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Dear Chair.
Gladstone Area Water Board — Water Security Assets Price Review 2027-30 Period

Gladstone Regional Council appreciates the opportunity to provide feedback on the Gladstone Area
Water Board’s (GAWB) Water Security Asset Price Review submission for the 2027-2030 period. Council
acknowledges the importance of ensuring long-term water security for the region. However, Council
holds significant concerns regarding the proposed Water Security Assets Price and its disproportionate
impact on households and small businesses, particularly given the initial industrial focus of the Fitzroy to
Gladstone Pipeline (FGP) and the lack of affordability assessments or stakeholder engagement. This
submission outlines Council’s position on the fairness, transparency, and economic implications of the
proposed pricing structure, and advocates for a more equitable approach that reflects the true
beneficiaries of the water security assets.

Background
Gladstone Regional Council (GRC) purchases bulk water from Gladstone Area Water Board (GAWB) at

prices which are monitored (not set) by the Queensland Competition Authority (QCA).

On 16th June 2025, the Treasurer and Minister for Finance, Trade, Employment and Training (Minister)
directed the QCA to conduct a price monitoring investigation relating to the monopoly business
activities of GAWB for the period from 1 July 2026 to 30 June 2030, including the appropriate prices for
water security assets (including the Fitzroy to Gladstone Pipeline! (FGP) and associated water
entitlements) for the period that provide GAWB sufficient revenue to recover certain costs. GAWB'’s
water security assets price review submission was provided to the QCA on 5th September 2025.

Proposed Water Security Price and Treatment of Reserved Demand in Price Setting

GAWB's submission (p.58) indicates that it proposes to establish a new price, the Water Security Price,
to its existing tariff structure to recoup costs associated with the water security assets from customers.
GAWB also proposes that the indicative Water Security Price of $1,406.88 per ML (2026/27 dollar
terms) be levied on all existing and new customers based on their relevant demand reservation. Under
such circumstances, Council would be levied $1,406.88 per ML of reserved demand it holds with GAWB.

1 The FGP is a unidirectional raw water pipeline to transport 30,000ML per annum from the Fitzroy River to GAWB’s network in Gladstone.
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GAWAB’s submission (p.54) indicates that the reserved demand forecasts used to derive the Water
Security Price are:
e 63,355MLin 2026/27.

e 63,836MLin 2027/28.
e 63,973MLin 2028/29.
e 64,151ML in 2029/30.

GAWB'’s submission (p.54) indicates that these reserved demand forecasts are consistent with those
applied in the determination of bulk water prices to apply from 1st July 2026 under the 2025 price
monitoring investigation. GAWB's submission (p.54) also indicates that it undertook a review of its
water seeker queue under its Queuing Guideline (Source Capacity) and did not have any new water
allotments subject to a water supply proposal, meaning that the full cost of the water security assets is
to be fully funded from existing customers. Such treatment appears unfair, and a portion of the costs
incurred must be attributable to making additional allocations available for future use and
new/augmented customer demands.

The Minister’s referral mentions appropriate prices as being:
Prices for the Water Security Assets that are consistent with the following:
(a) Allowable Costs;
(b) Reserved Demand,; and

Prices that are:

(a) smoothed over the Price Monitoring Period; and

(b) allow GAWB sufficient Allowable Revenue to recover the Allowable Costs of providing the
Monopoly Business Activities.

Reserved demand in the referral is defined as:
The total quantity of water reserved by GAWB's customers under their contractual arrangements
(including any conditional contractual arrangements) and water that is the subject of a water supply
proposal provided under GAWB's Queuing Guideline (Source Capacity).

Water security assets in the referral are defined as:
The Fitzroy to Gladstone Pipeline (FGP), and Water Allocations purchased for the purpose of
transporting via the FGP.
Water Security Assets and associated Allowable Costs are to be allocated to all customers based on
Reserved Demand.

