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1. Introduction
The release of this guidance delivers on the commitment made by the Queensland Government in the
Queensland bulk water opportunities statement (QBWOS) released in July 2017. The QBWOS
provides the strategic framework for the Queensland Government to support and contribute to
sustainable regional economic development through better use of existing bulk water infrastructure
and prudent investment in efficient new bulk water infrastructure.
A rigorous assessment of demand is key to evaluating an opportunity for sustainable development
where it is considered the supply of water may be a constraining factor. The characteristics of the
unmet demand must be defined before potential solutions can be identified and assessed.
Understanding the scale of the water supply-demand gap at different water price points (along with
potential risks to demand at each) is crucial for assessing solution feasibility, shortlisting options and
business case evaluation.
A robust demand assessment is particularly critical when potential solutions taken forward include the
construction of expensive, long-life assets such as dams. There is a high level of uncertainty
surrounding demand for water over long periods. Additionally, demand assessments tend to be
susceptible to ‘optimism bias’, which can lead to future demand and subsequent benefits being
overestimated.
Business cases seeking state government investment should be developed in a robust manner that
provides government a high degree of confidence the service need exists and that benefits will be
realised. Noting that it is not guaranteed that the state government will fund any business case or
proposed solution, this document outlines the best practice approach to developing a water demand
profile and reflecting that demand profile within the business case. Following this approach will assist
project proponents and business case advisors develop robust business cases that:
•

sufficiently address the demand-related risks associated with water projects, and

•

are consistent with existing project assessment frameworks, including the Queensland
Treasury Project Assessment Framework, the Building Queensland Business Case
Development Framework and the Infrastructure Australia Assessment Framework.

This guidance informs water demand assessment at all stages of business case development, i.e. the
Strategic Business Case, the Preliminary Business Case and the Detailed Business Case. If project
business cases do not include robust demand assessments in line with this guidance, those projects
are less likely to be identified as suitable for more detailed assessment and development.
Proponents seeking state government investment should submit business cases consistent with this
guidance prior to commencing more detailed and costly project assessments including, for instance,
environmental impact studies.
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2. Guidance structure
Section 3 sets out the key components of, and best practice approach to developing, a robust water
demand assessment.
Section 4 sets out the local and broader economic factors to be addressed when preparing the key
components set out in Section 3.
Both Sections 3 and 4 contain checklists of requirements. Completing these checklists will ensure the
business case contains all necessary elements and addresses all relevant factors.
Section 5 lists related documents and additional recommended reading. This section contains all the
documents referred to in the Introduction.
Appendix A brings together all of the individual checklists into a single comprehensive checklist for
easy reference.
Appendix B provides guidance on financial modelling to inform the demand assessment.
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3. Water demand assessment components and process
This section describes the key components of a water demand assessment and process for
developing a suitably robust demand profile for use in each stage of a bulk water project business
case.

3.1 Demand assessment strategy
A demand assessment strategy guides the development of the demand profile.
It is critical that the demand assessment strategy identifies linkages to other elements of the business
case.
An illustration of linkages between the assessment of demand and other business case inputs and
assumptions is shown in Figure 1. Key examples include the extent to which demand is dependent on
price and the relationship between price and project design.
At the service need identification stage, a range of potential demand scenarios at different water price
points should be identified since the preferred design option (and hence water price) is unknown. The
price points should reflect a realistic and wide range of price outcomes likely to arise in the
consideration of different design options, and include consideration of full cost recovery pricing 1.
How these linkages have been made is to be demonstrated in each stage of the business case and
documented within the demand assessment strategy. An iterative approach to demand assessment is
likely to be required so that:
•

the demand profile is reflected consistently in other relevant sections of the business case,

•

while being informed by other relevant sections of the business case.

Further guidance on the assessment of optimism bias, risks and uncertainties is provided in Section
3.4.
The demand assessment strategy is to be detailed in the Strategic Business Case and then reviewed
and updated at the Preliminary Business Case and Detailed Business Case stages.

