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Sunwater‘s Draft Pricing Proposal
(2025-26 to 2028-29)

The proposal we are presenting is an early estimate of what we expect to include in our 
proposal on 30 November 2023

FIRST LOOK AT DRAFT FUTURE PRICES

Context / background

Draft costs and prices

Some change proposals for customer feedback

Please feel free to ask questions during or after the 
presentation.

A copy of the Draft Pricing Proposal for your scheme is 
available today and via our website.

You can also get in touch at pricepath@sunwater.com.au

All schemes

Your scheme

Your scheme
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Our draft cost and pricing proposal is reflective of a challenging operating environment and a 
desire for meaningful engagement with customers as we develop prices for the next period

CONTEXT / BACKGROUND

A challenging operating 
environment

A strong customer voice

Key themes impacting our operating environment over the past few years and our cost forecasts for the coming price period, include:

• global events such as COVID19 and the war in Ukraine have had implications for both inflation and availability of goods and services 
(including labour)

• natural disasters – both here and overseas – have continued to place upward pressure on insurance premiums

• national and international factors have contributed to higher energy prices

• rising interest rates have increased the cost of debt

• an aging workforce – particularly in regional areas – meaning we need to invest in resilience and business continuity

• Aging assets requiring continued monitoring and maintenance

• Increased regulation

We have been engaging with customers (via Stage 1 engagement program) and peak body representative groups (via a Consultative
Committee) to identify any issues we need to consider as part of our proposal, and to ensure our customers are aware of, and able to 
participate in, the irrigation price path review process.

The Consultative Committee has also helped to shape three proposals on which we are seeking specific feedback from customers:

• renewals cost recovery – our first proposal relates to the methodology we apply to the recovery of renewals expenditure

• electricity cost recovery – in our seven schemes with large electricity consuming pump stations, we also have a proposal for a permanent 
and symmetrical electricity cost pass-through mechanism

• service and performance plan refresh – a proposal for a revamp of the service and performance planning process and content, delivering a 
greater and more timely focus on reporting of actuals.
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Our proposal is also reflective of a desire to continue to deliver against the things our 
customers tell us matter most to them and their business

Our ongoing engagement in each of our price-regulated schemes highlights the importance of:

1. Price, affordability and value for money

2. Trust that Sunwater is managing the business responsibly, controlling costs, managing assets prudently and keeping prices as low as 
possible

3. Water security and availability

4. Service reliability and minimal interruptions

5. Water quality and fit for purpose services

6. Sustainability for the future

7. Personal customer service – not automated, not computerised, but actual people to talk to when customers need something.

CUSTOMER PRIORITIES
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We want your feedback on this draft proposal before we finalise and submit on 30 November

WHAT NEXT?

Capture feedback and refine
Between now and 30 November, when we submit our proposal to the QCA, Sunwater will be:

• capturing customer feedback on our first look at draft future prices and proposals for change

• conducting a review of the prudency and efficiency of our draft cost forecasts

• updating the base year (2022-23) values to reflect the June 2023 actuals

• updating inflation and cost of debt metrics (relevant to weighted average cost of capital and annuity contribution).

Feedback

• Your feedback will be critical to our decision making when it comes to the renewals and electricity cost recovery.

• Please take some time to read and understand our proposals (reach out to us if you need further information) and tell 
us what you think.
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Developing draft prices
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Inflation has been significantly higher than the QCA expected in 2020 when it set our current 
cost allowances and prices

CHALLENGING OPERATING ENVIRONMENT - INFLATION
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• Final opex allowances set by the QCA in 
January 2020 included inflation 
assumptions. 

• Actual inflation in the past two years has 
been significantly higher – using either an 
Australia-wide or Brisbane index.

FY2021 FY2022 FY2023 FY2024 FY2025

QCA inflation assumption (%) 4.39% 2.20% 2.15% 2.24%

Total QCA allowance $61,736 $64,448 $65,865 $67,280 $68,787

Comparison with actual inflation (net of 0.2% efficiency factor)

All groups - Australia (March values) 4.89% 6.82%

$64,754 $68,844

All groups - Brisbane (March values) 5.81% 7.22%

$65,321 $69,102

Difference $2,979 - $3,237

Accounting for the impacts of actual inflation 
since FY2021 the QCA’s FY2023 allowance 
would be $2.9m to $3.2m higher
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Price

Labour is Sunwater’s biggest cost category and is impacted by both the cost of labour and 
the need to meet new and emerging risks and obligations

CHALLENGING OPERATING ENVIRONMENT - LABOUR
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• Tight labour market – impacted by COVID border closures

• Wage price index (March to March) has been steadily rising over the past three years (1.4% March 2021 to 3.7% March 2023)

• Wage increases - current EBA (yet to be signed has 4.5% increase for 2022-23 and 2023-24 financial years)

Quantity
• Sunwater manages our organisation to ensure the right people are in the right place, at the right time. This allows us to continue 

delivering services that customers need

• Our changing workforce

‒ approximately 18% of the workforce will retire within the next five to ten years (56+ years)

‒ employees reaching retirement age will predominantly impact Operations (25% of division)

‒ entry level positions have been recruited within Operations to support the life-cycle of personnel in this area

• Compliance with ever increasing expectations / obligations 

‒ ever evolving cyber-security threats

‒ procurement and supply chain obligations (e.g. relating to modern slavery)

‒ dam safety 

‒ climate change, extreme weather and business resilience



Insurance cost headwinds

Sunwater is doing all it can to keep insurance costs down, but external factors mean costs 
have been, and continue to be high

CHALLENGING OPERATING ENVIRONMENT - INSURANCE
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Addressing an under-recovery in the current period

• Insurance premiums have no direct correlation to CPI

• Insurers base their required premium returns on:

‒ their own exposure ‘book’ / profitability e.g. insurers
seeking to ‘claw back’ losses from large natural catastrophes

‒ the risk profile of an insured e.g. are they a business that 
understands and manages risk?

• Sunwater has a strong insurance renewal program based on regular on-going 
engagement and a strong relationship with its insurers – the better they 
understand our business, the lower the risk premium they apply.

• Upward pressure on insurance costs will be reflected in a “base year” (IPP25) 
insurance value that is $1.5m higher than the QCA’s previous allowance for 
the same year.

• Sunwater has included strong price escalation for two years, reverting to 
expectation by the end of the forecast period. 

Year
Declared Asset 

Value ($b)
Total Insurance 
Cost for ($m)

Insurance Cost 
for RSC ($m)

QCA 2019 ($m) Under-recovery 
by year

FY21 (actual) 13.1 13.2 9.2 7.6 1.6

FY22 (actual) 11.8 13.2 8.3 7.6 0.6

FY23 (actual) 12.6 14.4 9.2 7.7 1.5

FY24 (forecast) 14.3 16.6 9.1 7.4 1.8

FY25 (forecast) 14.3 17.9 9.8 7.4 2.4

75.3 45.6 37.7 7.9

• The QCA recognised the cost risk associated with insurance in its Final Report.

• Report included option for Sunwater to explore an end of period revenue 
adjustment.

• We have under-recovered over the past three years and we expect under-recovery 
to continue in FY24 and FY25.

• We intend to seek to utilise the end-of-period revenue adjustment mechanism and 
have included an allowance for this in the costs and prices presented here.



