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1. Decision
The ACCC has decided to grant Sunwater Limited (Sunwater) an exemption from the 
operation of the requirements under divisions 2, 3 and 4 of Part 6 of the Water Charge Rules 
2010 (WCR) that is subject to review in 5 years.  

This is because the ACCC is satisfied that the application of these requirements would not at 
present materially contribute to achieving the Basin water charging objectives and principles 
set out in Schedule 2 of the Water Act 2007 (Cth) (the Water Act). That said, the ACCC 
considers there are aspects of the Queensland regulatory framework that could be 
strengthened to better reflect particular Basin water charging objectives and principles. 
National water reform commitments, including to the water charging objectives and 
principles, are currently under review by the Australian and State and Territory governments. 
As such, the ACCC will review the decision to exempt Sunwater in 5 years’ time. 

2. Introduction
In response to a recommendation from the Independent Review of the Water Act in 2014, 
the Parliamentary Secretary to the Minister for the Environment wrote to the ACCC 
requesting advice on possible amendments to the water charge rules. The ACCC delivered 
its final advice (including proposed rules) to the responsible minister in September 2016. The 
minister made changes to the rules in January 2017 and April 2019.1 

On 1 July 2020, rule changes came into effect, consolidating three existing sets of water 
charge rules into the WCR and changing the regulation of infrastructure operators under Part 
6 of the WCR (see section 3 below). The amended rules give effect to the policy intent that 
the approval or determination of the infrastructure charges of infrastructure operators is 
largely achieved by Basin States under Basin State law, where Basin State regulatory 
approaches ensure that relevant infrastructure operators’ costs are prudent and efficient and 
infrastructure charges are set at levels that would not allow the operator to earn monopoly 
returns. 

In a separate decision, the ACCC has formed the view that Sunwater is a Part 6 operator 
under rule 23 of the WCR (see the ACCC’s decision on the classification of Sunwater under 
Part 6 of the WCR, available on the ACCC’s website).2  

If the ACCC does not grant Sunwater an exemption, the ACCC would be responsible for 
setting infrastructure charges in Sunwater’s bulk water supply schemes in the Queensland 
Murray-Darling Basin (Basin) under Part 6 of the WCR.3 An exemption means that 
Sunwater’s charges will continue to be set under Queensland State law.  

The ACCC may grant an exemption from the operation of the requirements of divisions 2, 3 
and 4 of Part 6 only if the ACCC is satisfied that the application of those requirements would 
not materially contribute to the achievement of the Basin water charging objectives and 

1 On 31 January 2017, then Minister, the Hon. Barnaby Joyce MP, made rules to repeal Part 5 of the 
Water Charge (Infrastructure) Rules 2010 which commenced on 1 July 2017. The Minister then considered the 
remainder of the ACCC’s final advice.  On 3 April 2019 then Minister, the Hon. David Littleproud MP, amended 
the rules, including combining the three sets of rules into the Water Charge Rules 2010. 

2 ACCC, Sunwater Limited: Decisions under Part 6 of the Water Charge Rules, available at 
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/sunwater-limited-decisions-under-part-6-of-
the-water-charge-rules-2010/sunwater-part-6-classification-decision 

3 An infrastructure operator that is subject to Part 6 obligations will have its infrastructure charges approved or 
determined by the ACCC in accordance with division 2 of Part 6 of the WCR. 

https://www.accc.gov.au/regulated-infrastructure/water/water-projects/sunwater-limited-decisions-under-part-6-of-the-water-charge-rules-2010/sunwater-part-6-classification-decision
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/sunwater-limited-decisions-under-part-6-of-the-water-charge-rules-2010/sunwater-part-6-classification-decision
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principles. The ACCC is satisfied of this and has decided to grant Sunwater’s application for 
an exemption, subject to a review in 5 years, on the basis of the assessment outlined in 
section 5. 

3. Legal framework
The Water Charge Amendment Rules 20194 (the amending rules) amended and combined 
the Water Charge (Infrastructure) Rules 2010 (WCIR), Water Charge (Termination Fees) 
Rules 2009 and Water Charge (Planning and Management Information) Rules 2010 into a 
single set of rules—the WCR.  

These rules are made under section 92 of the Water Act and apply to all infrastructure 
operators (operators) in the Basin.

Section 91 limits the scope of charges regulated by the WCR. Subsections 91(2) and (3) of 
the Water Act mean that the WCR: 

• only relate to Basin water resources5

• do not apply to urban water supply activities beyond the point at which the water has
been removed from a Basin water resource.

3.1. Sunwater is a Part 6 operator under the WCR 
On 1 July 2020, Sunwater notified the ACCC that Sunwater had become a Part 6 operator 
under Rule 23 of the WCR for the bulk water supply schemes located in the Basin. 

On 29 October 2021, the ACCC notified Sunwater that it had formed the view that Sunwater 
is a Part 6 operator under the WCR. The ACCC subsequently published this decision on the 
ACCC’s website.6 

Sunwater was not previously a Part 6 operator under the WCIR because it provides services 
in relation to less than 250GL of water entitlements.7 This threshold was removed in the 
WCR. In its 2016 advice, the ACCC recommended modifying the criteria of a Part 6 operator 
to ensure ACCC charge approvals or determinations are applied only where necessary.8 

4 Water Charge Amendment Rules 2019, available at https://www.legislation.gov.au/Details/F2019L00521. 
Accessed 8 November 2021.  

5 Section 4 of the Water Act provides that Basin water resources means all water resources within, or beneath, 
the Murray-Darling Basin, but does not include: (a) water resources within, or beneath, the Murray-Darling Basin 
that are prescribed by the regulations for the purposes of this paragraph; or (b) ground water that forms part of 
the Great Artesian Basin. 

6 ACCC Decision on whether Sunwater is a Part 6 operator under the Water Charge Rules 2010 - 29 October 
2021, see: https://www.accc.gov.au/regulated-infrastructure/water/water-projects/sunwater-limited-decisions-
under-part-6-of-the-water-charge-rules-2010/sunwater-part-6-classification-decision. Accessed 8 November 
2021. 

