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Water Corporation — 
Mr R.S. Love, Chair. 
Mr D.J. Kelly, Minister for Water. 
Ms S.L. Murphy, Chief Executive Officer. 
Mr A.I. Vincent, General Manager, Assets Planning Group. 
Mr R. Hughes, Chief Financial Officer. 
Ms N. Arrowsmith, Chief of Staff. 
Mr D. Morgan, Principal Policy Adviser. 
Ms P. Pedelty, Senior Policy Adviser. 
Ms A. Anderson, Senior Media Adviser. 
[Witnesses introduced.] 
The CHAIR: This estimates committee will be reported by Hansard. The daily proof Hansard will be available 
the following day. 
Members may raise questions about matters relating to the operations and budget of the off-budget authority. 
Off-budget authority officers are recognised as ministerial advisers. It is the intention of the Chair to ensure that 
as many questions as possible are asked and answered and that both questions and answers are short and to the 
point. The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week. I ask the minister to clearly indicate what supplementary 
information he agrees to provide and I will then allocate a reference number. If supplementary information is to 
be provided, I seek the minister’s cooperation in ensuring that it is delivered to the principal clerk by Friday, 
29 September 2017. 
I caution members that if a minister asks that a matter be put on notice, it is up to the member to lodge the question 
on notice through the online questions system. 
The member for Nedlands. 
Mr W.R. MARMION: My question relates to budget paper No 3, page 296, and the line item 
“Water Corporation”. In relation to the budget estimated dividends, tax equivalents, and local government rate 
equivalents totalling $923.9 million — 
Mr D.J. KELLY: Sorry, member, is this budget paper No 2? 
Mr W.R. MARMION: I am referring to the Economic and Fiscal Outlook, page 296. There is only one line item 
for the Water Corporation. I am asking a question about the Water Corporation. In relation to the budget estimated 
dividends, tax equivalents, and local government rate equivalents totalling $923.9 million, offset by operating 
subsidies of $468.8 million, can the minister advise the actual cost per kilolitre to the Water Corporation in the 
financial year 2016–17 of providing drinking water to Karratha? 
Mr D.J. KELLY: I will take direction from the Chair, but I am not really sure how that relates to the item here in 
the budget papers. 
Mr W.R. MARMION: It is related to the offsets. There is an offset subsidy, and I want to know what that is. 
Obviously, there is a cost for providing the water first, and I want to drill down to that. 
Mr D.T. REDMAN: The member for Nedlands is exactly right. 
The CHAIR: If the minister is unable to provide that information, the member could request that it be provided 
as supplementary information. 
Mr D.J. KELLY: We do not have the cost per kilolitre of every town in Western Australia, of which Karratha is 
a very important one. Why does the member not place that question on notice? 
Mr W.R. MARMION: Can it not be provided as supplementary information? 
Mr D.J. KELLY: It is just as easy if the member puts the question on notice. 
Mr W.R. MARMION: That would take four weeks to get the answer, whereas I could get it in one week. 
[10.00 am] 
Mr D.J. KELLY: That is all right; the member can put it on notice. It is a very simple process. 
Mr W.R. MARMION: That is not very nice of the minister. It is a simple question; the Water Corporation can 
provide the answer tomorrow. 
Mr D.J. KELLY: I do not want to burden it with too much additional information. It is a very simple process to 
put it on notice. 
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Mr W.R. MARMION: Here are some other questions I will try: how much did residential consumers pay the 
Water Corporation for this water, per kilolitre, in Karratha? 
Mr D.J. KELLY: My response would be the same; this is probably why I am reluctant to take it on notice. If the 
member is going to quiz us about a whole bunch of towns, the best process would be to put the questions on notice. 
I simply do not have that information here. 
Mr D.T. REDMAN: I refer the minister to “Water Corporation” on page 296 of budget paper No 3, the 
Economic and Fiscal Outlook. It refers to the budget estimate of what I would refer to as the net accrual to 
government of $442.7 million, a significant increase on the previous year of $140-odd million. The government 
has also increased the price of water to consumers by six per cent. Can the minister explain why he considers that 
level of net accrual to government is not using the Water Corporation as a cash cow for government? Secondly, 
the government is also putting water prices up by four per cent. Can the minister give me the relationship between 
water pricing and what we are seeing as almost a record net accrual to government in that figure? 
Mr D.J. KELLY: I am surprised that the member for Warren–Blackwood asked — 
Mr D.T. REDMAN: Using the questions that the minister asked me last year? 