Draft costs

Sunwater allocates its operating (and capital) costs across its portfolio of price-regulated and 
unregulated schemes, and major projects

IN-SCOPE COSTS 

Operating expenditure

Renewals expenditure

$257.0m $47.1m

$55.3m

$55.4m

$99.1m $26.2m

$72.9m

$0.0m

$50.0m

$100.0m

$150.0m

$200.0m

$250.0m

$300.0m

Total operating
expenditure

Depreciation Major projects and
other activities

Non-regulated service
contracts

Regulated service
contracts

Other opex costs (e.g.
renewals)

Base year (actual)
regulated opex

Derivation of in-scope operating expenditure (2022-23)

Regulated service contracts

These costs are not relevant to prices 
in our regulated service contracts
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$72,866
$2,961 $75,828

$7,166

$8,652 $1,921 $1,911 $1,961 $97,439

Base year Base year
adjustments

FY23 Trend (FY24-25) ∆FY26 ∆FY27 ∆FY28 ∆FY29 FY29

Opex build from base year (FY23) to end of period (‘000s)

Operations - directs (excl elec, ins, IGEM) Maintenance (Pre&Corr) Electricity Indirects Insurance Insurance recovery allowance Billing system renewal

Operating expenditure

We have developed opex forecasts for 2025-26 to 2028-29 using QCA’s preferred base-step-
trend methodology

BASE-STEP-TREND FORECAST

• Set around a base year of 2022-23 
(actuals plus forecast)

• Some adjustments to reflect costs that 
are “unusual” in 2022-23 (for example, 
pumping costs for electricity are 
historically low due to the relative wet 
year)

• Cost escalation (inflation) assumptions

• Expected “step changes” in cost over the 
pricing period

• A recovery allowance for insurance, 
reflecting the under-recovery of 
insurance during the current period

Base-year Step changes and trends
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Essential business functions

Our indirects category includes business critical functions such as local management, billing 
and compliance, information technology, human resources and finance

INDIRECTS REFLECT ESSENTIAL BUSINESS FUNCTIONS
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The “indirects” category is used for cost allocation purposes and represents a number of essential business functions.

It is predominantly labour but includes plant and equipment, such as ICT infrastructure and head office leases.

• Procurement – critical in ensuring Sunwater procures goods and services required to provide irrigation services at the most 
efficient price, and that the water industry market is kept fair and competitive in nature

• Human resources – critical in ensuring Sunwater staff are trained, qualified, skillful and capable of providing quality, value for 
money irrigation services to customers, compliant with work health safety legislation and regulation

• ICT – critical in ensuring the Sunwater business is digitally capable, efficient and effective; secures commercial and customer data, 
and assets against cyber threats and attacks; necessary to meet legislated and Government policy-driven cyber security 
requirements

• Finance – critical to monitoring and managing business finance to ensure optimal financial outcomes for Sunwater and 
customers; necessary to meet corporate and business management legislation and regulation

• Pricing and regulation – drives robust review and challenge to business planning, ensuring compliance with economic regulation 
and that all expenditure is prudent and efficient; allows independent regulatory oversight and review of expenditure, revenue and 
prices to ensure fair outcomes for customers in a monopoly market

• Customer contact, engagement and stakeholder management – ensures good customer service for all irrigation customers, and a 
voice in business planning and regulatory processes that impact customer services



Planning to maintain and renew your 
assets

We have also developed renewals expenditure forecasts for 2025-26 to 2057-58 to support 
the calculation of a renewals annuity contribution for the pricing period

DEVELOPING A RENEWALS EXPENDITURE FORECAST
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• Sunwater has a comprehensive suite of asset management plans 
and strategies which define and standardise our approach to the 
management of our assets

• The identification of planned corrective maintenance activities is 
initially driven by a combination of the asset age, condition and 
risk

• Other drivers exist that may generate works including: 

‒ reports identifying assets or systems below the desired target 

‒ Service and Asset Initiatives may arise from the Corporate 
plan, Statement of Corporate Intent or other sources

‒ Compliance based projects may be required to meet changes 
in standards

• This process provides Sunwater with the assurance it needs to 
prepare a 5-year renewals plan that underpins corporate 
planning and price review processes



Scheme Level Summary
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Costs and prices are a function of the major assets, key operations and maintenance 
activities and total entitlements within the scheme

SCHEME OVERVIEW
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Our customer service standards also drive the work we do and influence our operations and 
maintenance costs

CURRENT SERVICE STANDARDS

Eton Service Targets Target

Planned shutdowns – notification For shutdowns planned to exceed 2 weeks 8 weeks

For shutdowns planned to exceed 5 days 3 weeks

For shutdowns planned to be less than 3 
days

2 days

Unplanned shutdowns – duration During Peak Demand Period 48 hours

Outside Peak Demand Period 5 working days

Unplanned shutdowns – notification Affected customers will be notified of the 
likely duration of the interruption to supply

Within 24 hours of SunWater learning of 
the event or by the end of the first 
business day following the event, 
whichever is the earlier

Maximum number of interruptions Planned or unplanned interruptions per 
water year

10 working days

Meter repairs Faults causing restrictions to supply will be 
repaired

10 working days

Complaints and enquiries Initial response (Acknowledge) 5 working days

Resolve or provide written response 21 days



Scheme level operating expenditure forecasts have been developed for the 2025-26 to 
2028-29 period using the base-step-trend methodology
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• Scheme operating costs are growing at 
an average annual rate (inclusive of 
inflation) of 5.7% from 2022-23 (opex
base year value) to 2028-29.

• Values shown in 2025-26 include step 
change allowances for the renewal of 
Sunwater’s billing system and an 
insurance recovery allowance.

• QCA values shown represent the level 
of opex that is included in current 
period (2020-21 to 2024-25) prices.

OPERATING EXPENDITURE FORECAST

$1,838
$1,953 $2,034

$2,410 $2,459 $2,511 $2,563

$1,898 $1,938 $1,981
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Eton WS - Opex forecast - 2022-23 (base year) to 2028-29 ('000s)

Opex - interim year forecast

Opex - Pricing period forecast

Opex - base year

QCA Opex
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Scheme level renewals expenditure forecasts (33 years) have been developed to underpin a 
renewals contribution forecast for the 2025-26 to 2028-29 period

RENEWALS EXPENDITURE FORECAST & ANNUITY CONTRIBUTION

• The scheme annuity contribution is 
growing at an average annual rate 
(inclusive of inflation) of 2.5% from 
2022-23 to 2028-29.

• Annuity forecast values shown are 
based on a roll-forward of actual 
expenditure in the current period 
(2020-21 to 2024-25), an updated 
WACC forecast and a revised long-term 
expenditure forecast.

$776 $792 $811 $813 $833 $850
$898
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Eton WS - Annuity contribution - 2022-23 to 2028-29 ('000s)
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Draft prices show both lower bound cost reflective prices and recommended prices which 
apply the Government’s maximum annual price change rule

DRAFT FORECAST PRICES

• Part A-MP prices are 
forecast to grow at an 
average annual rate 
(inclusive of inflation) of 
4.9% from 2022-23 to 
2028-29.