GAWB'’s submission (p.56) indicates that that the above is a firm direction from the Minister for the cost
of water security assets being assigned equally to all reserved demand customers. It is interesting to
note that the second sentence above is included within the meaning of water security assets rather
than within the Section 24- Directions of the referral.

GAWRB's submission indicates that the FGP is being constructed entirely to ensure water security for
existing users rather than for the purposes of facilitating increased water availability for new users, via
the following statements:

All water users in the Gladstone region, including residential customers of the Gladstone Regional
Council, are exposed to the water security risks associated with GAWB’s single supply source.
Improving water security will also benefit local residents through improvements to quality of life and
in more severe water security events, the continued supply of water necessary for basic consumption
and hygiene needs. (pp.10-11)
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The development of the FGP has therefore been solely driven by the need to improve water security,
that is, to ensure that all water users in the Gladstone region - residential, small business, commercial
and industrial - can continue to have reliable access to adequate quantities of water of an
appropriate standard, including safe drinking water. While important to the Gladstone region,
enabling future potential regional growth opportunities is not a driver of the FGP. (pp.10-11)

The detailed analysis that has been undertaken, informed by practical experience in managing
recurrent periods of drought, confirmed that the Gladstone region’s sole reliance on Awoonga Dam
as a single supply source is not sustainable. The assessment of these risks and the potential economic
and social impacts on the region necessitates the FGP becoming core to ongoing supply. In other
words, it is not a contingent supply source that is only operated in periods of drought. (p.15)

While the FGP may have the potential to enable the provision of additional water supply to support
new developments in the region, such as hydrogen (which remains uncertain), demand from these
new sources was excluded from the scope of the Detailed Assessment, DBC1 and DBC2 and is instead
being considered as part of separate processes. As such, the investment decision for the FGP was
made solely to address the water security risk and was independent of any future regional growth
opportunities. (p.15)

It is extremely unfair to expect that Council and its ratepayers should contribute to the cost of GAWB's
water security assets for several reasons. The detailed assessment and detailed business case outcomes
prepared by the then Queensland Government Department of Regional Development, Manufacturing
and Water highlight net benefits of proceeding with the FGP, however, the focus of the assessments
was firmly on the estimated impacts of water restrictions on industrial users under the status quo. The
benefits versus costs for Council’s water users were relatively minor, particularly given the high degree
of reliability for Awoonga Dam relative to other regions. Further, affordability was never appropriately
considered in assessing whether to proceed with the project.

As such, inclusion of Council’s reserved demand in recouping the cost of water security assets, including
any new water allocations that may be assigned to new or existing customers, is inappropriate as the
benefits derived from the water security assets are heavily weighted towards industrial users.

Decision to Proceed with the Pipeline

The then Queensland Government Department of Regional Development, Manufacturing and Water’s
detailed assessment (p.10) indicated that water restrictions beyond level 1 would have a material
impact on industrial users, with a water security assessment for industries at most risk (i.e., aluminium
processing, electricity generation, gas production, cement production) emphasising the importance of
water security and the need for a long-term solution to mitigate the risk to these industries.

The heavy focus on the industrial benefits of the FGP is highlighted by the considerable number of
example statements in the attached to this briefing note which are sourced from the then Queensland
Government Department of Regional Development, Manufacturing and Water's detailed assessment
(2021) and detailed business case (2024).

On 23rd February 2023, a joint statement was also made by the then Premier and Minister for the
Olympic and Paralympic Games, the then Treasurer and Minister for Trade and Investment, the then
Minister for Regional Development and Manufacturing and the then Minister for Water that firmly
suggested that the pipeline would lock in water security for existing industries and unlock jobs in
renewable hydrogen and manufacturing, with these activities generating considerable jobs and gross
regional product and depending on significant quantities of water now and into the future.

No mention of Council’s water demands was made in the statement, with the focus of the reported
benefits instead being on securing water sources for industrial activity and development, including
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