Mr D.J. KELLY: The member has asked the question and I will answer it. I am surprised that the member does 
not understand the relationship between those figures and the increase in water prices that were announced as part 
of the current state budget because the six per cent increase in water charges is exactly the same as that which was 
proposed by the member for this financial year when he was in government. That six per cent increase in water 
charges flows directly into the figures that the member has identified. Obviously, the higher the increase in water 
charges, all else being equal, the higher the net accrual to government is. As I have indicated to the member before, 
he, as a cabinet minister and senior member of the previous government, left the state in a financially woeful 
position. Arguably, the member inherited the best set of books in the state’s history in 2008 and when he was 
thrown out of government eight years later, he left the worst set of books. When we came to government, we had 
to make hard decisions about the financial settings that we have set the budget on for the next year. One of the 
difficult decisions we made was to maintain the water price increase that was in the previous government’s version 
of the budget that it took to the election. As the Minister for Water, I would like to have seen a lesser increase for 
water, because obviously it impacts on consumers, but it was one of the difficult financial decisions that we had 
to make. By way of commentary, a criticism I made of the previous government while I was in opposition was 
that each year it put up the price of water by more than the rate of inflation when it had significant increases in 
revenue. The previous government started off with low state debt and high revenue, yet it chose to put up the price 
of water by more than the rate of inflation for every year that the member was in government. We now have 
declining revenues and a mountain of state debt, despite what the former member for Pilbara said in the 
Legislative Assembly one night in what I call his infamous speech when he said that we did not have a debt 
problem. We have inherited declining revenues and a mountain of state debt. In those circumstances we have made 
the difficult decision to maintain the water price in our budget, just as the member for Warren–Blackwood had in 
his budget that he took to the election. The member can try to make some political points when in opposition, and 
I am sure he will do that, but the situation that the state finds itself in is completely different from when he was in 
government. The decisions he made on water prices need to be looked at in that context. 
Mr D.T. REDMAN: Can the minister confirm whether by applying a six per cent increase in water prices the 
Water Corporation is over-recovering on those costs? 
Mr D.J. KELLY: The overall figures for cost reflectivity that I have been given for 2017–18 is 96 per cent. The 
2017–18 figure does not yet reach cost reflectivity. 
Mr D.T. REDMAN: Do the forward estimates predict what the likely recovery will be in 2017–18? Surely the 
Water Corporation would have to give a figure when predicting that. 
Mr D.J. KELLY: That all depends on what the water price increases are in the budget going forward. There is 
a glide path in the budget that is identical to the glide path — 
Mr D.T. REDMAN: I am sorry, I thought the minister said in 2017–18. He said in 2016–17 it was 96 per cent. 
Mr D.J. KELLY: I am sorry; cost reflectivity for 2017–18 is 96 per cent. My apologies. 
Ms L. METTAM: I refer to paragraph (c) at the bottom of page 296, which relates to the question the member 
for Warren–Blackwood asked. How much of the Water Corporation’s country loss operating subsidy will be paid 
from the consolidated revenue account and from royalties for regions in each of the next three years? 
Mr D.J. KELLY: For the first two years, the country subsidies will be paid completely by the consolidated 
account. It is not until the last two years of the forward estimates when $191 million in 2019–20 and $284 million 
in 2020–21 will come from royalties for regions. 
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Ms E. HAMILTON: Climate change is impacting on rainfall and water supplies, particularly in Perth and the 
south west. Can the minister please detail what the Water Corporation has had to do to mitigate the impacts of 
climate change, and what the cost of these initiatives has been?  
[10.10 am] 
Mr D.J. KELLY: I thank the member for the question. Again, climate change has been one of the challenges that 
the Water Corporation has had to confront. People think that we have had a wet winter. Everyone is complaining 
about the amount of rainfall that we have had, when, in fact, we have had average rainfall in a couple of months. 
The thing that people do not understand is that it is not necessarily the amount of rain that is most important; it is 
the amount of run-off into our dams that really counts for our water supply. This year less than 70 billion litres of 
water has run into our dams. We hope to get a little more in the next week, if we are lucky. Pre-1975, 300 billion 
litres of water would fall out of the sky and run into our dams, and that was basically the water supply for Perth 
and much of the surrounds. We no longer get anywhere near 300 billion litres, so the Water Corporation has had 
to transition the water supply. The first big change was the move to groundwater, which was progressively made 
in the 1980s, but we now know that even that is under stress. The Gallop government began the move to 
desalination, against some considerable fierce opposition from opposition members at the time. I think the current 
Leader of the Opposition, Dr Nahan, said that the first desalination plant, along with the Mandurah rail line, would 
be a great white elephant. Where would we be now had we not made those decisions to move down the path of 
desalination? We now have two desalination plants that provide about 150 billion litres to Perth’s water supply. 