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

Prices shown do NOT include the 15% discount currently applied to irrigation prices consistent with the terms of the referral notice
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• Part B prices are forecast 
to grow at an average 
annual rate (inclusive of 
inflation) of 9.0% from 
2022-23 to 2028-29.$34.31 $35.08 $35.87 $39.39 $43.09 $44.48 $45.70 

$35.08 $35.87 $36.67 
$42.13 $43.29 $44.48 $45.70 
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Eton (high B priority) Part A
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• Part A-HP prices are 
forecast to grow at an 
average annual rate 
(inclusive of inflation) of 
3.6% from 2022-23 to 
2028-29.
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$7.03 
$4.29 $4.39 $4.49 

$6.48 $6.66 $6.84 $7.03 

$0.0

$2.0

$4.0

$6.0

$8.0

$10.0

2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29

Eton (high A priority local management supply) Part B
($/ML) 

• Part B prices are forecast 
to grow at an average 
annual rate (inclusive of 
inflation) of 9.0% from 
2022-23 to 2028-29.

Draft prices show both lower bound cost reflective prices and recommended prices which 
apply the Government’s maximum annual price change rule

DRAFT FORECAST PRICES

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

Prices shown do NOT include the 15% discount currently applied to irrigation prices consistent with the terms of the referral notice
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• Part A-MP prices are 
forecast to grow at an 
average annual rate 
(inclusive of inflation) of 
4.9% from 2022-23 to 
2028-29.

• Part B prices are forecast 
to grow at an average 
annual rate (inclusive of 
inflation) of 9.0% from 
2022-23 to 2028-29.$34.31 $35.08 $35.87 $39.39 $43.09 $44.48 $45.70 

$35.08 $35.87 $36.67 
$42.13 $43.29 $44.48 $45.70 
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Price setting process and 
detail
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Overview of the price setting process



25



26



27



28



Proposal relating to “risk” 
priority entitlements
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Background

• The Eton WSS services customers with non-standard bulk water services in the form of risk priority allocations for water sourced via the Mirani Diversion 
Channel. It also has High A (High) and High B (Medium) Priority entitlements.

• Risk priority charges are currently unregulated, while High-B priority allocations are subject to a regulated charge.

• There are 504 ML of risk priority water access entitlements. The highly uncertain nature of this water contributes to historical average annual usage of 
9 percent (43.5ML).

• Charges for Mirani Diversion Channel customers are set as a 100% volumetric tariff. 

• The combination of a 100 percent volumetric tariff and low levels of water usage creates a structural deficit when it comes to revenue recovery from this 
group of customers. Sunwater cannot fully recover costs assigned to this customer group, unless all customers in each group are allocated and use 100 
percent of their entitlement each year. 

Proposal

• To remove the 504 ML in risk priority entitlements from the calculation of Part A and Part B charges within the Eton Scheme AND treat any revenue 
earned from the Mirani Diversion Channel entitlements as a revenue offset.

• Continue to charge Mirani Diversion Channel entitlements with a risk priority a 100% volumetric tariff calculated as the sum of Part A and Part B charges.

Sunwater is proposing to address an issue resulting in a structural under-recovery of costs 
from risk priority entitlement holders within the Eton scheme

PROPOSAL TO CORRECT TREATMENT OF RISK PRIORITY ENTITLEMENTS
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Current

• Part A (high and medium priority) and Part B charges are set with reference to 
this total volume inclusive of the risk priority volume which is included in the 
Part A medium priority charge calculation

The proposal removes risk priority entitlements from the calculation of Part A and Part B 
charges, and treats revenue earned from risk priority entitlements as an offsetting revenue

PROPOSAL TO CORRECT TREATMENT OF RISK PRIORITY ENTITLEMENTS

Proposed

• Part A (high and medium priority) and Part B charges are set with reference to 
this total volume exclusive of the risk priority volume which is no longer 
included in the Part A medium priority charge calculation

Sunwater prices risk priority entitlement water differently in other schemes
(e.g. Upper Condamine)
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up to 35 cents (2028-29) and a Part B charge uplift of 6 cents
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COMPARISON OF PRICES BEFORE AND AFTER EXCLUSION OF RISK PRIORITY ENTITLEMENTS

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

Current state (inclusive of risk priority entitlements) Future state (exclusive of risk priority entitlements)Part A – High B Priority Part A – High B Priority

Tariff Group: Eton High B Priority

Current state (inclusive of risk priority entitlements) Future state (exclusive of risk priority entitlements)Part B Part B

$34.31 $35.08 $35.87 $39.39 $43.09 $44.82 $46.05 
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Possible Renewals Funding 
Methodology Change

33



34

• This is a DRAFT proposal only – we are not committed to making this change.

• Customer feedback will be critical to our decision making on this proposal – it is highly unlikely we will look to proceed with this change if it does not have 
customer support.

• Sunwater to explore a proposal to shift the way we ask customers to fund our renewals expenditure.

• We are proposing this to align Sunwater with best practice pricing and to deliver improved transparency, simplicity and efficiency in the way we forecast 
costs and recover them through your prices.

• The proposal involves a change from an annuity contribution (a key element of your current prices) to a regulated asset base (RAB) form of cost recovery 
for renewals expenditure.

Prior to finalising its pricing proposal in November, Sunwater is exploring a proposal to 
change the way renewals expenditure is funded through your prices

POSSIBLE RENEWALS FUNDING METHODOLOGY CHANGE
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1. Sunwater’s irrigation prices are set to recover a lower bound revenue allowance.

2. A lower bound revenue allowance gives us the revenue we need to fund the operation, maintenance and renewal of our assets.

3. That lower bound revenue allowance currently comprises two primary building blocks: 

a. an operating expenditure building block

b. a renewals expenditure building block, in the form of an annuity allowance.

4. This proposal outlines a possible change in the renewals expenditure building block from an annuity allowance to an allowance based on a regulated asset 
base (RAB) methodology.

5. This proposal IS NOT a change from a lower bound revenue allowance or pricing.

Renewals expenditure is currently recovered via an annuity contribution which is a key 
element of customer prices

RENEWALS FUNDING METHODOLOGY – OUR PROPOSAL



An annuity works by taking an uneven time-series of future expenses and turning it into a 
constant yearly payment over the same period
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Pricing - how an annuity differs from opex

▪ An annuity smooths pricing for a lumpy long-term 
expenditure profile.

▪ Price is constant over time (adjusted for inflation).

▪ The annuity contribution (below) includes pre-
payment for work scheduled for later years.

CURRENT STATE – HOW AN ANNUITY WORKS



We are proposing a change because the current annuity approach is complicated, inefficient 
and lacks transparency
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4-year price path
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Example expenditure forecast (‘000s)

▪ Setting prices for a 4-year period requires a 33-year forecast

▪ Considerable time and effort (Sunwater, customers and regulator) is spent on highly uncertain longer term that will change - effort that is required for pricing, not service delivery

▪ What you pay for over the price path period is not well aligned with what we are doing to deliver your services

Your prices include 
pre-payments for 

work forecast to be 
done over the next 33 

years

Our confidence in what we will do and how much it will cost decreases over time

In this example

▪ Annuity-based prices in Year 1 to Year 4 are 
starting to collect funds for the large uplift in 
spend that starts in Year 18

▪ These uplifts will be refined at least four-times 
before they are delivered

CURRENT STATE – WHY WE ARE PROPOSING A CHANGE



In contrast to the annuity approach, the proposed RAB-based approach, is more simple, 
more efficient and more transparent
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4-year price path
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Example expenditure forecast (‘000s)

▪ Setting prices for a 4-year period requires a 4-year forecast

▪ What you pay for over the price path period is well aligned with what we are doing to deliver your services

▪ All our collective (Sunwater, customers and regulator) time and effort is spent on expenditure for the four-year pricing period, work Sunwater is actively planning for now

Your prices include 
payments for work 
forecast to be done 

over the next 4 years

Across a four-year forecast our confidence in what 
we will do and how much it will cost is far higher

In this example

▪ Sunwater will not present this expenditure to 
customers or the QCA until it falls within a 
pricing period

▪ When presented five price paths from now, 
these uplifts will be refined and far more certain

Expenditure forecasts beyond year 5 
are not relevant to the pricing period

PROPOSED FUTURE STATE – BENEFITS



Over the past 20+ years other regulated irrigation businesses in Australia have moved away 
from annuity funding of expenditure
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Peers that have replaced an annuity funding approach with a RAB

• State Water (NSW) transitioned to a RAB-based approach in 2006

• In Victoria:

‒ Goulburn-Murray Water ended its annuity approach in 2005

‒ Southern Rural Water decided to transition from the annuity 
approach to the RAB approach in 2013

‒ Lower Murray Water and Grampians Wimmera Murray Water also 
use a RAB-based approach.

