bring it 
into compliance with its current licence, in terms of effluent 
quality and odour emissions. Prior to the upgrade being 
undertaken, the Longford STP was the highest ranked STP on 
the EPA priority assessment and TasWater’s Wastewater 
Management Plan (WWMP). 

The bulk of increased operating expenditure arising from the 
upgrade relates to increased consumption of power and 
chemicals.  

An extensive tender process was undertaken in relation to the 
design of the upgrade to ensure the best value for money 
outcome for its customers. As part of this process, each 
tenderer provided performance guarantees relating to power, 
chemical consumption and labour. These rates were then 
applied to a schedule of TasWater’s unit rates to enable a 
direct comparison of ongoing expenditure to be made.  

The schedule of TasWater rates has been made available to 
the TER.  

Bryn Estyn 
WTP Upgrade 

TasWater should provide a clear outline of the 
assumptions underpinning the opex impacts 
associated with the Bryn Estyn major WTP 
Upgrade as outlined in its PSP.  

This includes a more detailed breakdown of the 
estimates associated with the 10 year payment 
annuity arrangement with TasNetworks and the 
additional chemicals costs associated with pre-
treatment 

The primary objective of the upgrade is to expand the Bryn 
Estyn WTP to ensure that it can continue to provide high 
quality drinking water and meet projected demand for years 
to come. This project should also assist in reducing the 
likelihood and frequency of water restrictions. 

This upgrade, in providing an improvement in the quality and 
reliability of drinking water for our customers, also involves an 
increase in the costs to operate the new plant.    

TasWater provided several supplementary documents with its 
draft proposal to support this increase, with the two key 
documents being: 

1. The NPV analysis associated with the BE WTP detailed 
Business Case (‘NPV Analysis’) 

2. The Jacobs Australia Pty Ltd Operations and 
Maintenance cost estimate of the new BE WTP 
(‘Jacobs Report’). 

The Jacobs Report outlines the assumptions underpinning the 
Business Case to upgrade the WTP and is based on an 
estimated O&M cost that would be incurred if the WTP 
operates at a certain level approximately 142MLD per year 
over a 50-year period.  

In its draft proposal, TasWater used the rates from the Jacobs 
Report and has also provided an estimate should the WTP be 
in operation at less than 120MLD over the four-year PSP 
period.  

More broadly, the objective to provide a reliable source of 
water cannot be met without an upgraded network power 
supply. Further, without a fully redundant back-up power 
supply there is an unacceptable risk that a fault will leave 
customers at risk of an extended water supply interruption. 

TasWater is therefore working with TasNetworks to construct 
high voltage cables to provide the necessary capacity to 
operate the upgraded plant and a back-up supply capable of 
running the plant in the event of a loss of the primary supply.  

Fourteen power supply options were developed and tested 
against the identified criteria, with only two withstanding 
detailed scrutiny. The recommended option was deemed the 
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Project CCGUS finding TasWater response 

most efficient investment option based on its lifecycle cost 
and the ability for the new infrastructure to be efficiently 
upgraded alongside any future increases in the capacity of the 
WTP. 

Whilst these payments would ordinarily be expensed upfront, 
TasWater negotiated an alternative payment option that will 
see the construction costs amortised as a 10-year annuity 
arrangement. This option avoided a material upfront expense 
being incurred. 

The preferred option was endorsed by a third-party subject 
matter expert consultant that peer reviewed the entire 
assessment process. 

Additional chemicals costs reflect the pre-treatment tank that 
forms part of the upgrade coming online by July 2022. This 
tank is expected to improve water supply for the greater 
Hobart region in the FY2022/23 summer period.  

Noting that the estimates for electricity and chemicals relating 
to the upgraded plant now vary from those provided as part of 
TasWater’s draft proposal, updated estimates will be provided 
to the TER outside of this submission. 

UV Program   To allow for an effective assessment of the 
opex impact, TasWater should provide a 
business case that identifies and justifies the 
activities associated with the additional opex 
and includes robust options analysis that 
demonstrates that TasWater has chosen the 
least cost totex solution.  

TasWater should also provide documentation 
that sets out the assumptions underpinning the 
cost estimates for the additional opex as 
outlined in its PSP. These include the unit rates 
and quantities and the sources of the 
estimates.   

The objective of the UV Program is to upgrade disinfection 
processes at existing WTP sites to meet mandated targets for 
drinking water quality. The Program involves the installation of 
Ultraviolet disinfection systems at 20 locations.  