We know that that will not be sufficient, so we have now moved to aquifer recharge. The first part of the aquifer 
recharge plan is almost online now. 
One of the benefits that this state has had from having a professional, well-run utility like the Water Corporation 
is that in response to climate change, we have been able to transition from 300 billion litres of water running into 
our dams to groundwater and then to desalination and now to aquifer recharge in a way that has been, by and large, 
relatively seamless for the population. If we get 25 billion litres in our dams each year, the Water Corporation has 
a little party in its office, compared with the 300 billion litres that we used to get. That transition has not come 
cheaply. In excess of $2 billion in capital expenses has been outlaid by the Water Corporation to make that 
transition. When people ask, “Is climate change real; and, if it is real, is it now or is it something that we are going 
to have to deal with in the future?”, I can say that it is real. I have heard the CEO of the Water Corporation say 
publicly that there are no climate change deniers at the Water Corporation. That is the reality of the world they 
live in. Climate change is not only real, but also a real cost. Every time people get their water bills, they bear the 
cost of climate change. 
Mr W.R. MARMION: The minister mentioned the injection of wastewater. Can he tell me what the planned 
injection totals are for each of the next four years? 
Mr D.J. KELLY: Can the member repeat that? 
Mr W.R. MARMION: I do not want a story; I just want the quantities for the next four years. 
Mr D.J. KELLY: The member is not happy with the background information that I am giving him. 
Mr W.R. MARMION: No, I did not say that; I said that I would just like the numbers. 
Mr D.J. KELLY: There are two parts to that project. There are seven gigalitres in the first part of the project. 
Mr W.R. MARMION: I just want to know the injections for the years. 
Mr D.J. KELLY: Member for Nedlands, there are two parts to that project, with 14 gigalitres in the first part. 
There will be another 14 gigalitres in the second part of the project. We do not yet have all the approvals in place 
for the second lot of 14 gigalitres; it basically has not been built. We are in the process of commissioning the 
14 gigalitres in the first part of the project. I might refer to the CEO of the Water Corporation to see whether she 
can give us the latest assessment of that re-injection over the next four years. 
Mr W.R. MARMION: I just want the number for each of the four years. 
Mr D.J. KELLY: I understand, member for Nedlands. The member asks the questions and we give the answers. 
Mr W.R. MARMION: I know the minister is trying to delay the answer. 
Mr D.J. KELLY: Only the member for Nedlands is delaying it. I will ask the CEO of the Water Corporation 
whether she has those projections. 
Ms S.L. Murphy: For this year, we are budgeting on seven gigalitres, but we hope we will get more. We are 
commissioning the bore fields at the moment, so it is a slow ramp-up. We do not start at full capacity. Our budget 
is for seven gigalitres this financial year and then 14 gigalitres for stage 1 for every year going forward. We had 
hoped to be in construction on stage 2 by now, but we are doing a different form of injection from the one we had 
originally planned. By working with the Department of Water and Environmental Regulation, we are injecting 
off-site and we are taking some of the injection points further away so that we can inject in an area where we get 
the maximum environmental benefit. There were some objections to the pipeline routes, so that has slowed it 
down. The plant is fabulous. The appeals have been dismissed, but we are working through the final bit of the 
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process. We hope to award that contract within the next month and start on the second stage. Depending on the 
exact timing of that, the second 14 gigalitres should kick in in about two and a half years. 
Mr W.R. MARMION: In terms of the volumes going in, does the Water Corporation have approval from the 
Department of Water and Environmental Regulation to increase its licensed amount equal to that amount or by 
what percentage? 
Mr D.J. KELLY: Again, I refer to Sue Murphy. 
Ms S.L. Murphy: Yes, we do. We have a one-for-one allocation for the next five years. We had an allocation of 
slightly more than seven gigalitres for this year, which we will not take because we will honour the one in, one 
out. Our licence envisages that we could put in water that we do not abstract straightaway, so we can store some 
water in the ground if we are fortunate enough to have an exceptionally wet year in the future. 
Mr D.T. REDMAN: I refer to page 679 of budget paper No 2. The first paragraph under the heading “Expenditure 
in the Regions” states that regional Western Australia will continue to benefit from the development and upgrading 
of water and wastewater infrastructure. Can the minister confirm that the Denmark community will not benefit as 
there has been a cut to the $15 million wastewater recycling project and that a number of regional communities 
that were anticipating the implementation of the septic tank effluent disposal program in their communities have 
been cut from the program, and can he give us the reasons why they have been cut from the program? 