What do regulators think?

• The Independent Pricing and Regulatory Tribunal (IPART) considered 
that the RAB-based approach was generally superior to the annuity 
approach in terms of economic efficiency and regulatory effectiveness.

• The Essential Services Commission's rationale for approving the 
transition in Victoria was the re-configuration of rural irrigation 
systems, which meant that it was unlikely that existing assets would be 
replaced with like assets.

• The QCA addressed this topic at length in its 2020 Final Report, 
concluding that a RAB-based approach would:

“reduce the reliance on long-term renewals forecasts, improve 
transparency by allowing customers to see the pricing impacts of near-
term renewals expenditure, and incentivise Sunwater to achieve 
efficiencies including the flexibility to re-prioritise its expenditure to 
pursue least cost opportunities.”

PROPOSED FUTURE STATE – WHAT DO PEERS AND REGULATORS THINK?



The proposed RAB-based recovery of renewals expenditure does not change the policy 
position of lower bound pricing for irrigation customers
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1. Sunwater’s irrigation prices would continue to be set to recover a lower bound revenue allowance, giving us the revenue we need to fund the operation, 
maintenance and renewal of our assets

2. That lower bound revenue allowance would comprise three primary building blocks

a. an operating expenditure building block

b. a renewals capital “borrowing costs” building block 

c. a renewals capital “return of” (or depreciation) building block

3. Sunwater’s renewals expenditure forecast would be separated into operating expenditure and capital expenditure elements 

• The former would be added to the operating expenditure building block, while the later would be used to calculate the two capital building blocks

4. A fourth tax allowance building block may also apply (subject to a review of accounting treatment of capital expenditure)

• annuity treatment of renewals expenditure as ‘operational’— means it is deductible for tax purposes, and as a result, there was no tax liability 
associated with renewing existing assets

• changing to a RAB based on capital expenditure means a tax liability may exist – however Sunwater’s ability to fully deduct capital costs for tax purposes 
in the year in which the cost is incurred is likely to limit the size of this allowance

PROPOSED FUTURE STATE – CONTINUATION OF LOWER BOUND PRICING



The capex repayment comprises a capital returns for depreciation and borrowing costs –
like the principal and interest payment components on a home loan
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Capital “return of” 
(regulatory 

depreciation)

• In regulatory terms, depreciation is the allowance a business receives from its customers (via prices) to pay off the principal component of its investment. 
Typically calculated as the value of the original investment divided by the (assumed) useful life of the asset. 

• For example, if the asset was worth $20 million, and the remaining life of the asset was 20 years, then depreciation would be $1 million.

Capital “borrowing 
costs”

• Effectively the amount Sunwater earns via prices on its investments (i.e. the pump stations, channels, weirs etc that Sunwater has “renewed” so that the 
assets continue to perform a useful role in delivering your service)

• Calculated as the WACC multiplied by the value of the investment (i.e. an individual asset, or a bundle of assets in the form of a RAB)

• Importantly, Sunwater does NOT set its own rate of return – we provide an estimate (according to the QCA’s methodology) and the QCA sets the final rate

Weighted average cost 
of capital (WACC)

• The interest rate a “typical” or “benchmark” business may earn on its investments. 

• In simple terms, it is like the interest a bank earns on its investment in your home. The bank considers the money it loans you an investment and needs to 
make a return on that investment. 

• The WACC is the method that regulators typically use to determine what a reasonable rate of return is.  

• The rate of return is a critical input for calculating Sunwater’s revenue allowance for both the annuity and RAB methodologies

Regulated asset base 
(RAB)

• Represents the total of all the individual capital investments a business has made to provide a regulated service, NOT the replacement costs of the assets

• Each year a depreciation amount is deducted from it, while the value of any new capital expenditure is added to it

PROPOSED FUTURE STATE – KEY TERMS



4-year price path
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Expenditure - 30-year forecast Opex Capex Beyond price path

A RAB approach separates opex and capex, and turns capex into a sequence of repayments 
over the life of the asset (like paying down a mortgage)
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Opex is fully recovered in the year 
in which it is incurred consistent 
with current opex treatment

▪ The capital from years 1 to 4 continues to be “paid off” over 
the life of the asset – assumed 40 years in this instance

▪ These values would carry forward to the next price path

▪ To illustrate the RAB methodology the opex and 
capex elements of the 4-year price path 
expenditure are distinguished

PROPOSED FUTURE STATE – METHODOLOGY OVERVIEW



$0

$25

$50

$75

$100

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25

P
ri

ce
s 

($
/M

L)
 

Years

Nominal cashflows to Sunwater via prices under a RAB

This is what the capital payment (or cashflow) profile looks like for a single asset over its 
lifetime – shown in nominal terms
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Depreciation or “Principal” 
repayments on the loan

“Interest” repayments on the loan

“Interest” falls to zero as the asset is fully paid off

$10m asset assumed to have a 20-year useful life, in a 
scheme with 10,000 ML in entitlements

PROPOSED FUTURE STATE – EXAMPLE CAPITAL REPAYMENT PROFILE UNDER RAB METHODOLOGY

Repayments in Year 21 fall to zero –
even if the life of the asset is 

extended



To implement this change, we need to consider an appropriate treatment of closing annuity 
balances and set an opening RAB
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• The transition from an annuity to a RAB would occur from 30 June 2025 to 1 July 2025

• On 30 June 2025, each scheme will have either a positive or negative closing annuity balance

‒ Positive balances reflect money Sunwater has collected from customers ahead of future expenditure

‒ Negative balances reflect money Sunwater has spent renewing assets ahead of recovering it from customers

• Consistent with the QCA’s thinking presented in its 2020 Final Report (Part B) we propose to:

‒ Return positive balances to customer via lower customer prices

‒ Recover negative balances from customers over time

PROPOSED FUTURE STATE – TREATMENT OF ANNUITY BALANCES



To implement this change, we need to consider an appropriate treatment of closing annuity 
balances and set an opening RAB
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QCA’s thinking (Section 4.2 of Final Report) Sunwater’s proposed approach

Positive 
balances

• Returning the balance directly through prices—Sunwater could return positive 
balances through rebates, price decreases or by offsetting future price increases

• Offsetting the positive balance against the value of the RAB.

Negative 
balances

• Negative annuity balances can be addressed by rolling the outstanding liability into 
the RAB and allowing for a return on and of the asset. The RAB-based approach 
would allow Sunwater to service any debt associated with the liability.

