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Capital Investment in Dams
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Water pricing principles for dams to reﬂect useful life,
not economic/ﬁnancial life for upper bound pricing.

The strategic framework for the eﬃcient and sustainable reform of the Australian water industry (1994 COAG
framework) as amended in 1996 was ini ated for the sustainable use of Australia's water resources.
The 1999 report tled 'The Impact of Compe on Policy Reforms on Rural and Regional Australia¹ iden ﬁed
concerns about varia on between State and Territory Government interpreta on of pricing and asset valua on
principles required to meet the COAG reform objec ves. As a result, compliance with the reform milestones is
deemed to have been met if cost recovery currently falls within a deﬁned range – the lower bound (water for
agriculture) being set at pricing for commercial viability, with an upper bound (water for urban use) set for full cost
recovery, including a return on capital. The upper bound is to be achieved, where prac cal, by 2001.
Since this review, the 2004 Na onal Water Ini a ve², an intergovernmental agreement on a Na onal Water
Ini a ve, delivered a shared commitment by governments to increase the eﬃciency of Australia's water use,
leading to great certainty for investment and produc vity for rural and urban communi es and for the
environment. This ini a ve included improved pricing for water storage and delivery.
The COAG Na onal Water Ini a ve Pricing Principles³, agreed to in 2010, established that water pricing is to be
on commercial rates, which is over the economic life of the infrastructure, not the useful life of the asset.
From 1995 to today, we have seen this reform ini a ve put a value on water resources, which has resulted in
innova ve strategies to reduce water usage by both urban users and irrigators.
The Compe on Policy Reforms and Water Ini a ve pricing principles have enabled innova on in the sustainable
use of water, resul ng in a period where new infrastructure was not required.
The following statement drawn from the Na onal Water Reform, Produc vity Commission Report No. 87
(December 2017), demonstrates that the na on needs to be proac ve rather than reac ve. “It is cri cal that
governments act given the urgency of the challenges facing the water sector and the opportuni es for increased
produc vity and eﬃciency. Doing nothing, or wai ng un l the next drought, could create a major legacy of future
problems.”⁴ We have seen many examples of the signiﬁcant cost of reac ve infrastructure at a me of crisis.
One of the core issues with the inability to be proac ve is the requirement of full cost pricing (upper bound pricing)
on commercial terms i.e. 25 years for new water infrastructure. With cataly c infrastructure such as dams, these
commercial terms will make any investment unviable. History tells us that infrastructure such as dams takes a
period of me before all water alloca ons are sold and en tlements used for urban consump on and to
create/expand the agricultural industry.

¹h ps://www.pc.gov.au/inquiries/completed/compe

on-policy/report/compol.pdf

²h p://www.agriculture.gov.au/SiteCollec onDocuments/water/Intergovernmental-Agreement-on-a-na onal-water-ini a ve.pdf
³h p://www.agriculture.gov.au/water/policy/nwi/pricing-principles
⁴h ps://www.pc.gov.au/__data/assets/pdf_ﬁle/0007/228175/water-reform.pdf
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Case Study: Tinaroo Dam
Tinaroo Dam is a case example:
Ÿ It commenced in 1958 at a cost of £12.666 million ($25.3 million)
Ÿ Storage capacity 438,000 mega litres
Ÿ Currently 61 years old and s ll has a further 100 years life
Ÿ It was originally built for the tobacco industry, in 1983/4 the produc on value of crops were $46,889,652⁵
Ÿ Tobacco growing licences in North Queensland were cancelled in 2004
Ÿ 205,000 mega litres is available for irriga on
Ÿ Town water supplies for Tinaroo, Walkamin, Mareeba, Kuranda, Mutchilba, Dimbulah and Yungaburra
Ÿ Today, some 800 farms growing a wide diversity of crops including sugar cane, mangoes, bananas, pawpaw,
citrus, avocadoes and coﬀee⁶ with a value of approximately $435million per year.

FNQROC has commissioned a study to iden fy the economic growth and viability of dams over a period longer
than 30 years, which looks at:
Ÿ Reason for dam build
Ÿ Popula on of the service area on construc on to today
Ÿ Type and value (farm gate) of industries supported by the dam today (inclusive of char ng how they came on
line over the years)
Ÿ Alloca on of water over the term of construc on to today
Ÿ Life of dam (ie Tinaroo is now 60 years and has a further 100 years life)
Ÿ State and Federal investment
Ÿ Current rate of return (economic beneﬁts) created by irrigators (i.e. es mated State and Federal taxa on
return as a result of dam infrastructure)
Ÿ Return/mega litres of water over me (at current value)
Ÿ Any indirect beneﬁts not ini ally iden ﬁed with the construc on of a dam.

⁵h ps:// narooeec.eq.edu.au/Pages/Kids%20Pages/History/Tinaroo-Dam.aspx
⁶h ps://www.sunwater.com.au/schemes/mareeba-dimbulah/