Mr D.J. KELLY: I thank the member for the question. I think a $15 million commitment was made by the 
previous government to the Denmark wastewater treatment plant. Again, it was one of the difficult decisions we 
had to make around the budget. The concerns that were put to me about the Denmark wastewater treatment plant 
were about the quality of the water in the inlet that receives the wastewater. The advice I received was that less 
than one per cent of the nutrients that go into that inlet come from the wastewater treatment plant. There was an 
upgrade to that wastewater treatment plant in, I think, 2015. That was about a $12 million project that reduced the 
amount of nutrient inflow into the inlet from one per cent to about 0.6 per cent. A substantial amount of money 
had already gone into making that existing wastewater treatment plant as modern and efficient as possible. Given 
that there had been a substantial upgrade to that plant so recently, it seemed unusual that the previous government 
then made a further commitment of another $15 million to recycle that water. 
[10.20 am] 
Mr D.T. REDMAN: Does the minister see it as acceptable to put wastewater into our closed system? 
Mr D.J. KELLY: Sorry; the member asked a question. If the previous government was so concerned about that 
wastewater treatment plant, I would have thought that it would have combined those projects and it may have 
saved some money. It completed one and very soon after that it committed another $15 million to a recycling 
scheme for that water. 
Over 99 per cent of the nutrients coming into that inlet were coming from elsewhere—from agriculture, largely—
and the wastewater treatment plant was contributing about 0.6 per cent of the nutrients. 

Mr D.T. REDMAN: The point source was 400 metres from a caravan park. 
Mr D.J. KELLY: It is not so much the source that counts; it is the overall nutrients that make a difference. Whether 
the nutrients come from a cow standing in a creek or from the wastewater treatment plant itself, they are still the same 
nutrients. Given that over 99 per cent of the nutrients coming into that inlet were not coming from the wastewater 
treatment plant, it seemed to us that the best bang for our buck was to continue the allocation of money in the budget 
for, I suppose, upstream nutrient reduction and not go ahead with the wastewater recycling project, given that it would 
cost an extra $15 million. The Liberal and National Parties were in government for eight years. I ask the member for 
Warren–Blackwood as the local member: if it was still such an issue, why did they not do this for eight years? They 
allocated about $12 million to a substantial upgrade of the wastewater treatment plant, which I think was completed 
in 2015. It seemed to me to be a very unfortunate—I am being polite—use of public money to then, so soon after 
that, commit such a substantial amount of money at a time when the budget was in such a poor way and it was only 
going to have a very minor impact on the nutrient load in the inlet. 
The member also asked me about the infill sewerage program—the septic tank effluent disposal scheme. I think 
Kukerin was one of the towns in line for a STED scheme. 
Mr D.T. REDMAN: And Boyup Brook. 
Mr D.J. KELLY: Yes. Kukerin was one of the towns. I looked at some of the media to see whether this had been 
an issue. I found that the previous member, Tuck Waldron, raised this as a health issue publicly in 2008 prior to 
the 2008 election. This was an issue in 2008 but in the eight years that the Liberal and National Parties were in 
government, they did nothing.  
Mr D.T. REDMAN: Of which there was a trial in the meantime in Hyden. 
Mr D.J. KELLY: There was a trial in Hyden for a new type of system. The former government’s original costings 
were based on Hyden. It did not surprise me to find that it announced the new STED schemes for Bindoon, 
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Kukerin, Leonora and Boyup Brook before the Hyden scheme was completed. When the Water Corporation came 
to fund Bindoon, Kukerin, Leonora and Boyup Brook, the costings had substantially blown out; I think they were 
double. There were individual reasons why each of those schemes was going to cost more. Sue Murphy can give 
the individual reasons. The cost blowout was a substantial reason. Secondly, and really importantly, I asked 
whether there were any health reasons why these programs needed to go ahead. The advice I received was that 
there were no significant public health issues around any of those four projects. Since we made the announcement, 
some of those shires said that there are some significant health reasons why they should go ahead. I said that if 
those shires can demonstrate that there are significant health issues, I will look at it again. My advice to date is 
that nothing new has come from those shires about health issues. If there are significant health issues, the shires 
should come forward and we will look at them. I might ask the CEO to provide that information. 
The CHAIR: I suggest that the CEO provide that information as supplementary information. Time is running out. 
Mr D.J. KELLY: I understand that but I do not want to load her up. Does the member want the individual reasons 
for the cost blowout? I am not sure whether he is interested. No, the member does not want that information. 
The CHAIR: We will have to move on because we still have another part of this division to do. 
That completes the examination of the Water Corporation. 
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