• Set the value of the opening RAB such that it generates a revenue stream that 
equates with that of the current annuity revenue.

• Preserve the annuity balances and allow prices to increase to recover the negative 
balances over a set period (e.g. 10 years).

We think the most equitable and straightforward approach is to:

• Return the balance to customers directly through prices over the 
four-year price path

We think the most appropriate approach, considering simplicity and 
Sunwater’s need to service its debt, is to:

• Roll the outstanding liability into a starting RAB balance 

• The RAB balance would depreciate and Sunwater would earn a: 

‒ renewals capital return building block 

‒ renewals capital depreciation building block

PROPOSED FUTURE STATE – QCA GUIDANCE ON TREATMENT OF ANNUITY BALANCES



Sunwater has modelled revenues and prices under both methodologies to support 
customer consideration of this proposal
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• Sunwater has modelled prices under both methodologies for each scheme

‒ Across 12 years, representing three four-year price path periods

‒ Using an estimated WACC (held constant over time)

‒ Using common 41-year forecast expenditure profile (required for a 12-year annuity contribution forecast under Sunwater’s rolling annuity approach)

‒ Returning positive annuity balances to customers in the first 4 years

‒ Rolling outstanding annuity liabilities (negative balances) into a (positive) starting RAB balance 

• Forecasts shown for years 5 to 12 are indicative only and DO NOT form part of this proposal – they are intended to illustrate the likely changes in relative 
pricing over time derived from the different methodologies

PROPOSED FUTURE STATE – WHAT DOES IT MEAN FOR PRICES?



The overall price impact varies from scheme-to-scheme as a result of different expenditure 
profiles and starting balances
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COMPARISON OF PRICES UNDER ANNUITY AND RAB APPROACHES

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

Annuity – Current state RAB – Future statePart A – High Priority Part A – High Priority

Tariff Group: Eton High A Priority – Local Management Supply
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The overall price impact varies from scheme-to-scheme as a result of different expenditure 
profiles and starting balances
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COMPARISON OF PRICES UNDER ANNUITY AND RAB APPROACHES

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

Annuity – Current state RAB – Future statePart A – High Priority Part A – High Priority

Tariff Group: Eton High B Priority – Local Management Supply

2025-26 to 2028-29 price path

Annuity – Current state RAB – Future statePart B Part B
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The overall price impact varies from scheme-to-scheme as a result of different expenditure 
profiles and starting balances
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COMPARISON OF PRICES UNDER ANNUITY AND RAB APPROACHES

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

Annuity – Current state RAB – Future statePart A – Medium Priority Part A – Medium Priority

Annuity – Current state RAB – Future statePart B Part B

Tariff Group: Eton High B

$34.31 $35.08 $35.87 $39.39 $43.09 $44.48 $45.70 $49.79 $51.62 $53.03 $54.49 $59.14 $64.01 $68.37 $70.25 
$35.08 $35.87 $36.67 

$42.13 $43.29 $44.48 $45.70 
$50.24 $51.62 $53.03 $54.49 

$64.77 $66.55 $68.37 $70.25 
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S&PP refresh
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What are Service and Performance Plans?

Service and performance plans (S&PPs) (formerly Network Service Plans)

• prepared annually for each irrigation service contract area

• are an important part of Sunwater’s commitment to customers and stakeholders, ensuring that they 
are informed, and working closely with us to identify and work towards solutions that deliver real 
value

• detail a range of proposed immediate and long-term improvement projects and provide a detailed 
breakdown of anticipated costs

• compare our actual cost performance against cost targets recommended by the Queensland 
Competition Authority.

Website: Service and Performance Plans - Sunwater
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https://www.sunwater.com.au/customer/products-and-services/service-and-performance-plans/


What is Sunwater’s proposal?

Sections Current content Future treatment Rationale

Contents Table of contents Unchanged

At a glance Our performance in 2020-21
Outlook for 2022-23

Our performance in 2020-21
Outlook for 2021-22

An outlook for the current year is preferable 

Introduction Purpose, process and feedback Minor content changes

Delivering services to our 
customers

Customer numbers, entitlements, usage and 
prices
Service targets and key infrastructure

Minor content changes
Introduce known forward prices
Bring forward Appendix 1

Financial summary – revenue and 
expenditure

Total sunwater costs
Service contract financial summary

Remove section Information does not talk to performance and provides 
data for scheme financial performance that is highly 
susceptible to misinterpretation

Cost of delivering services - opex Tabulated view of actuals v QCA target
Revised Sunwater forecasts

Limit focus to current and prior irrigation pricing 
period only
Improve explanation for deviation from QCA
Explore change from table to chart

Revised purpose focuses on performance
Revised forecasts do not impact prices until an irrigation 
price review

Cost of delivering services –
annuity

Tabulated view of actuals v QCA target
Revised Sunwater forecasts

Limit focus to current and prior irrigation pricing 
period only
Improve explanation for deviation from QCA
Explore change from table to chart
Bring explanation forward from Appendix

Revised purpose focuses on performance
Revised forecasts do not impact prices until an irrigation 
price review

Annuity balance Roll-forward of annuity expenditure Retain – replace with RAB roll-forward if 
methodology shift proposed and approved

Appendices Remove Appendix 2 altogether – explore ability to 
present a $1 breakdown of component costs
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Possible electricity cost 
funding methodology
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Permanent electricity cost pass-through proposal

54

• Sunwater is exploring a proposal to change the way electricity costs are recovered in up to seven schemes with high electricity usage/cost

• This is a DRAFT proposal only – we are not committed to making this change

• Customer feedback will be critical to our decision making on this proposal 

• We are proposing this in response to customer support for, and participation in, a three-year electricity cost pass-through (ECPT) trial which commenced on 1 July 2020

How does this methodology differ from the trial?

In simple terms the trial methodology invoices customers the difference between QCA forecast electricity cost allowance and actual electricity costs. The proposed permanent pass-

through methodology invoices customers the actual electricity cost incurred only.

The proposal differs in two significant ways:

1. Sunwater will introduce and set electricity-only charges each quarter (lagged) based on actual costs and volumes. This is materially different from the trial’s price setting and 

pass-through approach where the QCA set prices for four years, with Sunwater conducting an annual “true-up” calculation and only passing-back revenue over-recovery in 

quarter 5. 

2. The trial did not pass-through additional charges to customers where Sunwater’s costs were above the level implied by the QCA’s prices.



All electricity costs in scope

Sunwater DRAFT proposal for consultation

Concept design for engagement

Fully symmetrical pass-through

1

Opt-in at scheme level – until next 
irrigation price path review

2

Price setting / pass-through at 
regular intervals

3

Agreed performance reporting 
with defined review pathways

5

4

• Changes in price impact both Sunwater and customers equally
• If costs go down, so do prices, if costs go up, so do prices

• Sunwater to assess level of support at customer level across each eligible scheme in August 2023
• Sunwater to confirm level of support as part of Stage 3 engagement and confirm whether or not 

scheme supports a pass-through.

• Pass-through of changes in price are implemented in a timely manner – either at the time prices are 
set (e.g., quarterly price setting) or after prices are set (e.g., annual true-up)

• Current and future electricity costs in scope
• Incremental Sunwater costs associated with pass-through methodology

• An agreed review mechanism with a potential trigger for review
• Adverse findings would trigger asymmetric pass-through
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All electricity costs in scope

Scope of cost pass-through

Fully symmetrical pass-through

1

Opt-in at scheme level – until next 
irrigation price path review

2

Price setting / pass-through at 
regular intervals

3

Agreed performance 
reporting with defined review 

pathways

5

4

Cost Element Definition

Network electricity 
cost components

The costs for provision of electricity distribution and transmission network services

Retail electricity cost 
components:

Wholesale electricity costs - the cost associated with the purchase of electricity.