7 The WCIR required that large, non-member owned bulk water infrastructure operators (that is, operators who 
provided bulk water storage and delivery services in relation to more than 250GL of water entitlements) had their 
charges approved or determined either by the ACCC or an accredited regulator. 

8 ACCC (2016) Review of the water charge rules – final advice, pp. xiii. Available at: 
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-
development/final-advice (accessed on 8 November 2021). 

https://www.legislation.gov.au/Details/F2019L00521
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/sunwater-limited-decisions-under-part-6-of-the-water-charge-rules-2010/sunwater-part-6-classification-decision
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/sunwater-limited-decisions-under-part-6-of-the-water-charge-rules-2010/sunwater-part-6-classification-decision
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice
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Under the WCR an infrastructure operator will be a Part 6 operator where the requirements 
specified in rule 23 of the WCR are met.9 

3.2. The ACCC must decide whether to grant Sunwater an 
 exemption from the operation of Part 6 within 3 months 

Subrule 23C(2) of the WCR provides that the ACCC may grant an infrastructure operator a 
written exemption from the requirements of divisions 2, 3 and 4 of Part 6 following: 

a) an application made by the infrastructure operator, or 

b) if it has given the infrastructure operator a notice under rule 23B or paragraph 
81(12)(b) that it is of the view that the operator is, or will be, a Part 6 operator. 

As the ACCC has determined that Sunwater is a Part 6 operator, subrule 23B(e) requires 
that the ACCC advise the operator that the ACCC will decide whether to exempt Sunwater 
from its obligations under divisions 2, 3 and 4 of Part 6. 

Subrule 23C(9) specifies that if the ACCC fails to make a decision under this rule within 3 
months after the day on which it received the application for an exemption, or gave notice 
under rule 23B that it considered Sunwater to be a Part 6 operator, the ACCC is taken to 
have decided to grant the operator an exemption from the operation of divisions 2, 3 and 4 
for 3 years from the expiry of that 3 month period. 

3.3. The exemption decision must consider objectives and principles 
 and have regard to specified matters 

Subrule 23C(4) provides that the ACCC may only grant an exemption if it is satisfied that the 
application of the requirements in divisions 2, 3 and 4 of Part 6 of the WCR would not 
materially contribute to achieving the Basin water charging objectives and principles set out 
in schedule 2 of the Water Act. 

Basin water charging objectives and principles 
The water charge rules are intended to contribute to achieving the Basin water charging 
objectives and principles,10 contained in schedule 2 of the Water Act.  
The water charging objectives are: 

• to promote the economically efficient and sustainable use of: 
a) water resources; and  
b) water infrastructure assets; and  
c) government resources devoted to the management of water resources; and 

• to ensure sufficient revenue streams to allow efficient delivery of the required 
services; and 

 
9 An infrastructure operator is a Part 6 operator if: (a) the operator is not required to have all its infrastructure 
charges determined or approved by a single State Agency under a law of the State in a way that is consistent 
with paragraph 29(2)(b); and (b) the operator levies an infrastructure charge in relation to either: (i) a bulk water 
service in respect of water access rights; or (ii) infrastructure services in relation to the storage or delivery of 
water that is necessary to give effect to an arrangement for the sharing of water between more than one Basin 
State. 

10 Section 92 of the Water Act 2007 provides that The Minister may make rules (to be called water charge rules), 
applying in Basin States that are referring States and in the Australian Capital Territory, that: (a) relate to 
regulated water charges; and (b) deal with one or more of the matters referred to in subsection (3); and (c) 
contribute to achieving the Basin water charging objectives and principles set out in Schedule 2. 
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• to facilitate the efficient functioning of water markets (including inter-jurisdictional 
water markets, and in both rural and urban settings); and 

• to give effect to the principles of user-pays and achieve pricing transparency in 
respect of water storage and delivery in irrigation systems and cost recovery for 
water planning and management; and 

• to avoid perverse or unintended pricing outcomes. 
There are 16 water charging principles, divided into four groupings, covering: 

• water storage and delivery 

• cost recovery for planning and management 

• environmental externalities 

• benchmarking and efficiency reviews. 
The Basin water charging objectives and principles are set out in full at Attachment A. 
The Basin water charging objectives and principles support achieving the overarching 
objectives of the Water Act, which include ‘promot[ing] the use and management of the 
Basin water resources in a way that optimises economic, social and environmental 
outcomes;’ and ‘achiev[ing] efficient and cost-effective water management and 
administrative practices in relation to Basin water resources’. 
The water charge rules contribute to achieving the Basin water charging objectives and 
principles by enhancing pricing transparency, providing for economic regulation that gives 
effect to the principles of cost recovery and user pays pricing, and prohibits key forms of 
discriminatory charging practices. 

Schedule 2 of the Water Act is based on relevant clauses of the National Water Initiative 
(NWI), in particular clauses 64 to 77. The NWI is an intergovernmental agreement between 
the Commonwealth and the states and territories which sets the direction for national water 
policy. 
Jurisdictions agreed to work towards ten objectives through the NWI. These are: 

• clear and nationally compatible characteristics for secure water access entitlements 

• transparent, statutory based water planning 

• statutory provision for environmental and other public benefit outcomes, and 
improved environmental management practices 

• complete the return of all currently overallocated or overused systems to 
environmentally sustainable levels of extraction 

• progressive removal of barriers to trade in water and meeting other requirements to 
facilitate the broadening and deepening of the water market, with an open trading 
market to be in place 

• clarity around the assignment of risk arising from future changes in the availability of 
water for the consumptive pool 

• water accounting which is able to meet the information needs of different water 
systems in respect to planning, monitoring, trading, environmental management and 
on farm management 

• policy settings which facilitate water use efficiency and innovation in urban and rural 
areas 
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• addressing future adjustment issues that may impact on water users and 
communities 

• recognition of the connectivity between surface and groundwater resources and 
connected systems managed as a single resource. 

