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Why are we recommending irrigation prices?

The Queensland Government directed us to recommend
irrigation prices for Sunwater and Seqwater customers over
the pricing period 1 July 2020 to 30 June 2024.

This includes recommending prices for irrigation customers in
the Lower Lockyer Valley water supply scheme (WSS). Prices
for non-irrigation customers are outside the scope of our
review.

After extensive consultation with irrigators, we have released
our final report. The Government will make the final decision
on irrigation prices, taking our recommendations into
consideration.

How we have recommended prices

We recommended a two-part tariff for the tariff group in this
scheme. The first part (Part A) is a fixed price per megalitre
(ML) of water access entitlement (WAE), and the second part
(Part B) is a volumetric price per ML of water used.

The volumetric price recovers variable costs (e.g. a portion of
labour costs) that change with water usage. The remaining
costs associated with this scheme are recovered by the fixed
price. We have assessed all expenditure to ensure that
Segwater only recovers prudent and efficient costs.

We applied the pricing principles in the referral, as these give
effect to the Government's water pricing policy. Under that
policy, prices are to gradually transition over time to the ‘lower
bound cost target’. This target recovers the irrigation share of
the scheme’s operating, maintenance and capital renewal
costs but does not recover a return on, or of, the scheme's
existing asset base (as at 1 July 2000). We also moderated bill
impacts by capping total price increases to inflation plus
$2.38/ML of WAE (from 2020-21, increasing by inflation).
More details are in Part A (chapter 2) of our report.

Under our recommended prices, cost recovery for Seqwater’s
irrigation customers will improve from 74% in 2020-21 to 77%
by 2023-24. The shortfall is currently funded by a subsidy, paid
by the Queensland taxpayer, which will reduce over time as
prices transition to the lower bound cost target.

What prices have we recommended?

For this scheme, our recommendations result in the fixed price
increasing by our estimate of inflation (2.24%) plus $2.38/ML
(2020-21 dollars) over the price path period. The volumetric
price increases by inflation over the price path period. Prices
will not recover costs by the end of the pricing period.

Cost recovery will increase from 52% in 2020-21 to 59% by
2023-24.

Our recommended prices are shown in the table below.

Recommended prices for irrigation customers—S$/ML

Tariff group 2019-20 2020-21 2021-22 2022-23 2023-24
(Existing)

Fixed (Part A) 47.53 50.97 54.55 58.26 62.11

Volumetric (Part B) 25.80 26.38 26.97 27.57 28.19

How we have addressed stakeholder concerns
Tariff structure

Some irrigation stakeholders were concerned about the
fixed/variable tariff structure, and asked that we look into a
more flexible tariff structure given the poor reliability of the
Lockyer schemes.

We do not consider that supply reliability concerns are best
addressed through adjusting the tariff structure. Any relief
from Part A charges during a drought is also a matter more
appropriately determined by the Government.

Further details are in Part A (sections 2.6 and 3.2) of our report.
Dam safety

Some irrigation stakeholders have raised concerns about the
allocation of dam safety expenditure to irrigators, and the
precedent our recommendation will set for the allocation of
future dam safety expenditure.

The primary service provided by most dams that are within the
scope of our review is the supply of water to users. In order to
provide that service, the water business must comply with a
range of regulatory obligations, including dam safety
requirements. As a compliance cost, we consider that dam
safety upgrade expenditure should be treated as a normal cost
of operation in supplying water services to customers.

We reflected the incidental flood moderation benefits of dams
by only allocating 80% of irrigators' share of dam safety
upgrade expenditure to the allowable cost base.

Where a dam has a formal flood mitigation role, we consider
that the costs of dam safety upgrades should be shared with
beneficiaries in the broader community.

See Part A (Chapter 4) of our report for further details.



Change in water bill
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What happens next?

0

Direct Operating costs NorDirect Operating costs Renewals Annuity The Government will consider our final report and make the

1 Sequeter mOCA final decision on irrigation water prices for Sunwater and

- i X i Segwater customers over the pricing period 1 July 2020 to 30
Notes: 1. Revenue offsets are not included in the charts. 2. QCA Non-direct operating

costs includes the QCA regulatory fees. June 2024.
Further details on our recommended costs for Seqwater
schemes are in Part C (chapters 2 to 4) of our report.

We have assessed local impacts

We moderated bill impacts in this scheme by limiting the
increase in the combined fixed and volumetric price to
inflation plus $2.38/ML of WAE (from 2020-21, increasing by
inflation). We have recommended that the fixed price
increases by inflation plus $2.38/ML (from 2020-21,
increasing by inflation) over the price path period, and that the
existing 2019-20 volumetric price increases by inflation only.

The table below presents an estimate of the change in water
bills (compared to the bill based on current prices), for various
levels of water use.

More details on bill impacts are in Part C (chapters 7 and 9,
and appendix B) of our report.
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