Retailer margin and operating costs –(e.g., operating call centres, billing systems and collecting 
revenue. earning a return)

Renewable Energy Target Costs –purchase of small-scale and large-scale renewable energy 
certificates to cover

AEMO Reliability and Emergency Reserve Trader (RERT) scheme charges—costs of maintaining power 
system reliability and security.

AEMO National Electricity market fees and ancillary services charges – the costs of operating the NEM 
and to manage power system safety, security and reliability

Queensland climate 
action plan

Costs associated with meeting new / emerging obligations

Sunwater 
administrative costs

Additional costs associated with managing the pass-through mechanism (e.g., additional billing and 
pricing effort for quarterly price setting and billing)
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Charging parameter Unit Basis of charging parameter What is the primary purpose of the charge element

Cost element is incurred regardless of the customer's actual water usage → recommended for recovery on the basis of entitlements (ML WAEs)

Metering Service Charge $/day
▪ This charge applies to each metering point associated 

with a specific connection point to the electricity 
network.

▪ Recovery of meter services charges cover all the capital and 
operating costs associated with installing and maintaining meters.

Fixed Charge
(Distribution and Transmission)

$/day
▪ This charge applies to each connection point to the 

electricity network and is expressed on a fixed $ per 
day basis.

▪ Recovery of network access charges and recovery of a portion of 
retail fixed costs such as billing and call centre related costs

Connection Units Charge $/unit/day
▪ This charge applies to high voltage connections 

to electricity distribution network under legacy 
arrangements

▪ As per the Capacity Charge (see below)

Capacity Charge $/kVA/month
▪ This charge applies to high voltage connected sites 

and is predominantly dependent upon the fixed 
capacity rating of the pump.

▪ Recovery of fixed (sunk) network costs on the basis of the 
customer's expected capacity requirement at each connection 
point.

ECPT Administration costs (Sunwater cost) $ per day
▪ Dependent upon the complexity of the pass-through 

mechanism and the frequency of invoicing.

▪ Recovery of incremental costs incurred by Sunwater to administer 
the pass-through mechanism, such as labour (e.g. billing team) 
costs.

Explanation of electricity cost components
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Charging parameter Unit Basis of charging parameter What is the primary purpose of the charge element

Customer's decisions on the usage of water influence this cost –> recommended for recovery on the basis of usage (ML used)

Demand Charge
(Distribution and Transmission)

$/kW/month
▪ This charge applies to the maximum demand 

recorded in a half hour interval during the billing 
month.

▪ Pass-through the Long-run Marginal Cost (LRMC) of supplying 
network capacity during the peak period.

Anytime Energy Charge c/kWh
▪ This charge applies to the energy consumption 

recorded during the billing month or quarter.
▪ Recovery of the retail cost of purchasing electricity and related 

costs.

Volume Charge
(Distribution and Transmission)

c/kWh
▪ This charge applies to the energy consumption 

recorded during the billing month or quarter.
▪ Recovery of the distribution and transmission use of system 

cost of supplying capacity during the peak period.

Small-scale renewable energy scheme c/kWh
▪ This cost-pass through is applied on a cents per kWh 

of energy consumed basis.

▪ This is scheme provides incentives to invest in small-
scale renewable energy generation, which are paid for by 
Retailers purchasing small-scale generation certificates. 
Retailers pass-through these costs to their customers.

Large-scale renewable energy target (LRET) c/kWh
▪ This cost-pass through is applied on a cents per kWh 

of energy consumed basis.
▪ Similar purpose to a small-scale renewable energy scheme.

Reliability and Emergency Reserve Trader 
(RERT)

c/kWh
▪ This cost-pass through is applied on a cents per kWh 

of energy consumed basis.

▪ This is a charge imposed by Australian Energy Market Operator 
(AEMO) to cover the costs of maintaining power system 
reliability and security.

Explanation of electricity cost components



Price setting for current cost elements

Contestable Whole of Government (WoG) Tariffs
• All costs are mostly known until 31 December 2028, outside of 

Network Charges which are regulated and published annually, and 
the renewable power percentages (RRP) and small-scale technology 
percentages STP published annually.

• Other cost risks (increase/decrease) are:
o forecast water demand / customer usage difference
o Reliability and Emergency Reserve Trader (RERT) Events
o Unaccounted For Energy losses (UFE)
o price exposures from 1 January 2029.
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Regulated Retail Tariffs
• Subject to QCA review on an annual basis.
• March 2023 Draft determination forecasts higher prices

o generally variable tariffs for small customers (mums and 
dads, small businesses) are up about 35%, whilst large 
business are up between 13% (Tariff 44) and 26% (Tariff 
20)



All electricity costs in scope

Price setting / pass-through process

Fully symmetrical pass-through

1

Opt-in at scheme level – until next 
irrigation price path review

2

Price setting / pass-through at 
regular intervals

3

Agreed performance reporting with 
defined review pathways

5

4

Contains cost elements known with a high degree 
of certainty given that retail electricity tariffs are published 
prior to commencement of financial year.

Step 1: Sunwater to calculate $/ML WAE charge

The fixed component includes:
• System Access Charges expressed on a $ per day basis
• Metering Charges expressed on a $ per day basis.
• Capacity charges, expressed on a S per KW or KVA per 

month basis.

The price could be set quarterly (with annual true up as 
required) or annually. 

Step 2: Sunwater calculates the individual customer bill

Step 3: Sunwater adds Part E charge to customer invoice

Electricity costs to be recovered via a 
$/ML WAE charge – Possible Part E charge

Electricity costs to be recovered via a 
$/ML usage charge – Possible Part F charge

Contains highly variable components with a strong correlation 
to total kWh consumed and ML pumped.

Step 1: Sunwater to calculate $/ML usage charge

The variable component includes :
• Energy consumption charges
• Monthly demand charges.

The price could be set quarterly (with annual true up) or 
annually. Annual true-up likely to be required to account for 
billing and metering read errors and omissions.

Step 2: Sunwater calculates the individual customer bill

Step 3: Sunwater adds Part F charge to customer invoice
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Price setting / pass-through process – Process Flow Chart
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Part E tariff
Actual electricity costs incurred in quarter t

Metering Service Charge($ per day)

System Access Charge($ per day)

Capacity Charge ($/kVA/month)

Connection Units Charge ($/unit/month)

Pass-through Administration charge ($ per day)

Part F tariff
Actual electricity costs incurred in quarter t

Peak Demand Charge ($/kW/month)

Energy Consumption Charges ($ per kWh)

Small-scale renewable energy scheme ($ per 
KWh)

Large-scale renewable energy target (LRET) ($ per 
kWh)

Reliability and Emergency Reserve Trader ($ per 
kWh)

Water Access 
Entitlements

Unaudited Actual Water 
Usage in quarter t

Total Actual Electricity 
Cost in quarter t

Total Actual Electricity 
Cost in quarter t

Electricity Cost Pass-through 
Price in quarter t   ($ per ML 

of entitlement)

Electricity Cost Pass-through 
Price in quarter t   ($ per ML 

of usage in quarter t

Total Electricity Cost in 
quarter t  is invoiced to 
individual customers in 

next quarter (t+1)