Assessments of progress towards implementing the NWI are required to occur on a triennial 
basis, with the latest assessment conducted by the Productivity Commission in 2020.11 

Matters to be considered before granting an exemption 
Under the WCR, in making the decision as to whether to grant an exemption under rule 23C, 
the ACCC must have regard to the matters specified in subrule 23C(5): 

a) the total volume of water access rights in relation to which bulk water services are 
provided by the operator, if applicable; 

b) the total volume of water subject to water sharing arrangements in relation to which 
the operator provides infrastructure services, if applicable; 

c) the infrastructure services provided by the operator; 

d) any preferences expressed by the operator’s customers to the ACCC; 

e) any views expressed by a State Agency to the ACCC; 

f) whether the relevant law of a State is being transitioned so that the operator’s 
infrastructure charges will at a future date be determined or approved by a single 
State Agency in a way that is consistent with paragraph 29(2)(b);12 

g) the proportion of the infrastructure operator’s revenue to be recovered from 
infrastructure charges; 

h) any other matters that the ACCC considers relevant. 

Under subrule 23C(6) the exemption may be for a specified period; or for an unspecified 
period but subject to review at specified times. 

4. Consultation 
The ACCC conducted a two-week consultation on this decision between 3 and 17 November 
2021. Sunwater shared the details of the consultation with its customers by email. The 
ACCC received a single submission in response to this consultation from Mallawa Irrigation, 
a customer of Sunwater. 

Mallawa Irrigation distributes water to around 50 customers in the St George channel 
scheme. From July 1, 2018 Mallawa Irrigation took over ownership and management of the 
scheme following a ballot by its customers. Sunwater continues to manage the bulk assets, 
including the dam.13 

Mallawa Irrigation submitted that if the ACCC was to apply the requirements of Part 6 of the 
WCR to Sunwater, this would materially contribute to achieving the Basin water charging 

 
11 Productivity Commission, Assessment of National Water Initiative implementation progress (2017-2020): 
Productivity Commission National Water Reform 2020 Inquiry Report, pages 92 and 94. Available at 
https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf 

12 The WCR include a note for Subrule 23C(5) that states ‘For paragraph (f), once that is the case, paragraph 
23(a) will cease to apply to the operator, and the operator will no longer be a Part 6 operator.’ 

13 Mallawa Irrigation see https://mallawairrigation.com.au/. Accessed 23 November 2021.  

https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf
https://mallawairrigation.com.au/
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objectives and principles. This is discussed further under section 5.1(d) and the submission 
is provided in full at Attachment C. 

5. Reasons for decision and assessment of matters 
In making its decision, the ACCC must have regard to the matters set out under subrule 
23C(5) of the WCR and must be satisfied that the application of these requirements would 
not materially contribute to achieving the Basin water charging objectives and principles. The 
remainder of this document sets out how the ACCC has considered these matters and gives 
more detail of the reasons for the decision to grant the exemption. 
The matters weighing in favour of an exemption are, in summary:  

• the proportion of Sunwater’s operations that are inside the Basin, and therefore the 
relevant volumes and related revenue, are relatively small and therefore not 
material, this is discussed under sections 5.1(a), (b), (c) and (g). 

• the application of the Part 6 requirements would require Sunwater to undergo two 
regulatory price setting processes. That is, the ACCC would set Basin infrastructure 
charges under Part 6 and the rest of Sunwater’s charges would be set under the 
existing Queensland price setting framework. This would increase regulatory burden 
and would not achieve economically efficient and sustainable use of government 
resources devoted to the management of water resources, discussed under 
section 5.1(h) 

• the State regulatory framework, particularly the Queensland Competition Authority 
(QCA) investigation process, provides a level of transparency over the setting of 
Sunwater’s charges, and in this respect broadly aligns with the Basin water charging 
objectives and principles (also discussed under section 5.1(h).  

There are also matters that weigh against granting Sunwater an exemption. These are that: 

• the Queensland price setting framework allows the QCA to recommend prices only, 
the prices are set at the Shareholding Ministers’ discretion 

• further, within this price setting framework, the QCA review process has certain 
aspects that do not fully achieve the Basin water charging objectives and principles. 

Further detail of the ACCC’s assessment of these matters is set out in the following section.  

As part of the current renewal of the NWI, a separate process, the Productivity Commission 
has also noted the limitations of the Queensland price setting framework (discussed below).  

The ACCC considers that the matters weighing against an exemption do not outweigh the 
reasons mentioned in favour of granting the exemption, including the anticipated costs of 
increased regulatory burden. At this time, the ACCC is satisfied that applying the 
requirements under Part 6 would not materially contribute to achieving the Basin water 
charging objectives and principles. However, the ACCC also considers that as there are 
aspects of the Queensland regulatory framework that could better reflect particular water 
charging objectives and principles, that the exemption should provide for review. In parallel, 
the renewal of the NWI will provide a process to renew commitment to the water charging 
objectives and principles and identify further potential reforms to Queensland’s regulatory 
framework. 

The ACCC has therefore decided to grant Sunwater an exemption from the operation of the 
requirements of divisions 2, 3 and 4 of Part 6 of the WCR that is subject to review in 5 years’ 
time. 
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The Productivity Commission’s latest assessment of parties’ progress on implementing the 
NWI was released in September 2021. It noted that: 

Prices for irrigation services in Queensland, which are set by the government on the 
recommendation of the QCA, have been transitioning towards cost recovery. However 
there is still significant progress to be made. As at the 2021 financial year, less than 50 
per cent of allocations were charged at cost recovery levels for Sunwater and Seqwater.  

It further notes that decisions in 2020 by the Queensland Government to not increase prices, 
contrary to the QCA’s recommendations, have slowed the transition towards cost-reflective 
pricing.14 This is discussed further under section 5.1(h). 

The ACCC understands that the renewal of the NWI is due to be agreed in 2022 and states 
and territory governments are responsible for the implementation of the majority of the 
commitments under the agreement. The ACCC notes that the Queensland Government has 
not yet formally responded to the Productivity Commission’s assessment. The ACCC 
considers that 5 years (from the time this exemption is granted) should provide an adequate 
amount of time for the NWI renewal, and the early stages of its implementation, to take 
place. 