Checklist of demand assessment strategy requirements



Define timeframes, milestones and responsibility for managing the demand assessment
Determine the range of price scenarios relevant to the service need identified
Identify how other relevant sections of the business case (e.g. solution design and costings,
hydrologic modelling, commercial strategy) will inform the demand assessment
Document the customer consultation plan including identifying potential water users,
processes for consulting with them, information to be obtained from them, and how
information obtained from them will be quality-assured (see Section 3.2)
Develop the customer commitment strategy (see Section 3.3)
Describe processes to assess the impact of key uncertainties and risks associated with the
demand estimates, and to adjust demand estimates for risk (see section 3.4)

1

Full cost recovery pricing means pricing that results in the full cost of delivering a service (incl. all project
construction, operations, maintenance, renewals, and dam safety costs) being recovered from customers.
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Figure 1: Key linkages and dependencies between demand assessment and other elements of
the business case
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3.2 Customer consultation plan
Consulting with potential customers provides local context and intelligence, and is critical to
developing reliable estimates of demand.
Customer consultation will help project proponents build a profile of potential demand, as well as
better understand the underlying drivers of demand and potential risks.
Ensuring potential customers are provided with realistic information on water products and
prices, will manage expectations and result in more informed responses.
The information in this section supplements the stakeholder engagement guidance provided by
Building Queensland 2. As explained by Building Queensland, methods of consultation could include
workshops, surveys and interviews.
Potential customers are to be presented with a wide but realistic range of estimates of product
characteristics (e.g. long term annual average take, reliability, water quality, entitlement type and
duration of access) and prices that reflect uncertainties associated with the project (e.g. scenarios that
include sensitivity analysis on key components such as capital and operational expenditure). As the
project specifications are refined during the business stage process, the price range estimates
presented to customers can be narrowed.
At all stages of customer engagement, the information provided must be consistent with the latest
technical advice on scheme design, costings and hydrology, and the commercial strategy for the
project 3.
The price estimates presented to customers should include both the one-off water allocation purchase
or lease price and the ongoing annual cost to hold and use the allocation. A range of different
scenarios and price points, which reflect the uncertainty around project costs, should be put to
customers, including an indicative full cost recovery scenario. Where a price referenced assumes a
level of subsidy from government, this should be made transparent for both the customers being
consulted and within the business case.
These customer consultation requirements apply at all stages of business case development.
Checklist of customer consultation requirements



Before asking customers about likely demand for a given water product type, customers are
provided with information on the level of uncertainty around each characteristic of the water
product (e.g. reliability, price)
Before asking customers about likely demand for a given water product type, customers are
provided with estimates of water allocation purchase price and ongoing charges at a range of
price points, including at full cost recovery
The estimates of water allocation purchase prices and ongoing charges that customers are
provided are informed by the most recent technical advice on scheme design, costings and
hydrology
All information provided to customers is consistent with the proposed commercial strategy for
the project
Any price subsidy assumed has been made transparent for potential customers and within
the business case
2

Refer to www.buildingqueensland.qld.gov.au/frameworks/ for further information.
The commercial strategy defines the process for obtaining contractual commitments, how the water is to be
sold, when and to whom it is to be sold, and the expected revenues from sales and ongoing charges.

3
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3.3 Customer commitment strategy
Securing contractual commitments from customers can significantly mitigate demand risk and
provide greater certainty regarding the project’s likely financial and economic outcomes.
The customer commitment strategy must form part of the project’s commercial strategy.
Customer commitment to demand will vary according to the stage of the business case. It is expected
that customer commitments will become more defined and binding as the project progresses through
each stage.
The level of customer commitment could range from Expression of Interest processes to support the
Preliminary Business case (identify customers willing to enter into binding contracts) to establishing a
contractual commitment that provides those evaluating the Detailed Business a high level of
confidence that demand will eventuate. Even where the water product specifications are not yet
finalised, it may still be possible to develop an early contract, e.g. for a lower (minimum known)
volume with option to purchase additional water if determined available at a later point.
The required approach to obtaining an appropriate level of customer commitment at different stages
of project development is illustrated in Figure 2.
Figure 2: Customer commitment at different stages of project development
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Checklist of customer commitment strategy requirements



Identify, in consultation with government, what level of customer commitment is to be
required at each stage of project development
Inform customers at each consultation opportunity what level of commitment is required for
the project to progress
Obtain contractual commitments from customers in accordance with the strategy

10

3.4 Addressing optimism bias, risk and uncertainty
A robust demand assessment will include measures to prevent optimism bias, adjust for risk
and assess the likely impact that project uncertainties affecting demand may have on project
success.
A robust demand assessment seeks to use reliable information and produce results that factor in the
likelihood of the forecast demand eventuating.
Optimism bias, the tendency to be overly optimistic about key project parameters, is a key issue to be
managed. Optimism bias may result from:
•

insufficiently detailed information being provided to potential customers to allow them to
predict their demand accurately

•

failure to consider external influences and constraints on demand, prices and costs

•

using information that may be biased or from sources with a potential vested interest, or

•

over-reliance on customer commitments that are non-binding (see section 3.3.)