Annual true-up in 1st

quarter of next 
financial year

Part E ($/ML WAE) Charge

Part F ($/ML usage) Charge

Note 1: The pass-through is proposed only to apply to pumping station sites.
Note 2: The pass-through amount under this methodology is the total electricity cost. This is different to the trial methodology where the pass-through amount is difference between the actual 
electricity cost and the QCA electricity cost allowance.
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Sept Qtr 2025 Mar Qtr 2026Dec Qtr 2025 Jun Qtr 2026

Annual 2025-26 
true-amounts 
invoice*

Sept Qtr 2026

End of 
financial year

Beginning of 
financial year

* Final invoicing amount subject to reporting and review process

Actual Electricity 
Cost Sept Qtr
2025

Actual Electricity 
Cost Dec Qtr
2025

Actual Electricity 
Cost Mar Qtr
2026

Actual Electricity 
Cost Jun Qtr
2026

Sept Qtr 2025 
Pass-Through 
invoice

Dec Qtr 2025 
Pass-Through 
invoice

Mar Qtr 2026 
Pass-Through 
invoice

Jun Qtr 2026 
Pass-Through 
invoice*

Actual electricity costs 
incurred in financial year

Price setting / pass-through process – Process Flow Chart (Continued)

Part E and Part F 
Electricity Charge 
Sept Qtr 2025

Part E and Part F 
Electricity Charge 
Dec Qtr 2025

Part E and Part F 
Electricity Charge 
Mar Qtr 2026

Part E and Part F 
Electricity Charge 
June Qtr 2026

Setting of Quarterly Part E 
and Part F Pass-through 
electricity charges

Quarterly electricity pass-
through amount invoicing 
to customers

Annual true-up of 
electricity costs and 
customer invoicing



Performance reporting with defined review pathways

Fully symmetrical pass-through

1

Opt-in at scheme level – until next 
irrigation price path review

2

Price setting / pass-through at 
regular intervals

3

Agreed performance reporting 
with defined review pathways

5

All electricity costs in scope

4

Annual performance reporting process Review pathway

Step 1: Sunwater to report annually outlining:
i. the pass-through amount and true-up amount (if any) for the 

review year and the underlying calculations.
ii. a comparison of electricity prices with prior year prices
iii. an overview of Sunwater’s tariff strategy and upcoming price 

changes relevant to selected tariffs
iv. a comparison of the annual water and electricity usage against 

previous years.
v. additional information as necessary to explain high usage or 

irregular water and electricity usage relationships.

Step 2: Customer feedback
Customers to review the report and raise any concerns of 
inefficient or imprudent electricity usage or tariff selection

Step 3: Sunwater responds to customer concerns
Sunwater provides a response to any customer concerns. This 
response may include providing additional information. 

Step 4: External review / dispute resolution

If customers are not satisfied that Sunwater’s report / performance 
justifies the costs on efficiency and prudency grounds, then 
customers can initiate the review process (defined on the next 
slide).
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Examples of matters that may trigger further work

1. New cost element; OR

2. Pumps operating outside efficiency band (across a 
minimum of four consecutive quarters) (not likely to be a 
suitable metric for all schemes); OR

3. Sunwater signs new electricity purchasing agreement

AND

Customers unsatisfied with Sunwater explanation / rationale

Suggested governance / management of customer concerns

1. Annually or at an interval agreed by IAC / CAC members, 2 x 
customer representatives to be elected by irrigators for the 
specific purpose of capturing, vetting and raising customer 
concerns with Sunwater

A key requirement of a pass-through mechanism is that Sunwater 
demonstrates to the reasonable satisfaction of its customers that the 
actual electricity costs to be passed through are both efficient and 
prudent. To achieve this outcome, Sunwater will provide customers 
within reason with an understanding of its tariff optimisation approach 
and processes.
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Adjustment to 
customer 
invoices 
dependent on 
dispute 
resolution 
outcome

Sept Qtr 2025 Mar Qtr 2026Dec Qtr 2025 Jun Qtr 2026 Sept Qtr 2026

Actual electricity costs incurred 2025-26 financial year costs and 
passed through to customers on quarterly basis

End of 
financial year

Beginning of 
financial year

Annual true-amounts 
invoice

Jun Qtr 2026 invoiceSept Qtr 2025 invoice Dec Qtr 2025 invoice Mar Qtr 2026 invoice

Review process – Scenario 1 – No customer concerns

No further action 
required

Sunwater prepares and 
publishes report

Questions / concerns 
raised by customers?

N

Y

Suggested governance / management of customer 
concerns

1. Sunwater anticipates reporting would be presented 
to IAC / CAC groups in the first instance
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Review process – Scenario 2 – Customer concerns raised and resolved

No adjustment 
to customer 
invoices

Sept Qtr 2025 Mar Qtr 2026Dec Qtr 2025 Jun Qtr 2026 Sept Qtr 2026

Actual electricity costs incurred 2025-26 financial year costs and 
passed through to customers on quarterly basis

End of 
financial year

Annual true-amounts 
invoice

Jun Qtr 2026 invoiceSept Qtr 2025 invoice Dec Qtr 2025 invoice Mar Qtr 2026 invoice

N

Y

Sunwater responds 
formally to concerns

Customer satisfied 
with response?

No further action 
required

Sunwater prepares and 
publishes report

Concerns raised by 
customers?

N

Y

No further action 
required

Dispute resolution

Possible review outcomes:
▪ Adjustment to customer invoices (backdated)
▪ Adjustment to future costs (inefficient contract)
▪ No change to invoices or future costs

Suggested governance / management of 
customer concerns

1. Sunwater anticipates reporting would be 
presented to IAC / CAC groups in the first 
instance

2. Irrigator-nominated customer 
representatives responsible for decision-
making to ask Sunwater for a formal 
response and / or to move into the dispute 
resolution process

3. In order to initiate a dispute resolution 
process, the scheme needs to formally 
write to Sunwater that a review is necessary 
and material – in deciding to initiate the 
process the scheme may elected to 
commission independent advice (e.g. from 
a peak body or other) at their own cost



Dispute resolution process
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Dispute resolution process

a) If any dispute arises between the Parties to this Agreement the Parties will first attempt to resolve the dispute by negotiation. “Parties” to be defined as Sunwater 
and irrigator elected representatives  (minimum of 2) of the scheme IACs or CACs

b) If the dispute is not resolved within 30 Business Days of the referral of the dispute to the Parties for negotiation, then either party may refer the dispute to mediation. 
Timeframes may be varied by agreement of the Parties. 

c) If the dispute is not resolved within 30 Business Days of the mediation, then either party may refer the dispute to arbitration. Timeframes may be varied by 
agreement of the Parties. 

d) Where a dispute under this Agreement is referred for mediation or arbitration, the mediator or arbitrator will be appointed by the parties.

e) The arbitrator shall be drawn from the following list:

i. <List to be populated prior to mechanism coming into force, with entities or individuals to be appropriately qualified in mediation / negotiation and independent>

This list can be refreshed from time to time at the mutual agreement of Sunwater and the QFF.

f) Sunwater’s costs associated with the negotiation, mediation and arbitration processes will be eligible for recovery through the electricity charges. Sunwater would 
bear the upfront costs associated with engaging a mediator / arbitrator. For clarity these costs will be eligible for recovery through the electricity charges

g) An arbitrated decision will be valid and binding on the Parties.