5.1. ACCC consideration of matters in subrule 23C(5) of the WCR 
In making the decision to grant Sunwater an exemption from its Part 6 obligations, the ACCC 
is required to, and has considered, the matters specified in subrule 23C(5) of the WCR, as 
set out below.  
Sunwater operates both inside and outside the Basin, as discussed in section 3, but the 
consideration of these matters relates only to Sunwater’s operations within the Basin. 

a) the total volume of water access rights in relation to which bulk water 
services are provided by the operator, if applicable 

A ‘bulk water service’ is a service that is provided for the storage of water that is primarily 
stored on-river, or a service that is provided for the delivery of water that is primarily 
delivered on-river or a combination of both.15 This can be considered as a subset of 
infrastructure services. An infrastructure service refers to access, or a service provided in 
relation to access, to water service infrastructure and includes the storage, delivery, 
drainage and taking of water.16 

The total nominal volume of water access entitlements17 in relation to which Sunwater 
provides bulk water services within the Queensland MDB is 151 GL.18 This is a relatively 
small volume and represents approximately 0.8% of the total surface water entitlements held 

 
14 Productivity Commission, Assessment of National Water Initiative implementation progress (2017-2020): 
Productivity Commission National Water Reform 2020 Inquiry Report, pages 92 and 94. Available at 
https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf   
(accessed on 23 November 2021). 

15 Regulation 1.03 of the Water Regulations 2008 (Cth). 

16 Rule 3 of the WCR. 

17 Section 4(1) of the Water Act then defines a ‘water access entitlement’ as ‘a perpetual or ongoing entitlement, 
by or under a law of a State, to exclusive access to a share of the water resources of a water resource plan area’. 
Water access entitlements are referred to as water allocation in Queensland. There are two main types of water 
allocations–high priority and medium priority. For further information, see 
https://www.sunwater.com.au/customer/announced-allocations/. Accessed 9 November 2021.  

18 Attachment B: Sunwater exemption application, 8 November 2021, Table 6, page 19. 

https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf
https://www.sunwater.com.au/customer/announced-allocations/
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in the Basin (~18,000 GL), and 3.8% of the surface water entitlements held in the Northern 
Basin (~4,000 GL)19. Sunwater also notes that this volume of rights represents only 5.8% of 
the volume of Sunwater’s total operations across Queensland (2,620 GL). The Sunwater 
exemption application, at Attachment B, includes a breakdown of the volume of water rights 
in each scheme operated by Sunwater within the Basin.20 

To consider Sunwater’s relative size in the Basin more broadly, Sunwater’s provision of 
infrastructure services also represents a very small proportion of water delivered by 
infrastructure operators in the Basin; making up only 0.7% of the volume of water delivered 
from 2015-16 to 2019-20 (see Table 1). 

Table 1:  Volume and proportion of water delivered by Basin infrastructure operators 
(GL), 2015-16 to 2019-20 

  2015-16 2016-17 2017-18 2018-19 2019-20 Average Proportion 
Sunwater 41.2 53.1 45.3 38.1 33.7 42.3 0.72% 
WaterNSW 3,077.8 5,067.0 4,915.3 2,648.5 1,405.1 3,422.7 58.07% 
GMW 1,981.6 1,632.5 2,335.1 1,696.1 1,461.7 1,821.4 30.90% 
LMW 599.9 500.5 574.2 604.8 570.0 569.9 9.67% 
DRDMW 6.9 20.4 44.7 34.9 1.7 21.7 0.37% 
GWMWater 0.1 0.2 27.6 29.9 22.0 16.0 0.27% 
TOTAL 5,707.4 7,273.7 7,942.2 5,052.3 3,494.2 5,894.0 100.0% 

Note:  DRDMW = Queensland Department of Regional Development, Manufacturing and Water, GMW = 
Goulburn-Murray Water, LMW = Lower Murray Water. 

 Water deliveries made to private diverters, urban water network operators, environmental water holders, 
irrigation networks and other. 

Source: Responses to annual ACCC requests for information, 2015-16 to 2019-20. 

The relatively small volume of water access rights in relation to which bulk water services 
are provided, as well as Sunwater’s generally small volumes in the Basin, means that the 
application of Part 6 to this proportion of Sunwater’s operations would not materially 
contribute to achieving the Basin water charging objectives and principles.  

Consideration of this factor weighs strongly towards the view that the application of Part 6 
requirements to Sunwater would not materially contribute to achieving the Basin water 
charging objectives and principles. 

b) the total volume of water subject to water sharing arrangements in 
relation to which the operator provides infrastructure services, if 
applicable  

Sunwater does not have any water sharing arrangements21 with other Basin States. 

Sunwater ‘does allow temporary transfers from the Macintyre Brook bulk water supply 
scheme to the Border Rivers water supply scheme Zone B. If water users from NSW wish to 

 
19 Bureau of Meteorology, Entitlement on issue history–Murray-Darling Basin. See, 
http://www.bom.gov.au/water/dashboards/#/water-markets/mdb/eoi. Accessed 8 November 2021.   

20 Attachment B: Sunwater exemption application, 8 November 2021, Table 6, page 19. 

21 The term ‘water sharing arrangements’ is not defined within the WCR, or the Water Act. The ACCC considers 
the term, as contained in subrule 23C(5)(b) of the WCR, means ‘arrangements for the sharing of water between 
more than one Basin State’. This takes into account the statutory context and the underlying rational of Part 6 of 
the WCR as described in the ACCC Water Charge Rules Final Advice 2016, which was that regulatory oversight 
should apply where there is the least meaningful competitive pressure, and this occurs where operators provide 

http://www.bom.gov.au/water/dashboards/#/water-markets/mdb/eoi
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access temporary transfers from the Macintyre Brook bulk water supply scheme, the State of 
Queensland (represented by DRDMW) can act as an intermediator and on trade temporary 
transfers from Macintyre Brook.’22 

Sunwater has advised that in the instance a Macintyre Brook water user sells water to a user 
in the Border Rivers, that ‘Sunwater continues to charge the seller for the Part A (fixed) 
charges. The seller also gets charged for the Part B (volumetric) charges for the “at farm” 
amount (i.e. after losses)’.23 This means Sunwater is not imposing charges on users in other 
states, nor imposing any additional or different charges for facilitating the sharing of water 
between interstate users. As such, the ACCC considers that Sunwater is not levying 
infrastructure charges for infrastructure services in relation to the storage or delivery of water 
necessary to give effect to an arrangement for the sharing of water between more than one 
Basin State. 