Optimism bias is to be explicitly considered when building the central demand profile. For example,
where there are varying estimates for a particular parameter, the use of upper end estimates that lead
to higher demand should be avoided unless there is strong justification. Stochastic modelling should
be considered as a means to provide a risk-adjusted central demand estimate.
Where there is uncertainty around a particular parameter used to build the demand profile, scenarios
and sensitivity analysis are to be used to help better understand and convey how changes in that
parameter will impact overall demand estimates. For example, various climate change scenarios are
to be tested for impact on the agribusinesses potential customers are planning to engage in.
While the need to address optimism bias, risk and uncertainty applies at all stages of business case
development, it is expected these will be given more detailed consideration during the later stages.

Checklist for addressing optimism bias, risk and uncertainty



Information comes from authoritative, impartial and reliable sources
Information sources used are transparent and clearly cited using a standard referencing
format
The avoidance of optimism bias is explicitly demonstrated when building a risk-adjusted
central demand profile
Potential uncertainties and risks related to key parameters are clearly identified, and their
potential impact assessed through scenarios and/or sensitivity analysis
Information is substantiated through multiple lines of evidence, for example through financial
modelling or other quantitative analysis (see Appendix B)
Appropriate peer reviews are undertaken at critical points in the assessment

11

4. Local and broader economic factors
This section identifies the types of local and broader economic factors that must be examined at each
stage of business case development to develop a robust demand profile.
An assessment of these factors driving demand should be undertaken at the Strategic Business Case
Stage and then reviewed and updated at the Preliminary and Detailed Business Case Stages to
incorporate new information (for instance from additional targeted consultation). This approach makes
information gathering more cost-effective, reduces the overall consultation burden on potential
customers, and improves decision making by identifying potential issues or improvements early on.

4.1 Current water supply-demand balance
An examination of the demand for water relative to its current supply is to be undertaken to
determine whether there already exist other means of meeting the identified need.
There are many potential sources of information when considering whether or not there is a shortage
of water in a region. All available information is to be examined, including current levels of utilisation
and pricing, alternative supply sources and trading information.
The assessment of the water supply-demand balance should consider current and future risks to
supply, such as climate change impacts on supply variability. Climate change resources are made
publically available by the Bureau of Meteorology (BOM), Commonwealth Scientific and Industrial
Research Organisation (CSIRO), and the Queensland Government. Links to these resources are
provided in section 5.

Checklist of factors to assess water supply-demand balance



Availability and utilisation of existing water supplies in the region, considering all water supply
sources (i.e. supplemented and unsupplemented surface water, groundwater)
The extent to which any available water supplies meet the requirements of different customer
groups for volume, reliability and quality
The outcomes from any recent process for the release of unsupplemented water allocations
(level of uptake and prices)
Regional water market activity (i.e. volumes and prices for water trades)
Evidence of water supply acting as a constraint on economic activity
Alternative water supplies available in neighbouring regions that could support the potential
water uses
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4.2 Agricultural demand
Agricultural demand for water is affected by a range of factors (see also Section 4.4) such as
land suitability, climate suitability, yields of crops to be irrigated and the amount of water
required. These factors and their implications for demand must be considered to develop
realistic demand profiles.
Building a robust picture of water demand requires detailed consideration of both the nature and
implementation of current and future agribusinesses to be supported by irrigation. For example, the
business case for the water infrastructure proposal is to consider:
•

how water supplied by the proposed water infrastructure is to be used by the agribusiness,

•

biophysical and other factors affecting the financial success of the agribusiness, and

•

risks that may delay or reduce the take-up of water.