Worked example
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Electricity Cost Passthrough – Part E ($/ML WAE Charge) – Eton 

Annual true-up in 1st quarter 
of next financial year

Sept Qtr 2021June Qtr 2021Mar Qtr 2021Dec Qtr 2021Sept Qtr 2021

Actual Fixed Electricity Costs
(Medium Priority)

Part E ($/ML WAE) Charge

$17,700 $17,968 $16,992 $17,774

Water Access Entitlements

Invoicing of Part E ($/ML WAE) 
to customers lagged by one 

quarter

$19,047

Customer 
Invoice for Sept 

Qtr 2021

Customer 
Invoice for Dec 

Qtr 2021

Customer 
Invoice for Mar 

Qtr 2022

Customer 
Invoice for Jun 

Qtr 2022

Medium Priority

Divided by

Medium Priority $4.48 per ML WAE $4.54 per ML WAE $4.30 per ML WAE $4.49 per ML WAE $4.82 per ML WAE

Actual electricity fixed costs

Distribution Fixed charge          
($ per day)

Transmission Fixed charge          
($ per day)

Metering Service Charge          
($ per day)

59,474 ML

Equals



Worked example – January 2023 invoice applied to Part E charge
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Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Network Fixed Charges

Jurisdictional Scheme Fixed Charge $/Day $7.10 31 $220

DUoS Fixed Charge $/Day $35.45 31 $1,099

TUoS Fixed Charge $/Day $93.10 31 $2,886

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Network Capacity Charge

TUoS Capacity Charge $/kVA/month $7.18 4,680 $3,360

DUOS Capacity Charge $/kVA/month $4.16 4,680 $19,473

DUOS Connection Unit Charge $/kVA/month $19.16 31 $594

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Retail Related Fixed 
Charge

Metering Charge
$/day $2.27 31 $70

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Other Retail 
Charges/adjustments

AEMO Global Settlements $/month -$1,214.83

Other Fee - Admin $/month $42.69

2022 LGC Reconciliation $/month -$2,015.68

2022 LGC Reconciliation $/month -$6,124.86

AEMO Market Charge - Update RERT 
& Direction Transaction $/month $234.96

Jul-Dec 2022 - Market Charges $/month -$59.81

"Anytime Energy Charges" cannot be shown for contractual reasons



Sept Qtr 2021June Qtr 2021Mar Qtr 2021Dec Qtr 2021Sept Qtr 2021

Electricity Cost Passthrough – Part F ($/ML usage) – Eton

Annual true-up in 1st quarter of 
next financial year

Actual Variable 
Electricity Cost

Part F ($/ML usage) Charge

Metered usage

$10.64 per ML $11.43 per ML $11.97 per ML

3,900 ML 3,151 ML 6,123 ML 9,637  ML

Invoicing of Part F ($/ML 
usage) to customers lagged 

by one quarter

$0.21 per ML

3,265 ML

Actual electricity variable costs

Distribution Volume Charge    
($ per kWh)

Anytime energy charge 
($ per kWh)

Environmental charges             
($ per kWh)

Divided by

Equals

$48,047 $33,534 $69,982 $115,335 $708

$12.32 per ML

Customer 
Invoice for Sept 

Qtr 2021

Customer 
Invoice for Dec 

Qtr 2021

Customer 
Invoice for Mar 

Qtr 2022

Customer 
Invoice for Jun 

Qtr 2022



Worked example – January 2023 invoice applied to Part F charge
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Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 
quantity

Cost(Excl.GST)

Retail Related Volume 
Charge

Environmental Charge - STC Charge c/kWh $1.216 962,510 $12,123

Environmental Charges - LGC Charge c/kWh $1.257 962,510 $12,537

"Anytime Energy Charges" cannot be shown for contractual reasons

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Retail Usage Charge Anytime Energy c/kWh CONFIDENTIAL $49,381

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Retail Related Volume 
Charge

AEMO - Market Charge c/kWh $0.099 962,510 $988

AEMO - Ancillary Services c/kWh $0.020 962,510 $873

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Network volume Charge

Jurisdictional Scheme Volume Charge $/kWh $0.004 962,510 $366

DUoS Volume Charge $/kWh $0.007 962,510 $6,343

TUoS Volume Charge $/kWh $0.009 962,510 $8,785

Tariff category Charging parameter Unit Price (Exc.GST)
Chargeable 

quantity
Cost (Excl.GST)

Other Retail 
Charges/adjustments

AEMO Global Settlements $/month $883

Other Fee - Admin $/month $43

2022 LGC Reconciliation $/month -$2,016

2022 LGC Reconciliation $/month -$6,125

AEMO Market Charge - Update RERT 
& Direction Transaction $/month $235

Jul-Dec 2022 - Market Charges $/month -$60
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Average water prices under different pass-through scenarios – Eton scheme in FY 2021/22
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No pass-through mechanism

QCA determines a forecast electricity allowance that is incorporated in water prices paid by 
Irrigators. Customers paid the fixed QCA electricity cost allowance in 2021-22 financial year, 
which is not dependent upon actual water usage being less than the QCA forecast.

Trial pass-through mechanism

Customers contribute to the electricity costs in the same way as the no pass-through 
scenario.

The difference is that customers under this example receive an invoice to pay an annual true-
up charge of around $23k in September quarter of 2022. This true-up charge is payable 
because the actual electricity costs incurred by Sunwater in 2021-22 financial year were more 
than the QCA fixed electricity cost allowance.

Proposed straight pass-through mechanism (lagged) –
Part E and Part F charges combined in this example

Sunwater calculates electricity charges each quarter in accordance with 
an approved methodology. Customers pay the actual electricity cost incurred by Sunwater in 
each quarter in 2021-22 financial year based on the retail electricity invoices received by 
Sunwater. Customers paid more than the no pass-through scenario in 2021-22 as actual 
electricity costs were more  than the fixed QCA electricity cost allowance.
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Draft prices under no pass-through and pass-through scenarios

DRAFT FORECAST PRICES

• Price recovers all 
Sunwater costs, 
including an allowance 
for electricity costs

Recommended irrigation prices

Transition discount – difference between cost reflective lower bound prices and recommended  irrigation prices

• Price recovers all 
Sunwater costs, 
including an allowance 
for electricity costs

• Note that 100% of 
electricity costs are 
allocated to the Part A 
charge under the 
current methodology –
there is no electricity 
cost recovery via the 
Part B charge
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• Price recovers all 
Sunwater costs, 
excluding an allowance 
for electricity costs 

• PLUS a Part E charge(not 
shown) calculated 
quarterly in arrears and 
charged on the basis of
water access 
entitlements held

DRAFT FORECAST PRICES UNDER PASS-THROUGH METHODOLOGY

• Price recovers all 
Sunwater costs, 
excluding an allowance 
for electricity costs 

• PLUS a Part F charge(not 
shown) calculated 
quarterly in arrears and 
charged on the basis of
water usage during the 
relevant quarter

$34.31 $35.08 $35.87 $39.39 $43.09 $44.48 $45.70 

$35.08 $35.87 $36.67 
$42.13 $43.29 $44.48 $45.70 
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Next steps
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Sunwater is actively seeking the views of customers
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Online process for feedback on proposals

• Open for one week in early August (TBC)

• Email/SMS/post options

• Secure, fit-for-purpose platform with de-identified reporting

General feedback at any time

pricepath@sunwater.com.au



Close
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