Consideration of this factor weighs strongly towards the view that the application of Part 6 
requirements to Sunwater would not materially contribute to achieving the Basin water 
charging objectives and principles. 

c) the infrastructure services provided by the operator 

Sunwater has advised it provides bulk water storage in each Basin scheme using dams or 
weirs and releases water to offtakes or interconnection points located in-stream or 
in-storage. Sunwater holds a resource operations licence24 for each scheme, which allows it 
to interfere with the flow of water to operate the relevant water infrastructure and use 
watercourses to deliver water to allocation holders. 

Sunwater provides infrastructure services in the following water supply schemes (further 
information on each of these schemes is available in Attachment B25): 

• Chinchilla Weir: 28 customers holding 4.0 GL of water access entitlements 

• Cunnamulla: 24 customers holding 2.6 GL of water access entitlements 

• Macintyre Brook: 89 customers holding 25.0 GL of water access entitlements 

• Maranoa: 4 customers26 holding 0.8 GL of water access entitlements 

• St George: 175 customers holding 85.0 GL of water access entitlements 

• Upper Condamine: 91 customers holding 34.0 GL of water access entitlements. 

The sum total of the customers in these schemes is 411, with those customers holding ~151 
GL of water access entitlements.  

 
bulk water services to water access right holders or provide infrastructure services to give effect to water sharing 
arrangements between Basin States (page xiv). 

22 Attachment B: Sunwater exemption application, 8 November 2021, page 20. 

23 Attachment B: Sunwater exemption application, 8 November 2021, page 20. 

24 Section 176 of the Water Act 2000 (Qld) states that ‘A resource operations license is an authorisation–(a) to 
interfere with the flow of water to the extent necessary to construct of operate the water infrastructure to which 
the license applies; or (b) to take water or interfere with the flow of water to distribute water under water 
allocations.’ See https://www.legislation.qld.gov.au/view/pdf/inforce/current/act-2000-034. Accessed 8 November 
2021.  

25 Attachment B: Sunwater exemption application, 8 November 2021, Tables 8-13, pages 22-25.  

26 Maranoa River customers are not currently paying irrigation charges. Attachment B: Sunwater exemption 
application, 8 November 2021, page 11, footnote 23. 

https://www.legislation.qld.gov.au/view/pdf/inforce/current/act-2000-034
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The relatively small number of customers and volume of entitlements held by customers 
means that the scale of Sunwater’s infrastructure services is also relatively small. The 
ACCC’s final advice stated, specifically in reference to Part 6 operators in Queensland, that 
the approval or determination of Sunwater’s ‘infrastructure charges in the MDB under Part 6 
and by the ACCC is not the preferred outcome, particularly in light of the small scale of 
operations in MDB areas’.27  

As such, consideration of this factor weighs strongly towards the view that the application of 
Part 6 requirements to Sunwater would not materially contribute to achieving the Basin water 
charging objectives and principles. 

d) any preferences expressed by the operator’s customers to the ACCC  
Stakeholders who made submissions to the ACCC’s water charge rules review (upon which 
the WCR are based) were concerned that price determination by the ACCC would involve a 
new type of ‘heavy handed’ regulation and duplication with existing Queensland processes, 
for little benefit28. In particular, the: 

• Queensland Farmers Federation was concerned that direct ACCC regulation would 
result in additional cost and regulation  

• Local Government Association of Queensland did not support ACCC regulation, 
although it foresaw a role for ACCC guidance in relation to a water charging 
framework based on clear principles.  

Mallawa Irrigation’s submission to the ACCC consultation on this exemption decision, which 
is provided in full at Attachment C, states 

There is some huge expenditure by Sunwater that would appear to go largely 
unchallenged by the current regulator the QCA and at the same time Sunwater seem to 
struggle to explain in depth a breakdown of these costs.  

[…] 

Having dealt with both the ACCC and QCA, I believe that the ACCC would appear to 
provide a higher level of scrutiny upon lines of expenditure by the likes of Sunwater. 

Considering these competing views, the customer preference factor does not weigh in either 
direction in assessing whether the application of Part 6 requirements to Sunwater would not 
materially contribute to achieving the Basin water charging objectives and principles. 

e) any views expressed by a State Agency to the ACCC  

The ACCC has consulted with the QCA and the QCA has not expressed a view as to 
whether Sunwater should be granted an exemption. The QCA referred the ACCC to publicly 
available information about the QCA’s role and its pricing investigations which is discussed 
below in section 5.1(h). 
  

 
27 ACCC Water Charge Rules Final Advice, page 150, available at https://www.accc.gov.au/regulated-
infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice. Accessed 
8 November 2021.  

28 ACCC Water Charge Rules Final Advice, page 145, available at https://www.accc.gov.au/regulated-
infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice. Accessed 
8 November 2021 

https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice
https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice
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f) whether the relevant law of a State is being transitioned so that the 
operator’s infrastructure charges will at a future date be determined or 
approved by a single State Agency in a way that is consistent with 
paragraph 29(2)(b) 

The ACCC is not aware of any plans to transition the relevant Queensland State law so that 
Sunwater’s infrastructure charges will at a future date be determined or approved by a single 
State Agency in a way that is consistent with subrule 29(2)(b) of the WCR.  

This factor does not weigh in either direction in assessing whether the application of Part 6 
requirements to Sunwater would not materially contribute to the achievement of the Basin 
water charging objectives and principles.  

