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http://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Regulatory-policy/Market-Update
http://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Regulatory-policy/Market-Update
http://www.ipart.nsw.gov.au/Home/Industries/Local-Government/Local-Infrastructure-Contributions-Plans/Local-Government-discount-rate
http://www.ipart.nsw.gov.au/Home/Industries/Local-Government/Local-Infrastructure-Contributions-Plans/Local-Government-discount-rate
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https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Regulatory-policy/WACC
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Regulatory-policy/WACC
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https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Regulatory-policy/IPART-cost-building-block-and-pricing-model
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Indicative water supply system Present value 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2032 2032 2032 2032 2032 2032 2032 2032 2032 2032 2032

Discount rate 7%

Turvey approach

Difference in present value of expenditure (A-B) 85,842                 

Difference in present value of demand (with & without shock) 14.7944               

LRMC (PV expenditure / PV volumes) 5.8                        

Without shock

Supply (without shock) ML/year 9              9              9              9              9                 9                 9                    9                 9                 15              15              15              15              15              15              15              15              15              15              15              15              15              

Demand (without shock) ML/year 84.694          1.0           2.0           3.0           4.0           5.0              6.0              7.0                 8.0             9.0             10.0           11.0           11.0           11.0           11.0           11.0           11.0           11.0           11.0           11.0           11.0           11.0           11.0           

Capital expenditure (annuity) $2020-21 -           -           -           -           -              -              50,000          50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       

Operating expenditure $2020-21 -           -           -           -           -              -              -                -             -             10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       

A: Total expenditure $2020-21 385,409       -           -           -           -           -              -              50,000          50,000       50,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       

With shock

Supply (shocked demand) ML/year 9              9              9              9              9                 9                 9                    15              15              15              15              16              17              18              19              20              21              22              23              24              25              26              

Demand (with shock) ML/year 99.489          2.3           3.3           4.3           5.3           6.3              7.3              8.3                 9.3             10.3           11.3           12.3           12.3           12.3           12.3           12.3           12.3           12.3           12.3           12.3           12.3           12.3           12.3           

Capital expenditure $2020-21 -           -           -           -           50,000       50,000       50,000          50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       

Operating expenditure $2020-21 -           -           -           -           -              -              -                10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       

B: Total expenditure $2020-21 471,250       -           -           -           -           50,000       50,000       50,000          60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       

Average Incremental Cost (AIC) approach

Present value of expenditure required to meet growth 385,409               

Growth in demand 73                          

LRMC (PV expenditure / PV volumes) 5.3                        

Without shock

Supply ML/year 9              9              9              9              9                 9                 9                    9                 9                 15              15              16              17              18              19              20              21              22              23              24              25              26              

Demand ML/year 1              2              3              4              5                 6                 7                    8                 9                 10              11              11              11              11              11              11              11              11              11              11              11              11              

Existing demand ML/year 1              1              1              1              1                 1                 1                    1                 1                 1                 1                 1                 1                 1                 1                 1                 1                 1                 1                 1                 1                 1                 

Growth in demand (compared to today) ML/year 73                 -           1              2              3              4                 5                 6                    7                 8                 9                 10              10              10              10              10              10              10              10              10              10              10              10              

Capital expenditure $2020-21 -           -           -           -           -              -              50,000          50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       50,000       

Operating expenditure $2020-21 -           -           -           -           -              -              -                -             -             10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       10,000       

Expenditure required to meet growth in demand $2020-21 385,409       -           -           -           -           -              -              50,000          50,000       50,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       60,000       
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Turvey approach

Supply (without shock) Demand (without shock)

Supply (shocked demand) Demand (with shock)

Shocking demand brings forward investment. The 

difference in the present value of the costs divided 

by the present value of the change in demand is 

the LRMC.

Investment to expand capacity 

is required earlier
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Average incremental cost (AIC) approach

Supply Demand Existing demand

Investment is required to 

meet growth in demand
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