The latter point is particularly relevant for greenfield agricultural developments.
The business case should provide details on the viability of the agribusiness, including risk-adjusted
profit margins. For a greenfield development or new crop, profit margins should factor in the additional
training costs, capital costs and/or other costs involved in moving to a different type of agricultural
production in the area to be supplied by the proposed water infrastructure.
Checklist of agricultural demand drivers to be assessed



Suitability of available land and soil for production of identified crops having regard to data
and information available on agronomic characteristics (e.g. Queensland Agricultural Land
Audit 4)
Any limitations on land use (e.g. zoning, vegetation clearing, requirements or restrictions
associated with the protection of the Great Barrier Reef, rising groundwater)
Current and projected crop yields for identified agricultural use
Projected water requirements for the agribusiness in terms of volume, reliability and quality
The criticality of the new water supply for the agribusiness, i.e. is production contingent upon
supply of irrigation water or will irrigation water supplement rainfall
The potential for new seed varieties or agricultural technology to impact water demand
The financial viability of the agribusiness including risk-adjusted profit margins that reflect all
input factors, including any upfront costs associated with establishing a new crop or irrigation
area
If a greenfield irrigation area or new crop is to be established, the potential for new risks (e.g.
pests and disease) to impact the financial success of the agribusiness
If a greenfield irrigation area or new crop is to be established, the likely length of time before
water is fully taken up by customers
If an already established irrigation area, any potential crop yield improvement from additional
water supply
The impact of climate change (e.g. increasing rainfall variability and evaporation, higher
temperatures) on the viability of the agribusiness (some publically available resources
published by BOM, CSIRO and the Queensland Government are suggested in section 5)
The risk of the planned agricultural usage becoming financially unviable due to changes in
other input costs, structural or economic factors (e.g. higher energy costs, loss of markets)
Agribusiness assessments have been informed by consultation with potential customers
4

https://www.daf.qld.gov.au/business-priorities/agriculture/sustainable/ag-land-audit
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4.3 Urban and industrial demand
Where the project has the potential to supply urban and industrial users, a robust assessment
must consider all factors that could materially affect urban or industrial demand.
Consideration of urban supply reliability and water restrictions is to be included at all stages of the
business case development.
The assessment of urban water demand is to include evidentiary support for consumer willingness to
pay to avoid, or willingness to accept, potential levels of water restrictions that may be required to
maintain critical supplies during drought.

Checklist of urban demand drivers to be assessed



Relevant information contained within the Regional Water Supply Security Assessment for
the applicable region (if an assessment has been conducted) 5
Local community expectations, tolerances and responses regarding frequency and severity
of urban water restrictions, including willingness to pay to avoid or willingness to accept water
restrictions
Trends in per capita urban water consumption
Population projections (e.g. the Queensland Government Statistician’s Office and Australian
Bureau of Statistics)
Risk of the population being less than forecast (e.g. a major employer closes down)
Alternatives to meeting future urban water demand (e.g. small-scale augmentations and noninfrastructure solutions such as demand management)
External factors that may impact demand, e.g. land use planning, building standards, water
use efficiency standards
Checklist of industrial demand drivers to be assessed



The water requirements of proposed industrial uses (e.g. reliability, water quality)
Industrial growth trends and projections, having regard to regional plans and Queensland
Government development policies, particularly relating to State Development Areas
Any industry-specific advances in technology that may impact water use
Likely term of any industrial need for water (e.g. a limited-life mine)
The extent to which other external factors may impact on the cost and viability of industrial
production (e.g. increasing energy costs)

5

Published Regional Water Supply Security Assessments are available at
https://www.business.qld.gov.au/industries/mining-energy-water/water/industry-infrastructure/supplyplanning/security/security-assessments
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4.4 Access to other infrastructure
Infrastructure access is a key driver of water demand. The demand assessment is to review
the region’s broader infrastructure capabilities relevant to the identified water uses.
Without complementary infrastructure, there is a significant risk that the area (and subsequent water
demand) will take a long time to develop and/or may require further government investment. For
instance, a new irrigation area relies on not only water distribution infrastructure but also a road
network, energy infrastructure and processing or export facilities within a suitable distance. The
business case for water infrastructure should identify any other gaps in key infrastructure and
consider (in consultation with potential customers) what these gaps may mean for potential water
demand.
Checklist of infrastructure factors to be assessed