However, as discussed further in 5.1(h), the ACCC notes that the current Queensland 
framework generally facilitates efficient water use and provides a level of transparency which 
broadly aligns with the relevant Basin water charging objectives and principles, including 
benchmarking and the public reporting of government subsidies. 

g) the proportion of the infrastructure operator’s revenue to be recovered 
from infrastructure charges 

In 2021/22, Sunwater expects to recover $6.57 million from infrastructure charges and a 
Community Service Obligation (CSO) payment of approximately $0.95 million from the 
Queensland Government for the Basin schemes. 

Sunwater advised that this represents less than 2 per cent of its total forecast revenue 
across all schemes and revenue sources ($483 million). This is because the assets and 
infrastructure services provided in the Basin schemes are relatively small, particularly when 
compared to non-Basin schemes.29 

Consideration of this factor weighs strongly towards the view that the application of Part 6 
requirements to Sunwater would not materially contribute to achieving the Basin water 
charging objectives and principles. 

h) any other matters that the ACCC considers relevant. 

The ACCC considers that increased regulatory burden resulting from the application of 
Part 6 to Sunwater, the role of the QCA and the renewal of the NWI to be relevant matters to 
consider when making this exemption decision.  

Two frameworks would result in increased regulatory burden 

If divisions 2, 3 and 4 of Part 6 apply to Sunwater, a second ACCC price setting framework 
will need to be applied. The application of Part 6 requirements would mean all of Sunwater’s 
infrastructure charges that fall within the scope of section 91 of the Water Act would be 
regulated by the ACCC, and the remainder of Sunwater’s non-Basin irrigation charges would 
continue to be reviewed by the QCA under current arrangements. In the ACCC’s view this 
would result in unnecessary regulatory burden and would not promote the economically 
efficient and sustainable use of government resources devoted to the management of water 
resources.30 

 
29 Attachment B: Sunwater exemption application, 8 November 2021, page 25. 

30 Part 2, Water charging objectives (a)(iii), Attachment A: Basin water charging objectives and principles 
(Schedule 2, Water Act 2007). 
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Although the ACCC has not estimated what this would cost, Sunwater estimates its project 
costs for the 2021-2024 QCA irrigation price review were approximately $2.5 million, which 
provides an indication of the potential costs to Sunwater of running an additional pricing 
determination process.31 This figure is the approximate project costs for Sunwater and 
another party and does not include the costs incurred by the QCA. The ACCC accepts that 
applying a second price setting process for Sunwater’s Basin schemes will likely create 
additional costs which will ultimately be passed onto Sunwater’s customers.  

The QCA process provides a level of transparency but does not fully 
implement the objectives and principles 

At the request of the Queensland Government, the QCA can investigate and recommend 
irrigation prices charged by Sunwater.32  

Under section 23 of the Queensland Competition Authority Act 1997 (Qld) (the QCA Act), the 
responsible Minister (currently the Treasurer of Queensland) may refer the QCA to 
investigate the pricing practices of Sunwater’s monopoly business activities. In undertaking 
an investigation, the QCA is required to have regard to the matters listed in section 26 of the 
QCA Act and the Treasurer’s referral.33  

Among other things, the matters listed under section 26 include the need for efficient 
resource allocation, the protection of consumers from abuses of monopoly power, the cost of 
providing the goods or services in an efficient way having regard to relevant interstate and 
international benchmarks as well as the appropriate rate of return on assets.34 The ACCC 
assesses that the QCA’s consideration of ‘the actual cost of providing the goods or services’ 
and ‘considerations of demand management’35 contributes to achieving the water charging 
principle of developing pricing policies to facilitate efficient water use.36  

Recommendations by the QCA for the use of tariff structures that include a volumetric price 
that covers variable costs associated with the delivery of water services37 directly reflect the 
water charging principle that ‘water charges are to include a consumption-based 
component’.38 

 
31 Attachment B: Sunwater exemption application, 8 November 2021, page 26. 

32 The QCA can also investigate and recommend irrigation prices charged by Seqwater which is another 
government-owned corporation that in south east Queensland, outside the Basin. See 
https://www.qca.org.au/project/rural-water/. Accessed 8 November 2021.  

33 Section 24 of the Queensland Competition Act 1997. Available at 
https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh. Accessed 8 November 2021.  

34 Section 26 of the Queensland Competition Act 1997, Matters to be considered by authority for investigation 
(1)(d)(ii) and (h), Available at https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh. Accessed 8 
November 2021. 

35 Section 26.1 of the Queensland Competition Act 1997. Available at 
https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh. Accessed 9 December 2021. 

36 Part 3, Water storage and delivery (1) ‘Pricing policies for water storage and delivery in rural systems are to be 
developed to facilitate efficient water use and trade in water entitlements’, Attachment A: Basin water charging 
objectives and principles (Schedule 2, Water Act 2007). 

37 QCA, Final Report: Rural irrigation price review 2020–24, Part B: Sunwater, January 2020 
https://www.qca.org.au/wp-content/uploads/2020/02/irrigation-price-review-part-b-sunwater-final-report.pdf, 
page 133. Accessed 11 November 2021. 

38 Part 3, Water storage and delivery (2), Attachment A: Basin water charging objectives and principles 
(Schedule 2, Water Act 2007). 

https://www.qca.org.au/project/rural-water/
https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh
https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh
https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh
https://www.qca.org.au/wp-content/uploads/2020/02/irrigation-price-review-part-b-sunwater-final-report.pdf
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The QCA process also provides an opportunity for a level of transparency of charges and 
cost recovery, and independent economic oversight over Sunwater’s rural water charges. 
The ACCC considers that these matters demonstrate that the QCA review process ultimately 
contributes to the achievement of the Basin water charging objectives and principles under 
the Water Act.  

Within this overarching view, there are some aspects of the price setting process in 
Queensland that do not fully adhere to specific objectives and principles. These are 
discussed below. 

