


CS ENERGY SUBMISSION TO THE GAWB REPORT ON THE FITZROY 
RIVER CONTINGENCY INFRASTRUCTURE 

 
CS Energy is the largest single customer purchasing around 20,000 ML per annum 
through direct purchases for Callide B power station and indirect purchases for 
Callide C. 
 
CS Energy has been generally supportive of efforts by the (GAWB) to enhance water 
system reliability in the Gladstone Area.  However such efforts must be economically 
justified and it is CS Energy's view that the GAWB proposal does not provide that 
justification. 
 
In September 2006, CS Energy provided a submission to GAWB on its Drought 
Management Plan which is enclosed for your information.  In that submission CS 
Energy proposed that GAWB undertake early works on supply augmentation options 
where warranted as a means of delaying the need for commitments to augmentations 
until as late as possible. The idea inherent in this proposal was to develop 
augmentation options including undertaking long lead time but low cost planning 
efforts in order to reduce the time required to complete any reliability based 
augmentations if and when required.  This provides the advantage of delaying final 
commitment decisions for such augmentations which may either never be required or 
may not be needed for many years into the future and allows GAWB to operate the 
Awoonga storage harder for longer without augmentation.   
 
CS Energy notes that data supplied by GAWB in its Drought Management Plan, 
shows that the existing storage is in a sound position, even when assessed against the 
worst 10-year sequence on record.  Hence there is no apparent urgency to undertake 
the augmentation with respect to the Fitzroy Pipeline. 
 

Fitzroy Pipeline justification 
 
In the September 2006 submission, CS Energy supported early augmentation work on 
the Fitzroy Pipeline based on the estimated cost at the time of $120-200 million.  
GAWB now estimates the total cost of the supply augmentation to be around $345 
million.  CS Energy is of the view that such a cost increase may substantially change 
the economic rationale for undertaking the Fitzroy pipeline supply augmentation 
including its ranking against alternatives and whether it is justified on a cost benefit 
basis. 
 
The GAWB submission to the QCA does not appear to incorporate a cost-benefit 
analysis which CS Energy considers to be essential before committing to the early 
work program.  Any such analysis must show that the Fitzroy option provides more 
benefits than costs and that it ranks higher than any reasonable alternative including 
demand management options.  The GAWB submission undertakes a ranking of the 
known supply options using a coarse multi criteria analysis but does not provide a 
cost benefit analysis.  GAWB does not appear to consider demand side options.   
 



CS Energy considers that the QCA should require that GAWB undertake a full cost 
benefit analysis along with all reasonable alternatives, including demand side options, 
prior to considering this matter further. 
 

Alternative options not considered 
CS Energy is concerned that GAWB does not appear to have appropriately considered 
demand side options.  CS Energy proposes two options in particular that should be 
considered by GAWB and the QCA. 

Dry or hybrid cooling for power stations. 
CS Energy expects that converting the Callide B and C power stations to dry cooling 
would be at least comparable with the Fitzroy option on a straight cost basis but offers 
additional economic benefits.  Converting all four Callide power station units to dry 
cooling would provide approximately 20,000 ML per annum in Awoonga for other 
users.  By paying for the dry cooling, GAWB would in effect buy back the water from 
Callide B and C in order to sell to alternate users or meet the reliability needs of other 
existing users. 
 
The dry cooling option has the additional benefit that it could be implemented in four 
phases with each phase providing around 5,000 ML per annum.  This is because each 
unit could be converted on an incremental basis.  Hence rather than commit $345 
million at the point that reliability needs to be enhanced, four separate decision points 
would be available over time, each costing approximately $50 million, and each 
yielding around 5,000 ML per annum. 

Water Trading 
CS Energy considers that establishing an appropriate arrangement for water trading 
within the Awoonga catchment would yield considerable savings in years in which 
water is scarce.  The benefit of establishing water trading arrangements is that water 
would be transferred from lower value to higher value uses.  Freedom to trade water 
entitlements would allow for the marginal value of water to be established, which in 
times of scarcity would result in demand reduction through either substitution or 
voluntary curtailment.   
 
Demand reduction brought about through water trading will always be economically 
more efficient than either broad brush restrictions or system wide augmentations as 
water will be traded across the catchment at the same marginal value.  Restrictions 
and supply augmentations do not recognise the different value placed on water 
reliability by different users. 
 

Requirements 
CS Energy considers that the QCA should require GAWB to include the dry cooling 
and water trading options in the full cost benefit analysis identified above. CS Energy 
is happy to work with GAWB on developing this for consideration as an alternative. 



Early Work Program 
CS Energy considers that the proposed preparatory work program is excessive and 
unnecessarily pre-emptive.  It is unclear at this point in time that a commitment to the 
pipeline will be justified in the foreseeable future.  Hence proposed expenditure 
commitments appear excessive at this point in the life of the pipeline’s development.  
For example GAWB proposes expending $5.1 million on land acquisition in 2007/08, 
$6 million on engineering/investigations and $2.6 million on project management.  A 
further $5 million is planned for unspecified asset creation.  The level of these costs 
suggest that GAWB plans to undertake detailed design and route acquisition and 
project management in 2007/08. 
 
As the urgency for supply augmentation does not exist, it is unclear why GAWB 
needs to commit to significant engineering design, project management and land 
acquisition costs in 2007/08.  While some modest prefeasibility design and route 
selection work may be justified, expending a further $20.9 million at this stage has not 
been justified.  Any such efforts need to be considered carefully against the associated 
costs (cost benefit basis) and where determined to be undertaken all effort should be 
made to minimise them.  For example, if GAWB were concerned about long term 
land access, entering into say five or ten year options to purchase key sites would be a 
method of reducing outlays at this point in time while assuring land access in the 
event that the augmentation is committed. 