Existence of established water supply and delivery infrastructure for the supply of water to
identified user groups
Existence of complementary water infrastructure, e.g. pipelines, channels
Existence of transport infrastructure (road, rail, ports, airports) to connect water users with
key markets (domestic and export) and key production inputs
Existence of established agricultural supply chains linking producers to key markets and, if
not, the additional costs to establish supply chains
Existence of energy infrastructure with capacity required to support the identified water uses
Existence of digital telecommunications services, having regard to network coverage,
reliability and speed required to support the proposed use
Existence of sufficient processing capacity, particularly for agricultural producers (e.g. cotton
gins, fruit/berry processing/packing/cannery facilities, meat works)

4.5 Commodity markets
Conditions in downstream commodity markets can affect demand for water in the short and
long term. A robust demand assessment must consider how demand for water may be
affected by changing demand and prices for the goods produced with that water.
The business case must identify any key downstream market risks or opportunities, and proponents
(in consultation with potential customers) should assess their potential impact on water demand.
Checklist of market factors to be assessed



The proposed marketing and contracting arrangements for goods produced with the water
and any risks or efficiencies in these arrangements
Medium to long-term market demand and supply (both domestic and international) and price
projections for commodities being produced
Potential for the proposed increased output to crowd out other producers within Queensland
or Australia more broadly
Potential for the proposed increased output to impact prices in relevant markets, and
subsequently impact the viability of the proposed business opportunity
Other factors that may impact market supply-demand for commodities (e.g. legislation and
regulatory arrangements, free trade agreements, import quotas)
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5. Related documents and additional recommended reading
Queensland Bulk Water Opportunities Statement
Department of Natural Resources, Mines and Energy (2018), Queensland Bulk Water Opportunities
Statement, State of Queensland, accessed 16/5/2019,
https://www.dnrme.qld.gov.au/__data/assets/pdf_file/0007/1426336/qbwos-2018.pdf
Project assessment and business case frameworks
Building Queensland (2016), Business Case Development Framework Overview, State of
Queensland, accessed 16/5/2019, http://buildingqueensland.qld.gov.au/frameworks/
Infrastructure Australia (2018), Assessment Framework, Commonwealth of Australia, accessed
16/5/2019, https://infrastructureaustralia.gov.au/policypublications/publications/files/IFA_Infrastructure_Australia_Assessment_Framework_Refresh_v26_lo
wres.pdf
Queensland Treasury (2015), Project Assessment Framework, State of Queensland, accessed
16/5/2019, https://s3.treasury.qld.gov.au/files/paf-policy-overview.pdf
Climate change resources
Bureau of Metrology (2019), Climate data online, Commonwealth of Australia, accessed 6/8/2019,
http://www.bom.gov.au/climate/change/#tabs=Tracker&tracker=timeseries
Commonwealth Scientific and Industrial Research Organisation (2017), Climate projections,
Commonwealth of Australia, accessed 6/8/2019,
https://www.climatechangeinaustralia.gov.au/en/climate-projections/
Department of Environment and Heritage Protection (2017), Queensland climate adaptation strategy
2017-2030, Queensland Government, accessed 6/8/2019,
https://www.qld.gov.au/environment/climate/climate-change/adapting
Department of Environment and Science (2018) Queensland future climate dashboard, Queensland
Government, accessed 6/8/2019,
https://app.longpaddock.qld.gov.au/dashboard/
Queensland Government (undated), Climate change in Queensland, Queensland Government, accessed
6/8/2019,
http://qgsp.maps.arcgis.com/apps/MapJournal/index.html?appid=1f3c05235c6a44dcb1a6faebad4683f
c
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Appendix A: Consolidated checklist for water demand
assessment
Water demand assessment components and process
1

Define timeframes, milestones and responsibility for managing the demand assessment
[section 3.1]

2

Determine the range of price scenarios relevant to the service need identified [section
3.1]

3

Identify how other relevant sections of the business case (e.g. solution design and
costings, hydrologic modelling, commercial strategy) will inform the demand assessment
[section 3.1]

4

Document the customer consultation plan including identifying potential water users,
processes for consulting with them, information to be obtained from them, how
information obtained from them will be quality-assured [section 3.2]