The QCA investigates at the direction of the Queensland Government and can make 
recommendations only 

As mentioned above, the QCA is directed to investigate charges by the Queensland 
Government. It is not required by law to conduct a regular review of Sunwater’s pricing 
practices or non-urban infrastructure charges. Further, the outcome of a review is 
‘recommendations’ only: that is, it is a matter for the Shareholding Minister to choose to 
accept them. This means that despite the attributes of the QCA process and considerations, 
the resulting recommendations may not always be applied.   

In 2012, the QCA recommended irrigation prices for Sunwater's bulk water supply and 
distribution schemes to apply from 1 July 2012 to 30 June 2017 which were accepted by the 
relevant Minsters without qualification.39 In 2016, the government decided to extend the 
irrigation pricing policies by two years, until 30 June 2019. 

In 2020, the Treasurer of Queensland decided that for 2020-21 prices should remain at 
2019-20 levels or be set at 2020-21 QCA-recommended prices, whichever is lower.40 This 
was in light of ‘the impacts arising from drought, current broader economic conditions and 
the coronavirus (COVID-19) outbreak on irrigators’ businesses and the ability of these 
businesses to withstand an increase to rural irrigation prices at this time; and…stakeholder 
submissions that paying for any share of dam safety upgrade costs is not affordable’. 

In October 2020, the Queensland Government then made a further commitment to discount 
irrigation prices by 50 per cent for horticultural crops and 15 per cent for all other irrigation.41 

The Productivity Commission notes that these commitments to reduce water prices for 
irrigation customers, where reductions are based on the type of agricultural activity 
undertaken, would be of potential concern, if implemented, as ‘charging differential prices 
based on end use (where different end uses do not affect the cost of supply) undermines the 
NWI principle of user-pays and represents a clear deviation from the NWI principle of cost-

 
39 Notification made under section 36 of the Queensland Competition Act 1997 and dated 30 June 2012. See, 
https://www.qca.org.au/wp-content/uploads/2019/05/8077_W-Sunwater-Minister-LetterDecision-0812-1.pdf. 
Accessed 8 November 2021.   

40 Extraordinary Queensland Government Gazette No. 5 for 5 May 2020, Volume 384, page 28. 
https://www.publications.qld.gov.au/dataset/extraordinary-gazettes-may-2020/resource/f7a9a6ea-eaa9-4a1d-
b23f-e057f2044aa9. Accessed on 8 November 2021.  

41 Department of Regional Development, Manufacturing and Water (Qld), Irrigation pricing discounts 2021-24, 
https://www.rdmw.qld.gov.au/water/consultations-initiatives/irrigation-pricing-discounts-2021-24. Accessed 
8 November 2021.  

Sunwater, Irrigation Pricing Discounts 2021-24: June 2021 update, https://www.sunwater.com.au/wp-
content/uploads/Home/Customer/Fees-Charges/QGOV_Irrigation%20Pricing%20Discounts%202021-
24_Fact%20sheet_14062021.pdf. Accessed 1 November 2021. 

https://www.qca.org.au/wp-content/uploads/2019/05/8077_W-Sunwater-Minister-LetterDecision-0812-1.pdf
https://www.publications.qld.gov.au/dataset/extraordinary-gazettes-may-2020/resource/f7a9a6ea-eaa9-4a1d-b23f-e057f2044aa9
https://www.publications.qld.gov.au/dataset/extraordinary-gazettes-may-2020/resource/f7a9a6ea-eaa9-4a1d-b23f-e057f2044aa9
https://www.rdmw.qld.gov.au/water/consultations-initiatives/irrigation-pricing-discounts-2021-24
https://www.sunwater.com.au/wp-content/uploads/Home/Customer/Fees-Charges/QGOV_Irrigation%20Pricing%20Discounts%202021-24_Fact%20sheet_14062021.pdf
https://www.sunwater.com.au/wp-content/uploads/Home/Customer/Fees-Charges/QGOV_Irrigation%20Pricing%20Discounts%202021-24_Fact%20sheet_14062021.pdf
https://www.sunwater.com.au/wp-content/uploads/Home/Customer/Fees-Charges/QGOV_Irrigation%20Pricing%20Discounts%202021-24_Fact%20sheet_14062021.pdf
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reflective pricing’.42 The Queensland Government also provides a transparent CSO to 
providers to achieve full cost recovery which is discussed in the two following sections. 

The recommended prices do not aim to achieve full cost recovery 

The ACCC notes the water charging objectives and principles state that water charges in the 
rural water sector are to continue to move towards upper bound pricing where practicable.43 
However, Sunwater’s pricing regime generally aims to achieve lower-bound pricing for 
irrigation customers in its Basin schemes.  

Full commercial or 'upper bound' prices include the same costs as lower bound prices as 
well as a provision for the costs of capital. 

The NWI describes upper bound and lower bound pricing as follows:  

lower bound pricing – the level at which to be viable, a water business should recover, 
at least, the operational, maintenance and administrative costs, externalities, taxes or 
TERs (not including income tax), the interest cost on debt, dividends (if any) and make 
provision for future asset refurbishment/replacement. Dividends should be set at a level 
that reflects commercial realities and stimulates a competitive market outcome. 

upper bound pricing –the level at which, to avoid monopoly rents, a water business 
should not recover more than the operational, maintenance and administrative costs, 
externalities, taxes or tax equivalent regimes (TERs), provision for the cost of asset 
consumption and cost of capital, the latter being calculated using a weighted average 
cost of capital WACC.44 

It is important to note that while lower bound prices are referred to as 'cost reflective', they 
still involve a subsidy from taxpayers, as the water businesses are neither earning a return 
on, nor recovering, the initial investment in the existing assets.45 

A key principle of the Queensland Government’s policy is that prices should increase 
gradually until they reach a cost-reflective level, ‘where they recover the irrigation share of 
the water scheme’s operating, maintenance and capital renewal costs but do not recover a 
return on, or of, the scheme’s initial asset base (as at 1 July 2000)’.46 

 
42 Productivity Commission, Assessment of National Water Initiative implementation progress (2017-2020): 
Productivity Commission National Water Reform 2020 Inquiry Report, page 94. Available at 
https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf. 
Accessed 23 November 2021. 