The ability to influence the totex solution is in the 
procurement phase where TasWater and the CDO will assess 
various proposed solutions from the market to choose the 
offer that provides the greatest value for money.  

Whilst this work is yet to be completed, TasWater has 
provided an estimate of the O&M costs associated with this 
Program to the TER.  

Tamar 
Estuary River 
Health Action 
Plan 

To allow for an effective assessment of the 
opex impact, TasWater should provide a 
business case that identifies and justifies the 
activities associated with the additional opex 
and includes robust options analysis that 
demonstrates that TasWater has chosen the 
least cost totex solution.  

TasWater should also provide documentation 
that sets out the assumptions underpinning the 
cost estimates for the additional opex as 
outlined in its PSP. These include the unit rates 
and quantities and the sources of the 
estimates. 

Established under the Launceston City Deal, the Tamar Estuary 
Management Taskforce (TEMT) was charged with developing a 
River Health Action Plan (TERHAP) to recommend priority 
investments and policy actions to deliver measurable estuary 
health improvement and ongoing governance of the Estuary.  

A Combined System Overflow Investment Plan and the 
TERHAP were prepared in December 2017, with TasWater 
participating in the development of these Plans.  

Planning, investigation and design aspects of the project are 
currently being undertaken, with the State Government 
providing an interim funding agreement of $6 million to 
progress these works. As such, there is currently no Business 
Case for the project. 

As noted to CCGUS, a number of components of the TERHAP 
project align with stages of projects under the Launceston 
Sewerage Improvement Plan (LSIP). In particular, one of the 
components of the TERHAP project, the Eastern City Rising 
Main, may be used as part of a transfer solution from the 
Norwood and Hoblers Bridge STPs to Ti Tree Bend STP.  

The Strategic Business Case relating to these STPs has already 
been provided to the TER. 

Sheffield STP 
Upgrade 

To allow for an effective assessment of the 
opex impact, TasWater should provide a 

TasWater provided the Strategic Business Case for the 
Sheffield STP Upgrade alongside its draft proposal.  As part of 
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Project CCGUS finding TasWater response 

breakdown of the additional opex costs 
associated with the preferred solution.  

The breakdown should also include an outline 
of the assumptions underpinning the cost 
estimates including the unit rates and 
quantities that make up the estimate. Where 
possible TasWater should also provide revised 
cost estimates that reflects the selection of the 
preferred solution. 

the development of the SBC, an NPV was developed consistent 
with the CDO processes noted within the CCGUS report.  

This NPV has now been provided to the TER and shows a 
comprehensive breakdown of the assumptions underpinning 
the opex cost estimate.  

This project is now in the TOC development phase and 
updated cost estimates will be developed as part of this 
process.  

Ulverstone 
STP Upgrade 

To allow for an effective assessment of the 
opex impact, TasWater should provide a 
breakdown of the additional opex costs 
associated with the preferred solution.  

The breakdown should also include an outline 
of the assumptions underpinning the cost 
estimates including the unit rates and 
quantities that make up the estimate. This 
should reconcile with the additional opex 
impacts outlined in the PSP. 

TasWater provided the Detailed Business Case (DBC) for the 
Ulverstone STP Upgrade alongside its draft proposal.  

As part of the development of the DBC, an NPV was developed 
consistent with the CDO processes noted within the CCGUS 
report.  

The NPV sheets developed for each deliverable have now 
been provided to the TER that show a comprehensive 
breakdown of the assumptions underpinning the opex cost 
estimate.  

This project is now in the TOC development phase and 
updated cost estimates will be developed as part of this 
process. 

IT 
Investments 
– Data Centre 
and Network 
Infrastructure 

 

To allow for an effective assessment of the 
opex impact, TasWater should clearly outline 
the assumptions underpinning the cost 
estimates associated with the Data Centre and 
Network Infrastructure project as outlined in its 
PSP 

On page 191 of its Draft Report to the TER, CCGUS noted that: 

“In relation to the Data Centre and Network Infrastructure, the 
Review Team were unable to determine how the cost 
estimates were determined, as the estimates in the briefing 
note provided did not reconcile with the totals reported by 
TasWater in PSP4”. 

The opex impact is as per the Briefing Note – Data Centre 
OffPrem Project FY2021 that was provided to CCGUS. 
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