5

Develop the customer commitment strategy [section 3.3]

6

Describe processes to assess the impact of key uncertainties and risks associated with
the demand estimates, and to adjust demand estimates for risk [section 3.4]

7

Before asking customers about likely demand for a given water product type, customers
are provided with information on the level of uncertainty around each characteristic of the
water product (e.g. reliability, price) [section 3.2]

8

Before asking customers about likely demand for a given water product type, customers
are provided with estimates of water allocation purchase price and ongoing charges at a
range of price points, including at full cost recovery [section 3.2]

9

The estimates of water allocation purchase prices and ongoing charges that customers
are provided are informed by the most recent technical advice on scheme design,
costings and hydrology [section 3.2]



10 All information provided to customers is consistent with the proposed commercial
strategy for the project [section 3.2]
11 Any price subsidy assumed has been made transparent for potential customers and
within the business case [section 3.2]
12 Identify, in consultation with government, what level of customer commitment is to be
required at each stage of project development [section 3.3]
13 Inform customers at each consultation opportunity what level of commitment is required
for the project to progress [section 3.3]
14 Obtain contractual commitments from customers in accordance with the strategy [section
3.3]
15 Information comes from authoritative, impartial and reliable sources [section 3.4]
16 Information sources used are transparent and clearly cited using a standard referencing
format [section 3.4]
17 The avoidance of optimism bias is explicitly demonstrated when building a risk-adjusted
central demand profile [section 3.4]
18 Potential uncertainties and risks related to key parameters are clearly identified, and their
potential impact assessed through scenarios and/or sensitivity analysis [section 3.4]
19 Information is substantiated through multiple lines of evidence, for example through
financial modelling or other quantitative analysis [section 3.4]
20 Appropriate peer reviews are undertaken at critical points in the assessment [section 3.4]
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Local and broader economic factors



21 Availability and utilisation of existing water supplies in the region, considering all water
supply sources (i.e. supplemented and unsupplemented surface water, groundwater)
[section 4.1]
22 The extent to which any available water supplies meet the requirements of different
customer groups for volume, reliability and quality [section 4.1]
23 The outcomes from any recent process for the release of unsupplemented water
allocations (level of uptake and prices) [section 4.1]
24 Regional water market activity (i.e. volumes and prices for water trades) [section 4.1]
25 Evidence of water supply acting as a constraint on economic activity [section 4.1]
26 Alternative water supplies available in neighbouring regions that could support the
potential water uses [section 4.1]
27 Suitability of available land and soil for production of identified crops having regard to
data and information available on agronomic characteristics (e.g. Queensland Agricultural
Land Audit) [section 4.2]
28 Any limitations on land use (e.g. zoning, vegetation clearing, requirements or restrictions
associated with the protection of the Great Barrier Reef, rising groundwater) [section 4.2]
29 Current and projected crop yields for identified agricultural use [section 4.2]
30 Projected water requirements for the agribusiness in terms of volume, reliability and
quality [section 4.2]
31 The criticality of the new water supply for the agribusiness, i.e. is production contingent
upon supply of irrigation water or will irrigation water supplement rainfall [section 4.2]
32 The potential for new seed varieties or agricultural technology to impact water demand
[section 4.2]
33 The financial viability of the agribusiness including risk-adjusted profit margins that reflect
all input factors, including any upfront costs associated with establishing a new crop or
irrigation area [section 4.2]
34 If a greenfield irrigation area or new crop is to be established, the potential for new risks
(e.g. pests and disease) to impact the financial success of the agribusiness [section 4.2]
35 If a greenfield irrigation area or new crop is to be established, the likely length of time
before water is fully taken up by customers [section 4.2]
36 If an already established irrigation area, any potential crop yield improvement from
additional water supply [section 4.2]
37 The impact of climate change (e.g. increasing rainfall variability and evaporation, higher
temperatures) on the viability of the agribusiness [section 4.2]
38 The risk of the planned agricultural usage becoming financially unviable due to changes
in other input costs, structural or economic factors (e.g. higher energy costs, loss of
markets) [section 4.2]
39 Agribusiness assessments have been informed by consultation with potential customers
[section 4.2]
40 Relevant information contained within the Regional Water Supply Security Assessment
for the applicable region (if an assessment has been conducted) [section 4.3]
41 Local community expectations, tolerances and responses regarding frequency and
severity of urban water restrictions, including willingness to pay to avoid or willingness to
accept water restrictions [section 4.3]
42 Trends in per capita urban water consumption [section 4.3]
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43 Population projections from the Queensland Government Statistician’s Office [section
4.3]
44 Risk of the population being less than forecast (e.g. a major employer closes down)
[section 4.3]
45 Alternatives to meeting future urban water demand (e.g. small-scale augmentations and
non-infrastructure solutions such as demand management) [section 4.3]
46 External factors that may impact on demand, e.g. land use planning, building standards,
water use efficiency standards [section 4.3]
47 The water requirements of proposed industrial water uses (e.g. reliability, water quality)
[section 4.3]
48 Industrial growth trends and projections, having regard to regional plans and Queensland
Government development policies, particularly relating to State Development Areas
[section 4.3]
49 Any industry-specific advances in technology that may impact water use [section 4.3]
50 Likely term of any industrial need for water (e.g. a limited-life mine) [section 4.3]
51 The extent to which other external factors may impact on the cost and viability of
industrial production (e.g. increasing energy costs) [section 4.3]
52 Existence of established water supply and delivery infrastructure for the supply of water
to identified user groups [section 4.4]
53 Existence of complementary water infrastructure, e.g. pipelines, channels [section 4.4]
54 Existence of transport infrastructure (road, rail, ports, airports) to connect water users
with key markets (domestic and export) and key production inputs [section 4.4]
55 Existence of established agricultural supply chains linking producers to key markets and,
if not, the additional costs to establish supply chains [section 4.4]
56 Existence of energy infrastructure with the capacity required to support the identified
water uses [section 4.4]
57 Existence of digital telecommunications services, having regard to network coverage,
reliability and speed required to support the proposed use [section 4.4]
58 Existence of sufficient processing capacity, particularly for agricultural producers (e.g.
cotton gins, sugar mills) [section 4.4]
59 The proposed marketing and contracting arrangements for goods produced with the
water and any risks or efficiencies in these arrangements [section 4.5]
60 Medium to long-term market demand and supply (both domestic and international) and
price projections for commodities being produced [section 4.5]
61 Potential for the proposed increased output to crowd out other producers within
Queensland or Australia more broadly [section 4.5]
62 Potential for the proposed increased output to impact prices in relevant markets, and
subsequently impact the viability of the proposed business opportunity [section 4.5]
63 Other factors that may impact market supply-demand for commodities (e.g. legislation
and regulatory arrangements, free trade agreements, import quotas) [section 4.5]
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Appendix B: Financial modelling
For agricultural water demand, financial modelling involves developing enterprise-level models to
assess the financial viability of the proposed production system. This financial modelling is typically
informed by a combination of publicly available information on crop production in the relevant region,
expert advice (e.g. from agronomists) and information obtained through consultation with producers.
Enterprise-level financial modelling requires estimates to be derived for the following parameters for
each crop type:
•

Land preparation and crop establishment costs

•

Other establishment costs (e.g. land and equipment purchases if a newly established
irrigation area)

•

Irrigation application rate

•

Crop yield

•

Farm-gate price

•

Pre-harvest, harvest and post-harvest costs (e.g. land preparation, planting, packing,
marketing)

•

Fixed costs (e.g. insurance, machinery, rates)

The resulting model will show the financial return (profit margin) possible for a typical production
system in the project area. These agribusiness-level models can then be used to assess the financial
return that could potentially be derived from increasing the irrigation application rate and thus
expected crop yield.
As with the water demand assessment more generally, the financial modelling should be adjusted to
account for risk, for instance, the risk to crop yield, costs and prices. This agribusiness level modelling
should be provided as part of the business case documentation for the water infrastructure proposal.
The modelling results will indicate water users’ potential capacity to pay, as well as the potential
economic benefit of the infrastructure project. The results can also substantiate information gathered
from customer consultation and increase confidence in the financial and economic feasibility of the
project.
Where information is available, a similar quantitative approach should be applied to industrial water
demand. As for agribusiness-level modelling, the costs and analysis should be appropriate to the
likely development, e.g. expansion of existing production versus establishment of a new enterprise.
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