43 Part 3, Water storage and delivery (4), Attachment A: Basin water charging objectives and principles 
(Schedule 2, Water Act 2007). 

44 Intergovernmental agreement on a National Water Initiative between the Commonwealth of Australia and the 
Governments of New South Wales, Victoria, Queensland, South Australia, the Australian Capital Territory and 
the Northern Territory, page 29 and 30. Available at, 
https://www.awe.gov.au/sites/default/files/sitecollectiondocuments/water/Intergovernmental-Agreement-on-a-
national-water-initiative.pdf. Accessed 23 November 2021. 

45 QCA, Fact Sheet: Summary of Irrigation Pricing Approach, https://www.qca.org.au/wp-
content/uploads/2019/05/summary-of-irrigation-pricing-approach.pdf, page 1. Accessed 8 November 2021. 

46 QCA, Fact Sheet: Summary of Irrigation Pricing Approach, https://www.qca.org.au/wp-
content/uploads/2019/05/summary-of-irrigation-pricing-approach.pdf, page 3. Accessed 8 November 2021.  

https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf
https://www.awe.gov.au/sites/default/files/sitecollectiondocuments/water/Intergovernmental-Agreement-on-a-national-water-initiative.pdf
https://www.awe.gov.au/sites/default/files/sitecollectiondocuments/water/Intergovernmental-Agreement-on-a-national-water-initiative.pdf
https://www.qca.org.au/wp-content/uploads/2019/05/summary-of-irrigation-pricing-approach.pdf
https://www.qca.org.au/wp-content/uploads/2019/05/summary-of-irrigation-pricing-approach.pdf
https://www.qca.org.au/wp-content/uploads/2019/05/summary-of-irrigation-pricing-approach.pdf
https://www.qca.org.au/wp-content/uploads/2019/05/summary-of-irrigation-pricing-approach.pdf
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The QCA is also required to consider the social impact of pricing practices47, which is not a 
consideration in the water charging objectives and principles. 

Sufficient revenue streams are made up by a Community Service Obligation 

Where the irrigation price is lower than the Government’s lower bound costs, the 
Queensland Government provides a CSO to cover the shortfall.48 In 2020–21, this CSO 
payment was $11.9 million for all of Sunwater’s regulated water supply schemes.49  

The ACCC notes the water charging objectives and principles state that subsidies are to be 
reduced or eliminated where practicable but, where a CSO is necessary to achieve full cost 
recovery, the size of the subsidy should be reported publicly.50 The subsidy provided by the 
Queensland Government described above is published via a CSO on Sunwater’s website, in 
aggregate, rather than specifically indicating the scale of the subsidy for Sunwater’s Basin 
schemes.51  

That said, as noted by the Productivity Commission ‘the use of transparent CSOs at least 
ensures that non-irrigator customers are not cross-subsidising irrigators in circumstance 
such as these’.52 

The ACCC is of the view that the QCA process ultimately contributes to the achievement of 
the Basin water charging objectives and principles, and as such gives further weight in 
favour of granting an exemption. The ACCC also considers that the materiality and 
regulatory burden considerations outlined above greatly outweigh these factors. 

Sunwater’s views in its exemption application 

In its exemption application (Attachment B), Sunwater stated it considers the ACCC should 
be satisfied that the application of Part 6 obligations to Sunwater would not materially 
contribute to the achievement of the Basin water charging objectives and principles, 
because: 

• the Queensland regulatory regime that Sunwater operates under allows for the 
investigation of Sunwater's pricing practices by an independent economic regulator, 
applying criteria and an approach that is well aligned with, and will contribute to, the 

 
47 Section 26 of the Queensland Competition Act 1997, Matters to be considered by authority for investigation 
(1)(i), Available at https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh. Accessed 8 November 
2021. 

48 QCA, Final Report: Rural irrigation price review 2020–24, Part A: Overview, January 2020 
https://www.qca.org.au/wp-content/uploads/2020/02/irrigation-price-review-final-report-part-a-overview-final.pdf, 
page 8. Accessed 8 November 2021.  

49 This applies to Sunwater’s regulated water supply schemes both inside and outside the Basin. Sunwater 
Annual Report Annual Report 2020-21, page 28. See: https://www.sunwater.com.au/wp-
content/uploads/Home/About/Publications/Annual_Report_20-21.pdf. Accessed 9 November 2021. 

50 Part 3, Water storage and delivery (6), Attachment A: Basin water charging objectives and principles 
(Schedule 2, Water Act 2007). 

51 Budget Strategy and Outlook 2020-21, Appendix A: Concessions Statement, see 
https://budget.qld.gov.au/files/BP2_Appendix_A_Concessions_Statement.pdf. Accessed 8 November 2021.    

52 Productivity Commission, Assessment of National Water Initiative implementation progress (2017-2020): 
Productivity Commission National Water Reform 2020 Inquiry Report, page 94. Available at 
https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf   
Accessed 23 November 2021. 

https://www.legislation.qld.gov.au/view/html/asmade/act-1997-025/lh
https://www.qca.org.au/wp-content/uploads/2020/02/irrigation-price-review-final-report-part-a-overview-final.pdf
https://www.sunwater.com.au/wp-content/uploads/Home/About/Publications/Annual_Report_20-21.pdf
https://www.sunwater.com.au/wp-content/uploads/Home/About/Publications/Annual_Report_20-21.pdf
https://budget.qld.gov.au/files/BP2_Appendix_A_Concessions_Statement.pdf
https://www.pc.gov.au/inquiries/completed/water-reform-2020/report/water-reform-2020-assessment.pdf
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achievement of the water charging objectives and principles in the Water Act 2007 
(Cth) without the application of Part 6 of the Rules 

• as a consequence of that regime, there will be limited incremental gains in terms of 
the achievement of the water charging objectives and principles through the 
application of Part 6 to Sunwater 

• the Sunwater bulk water supply schemes form a very small proportion of the water 
infrastructure and water supply volumes in the Basin such that the application of Part 
6 to Sunwater 

o would not materially contribute to the achievement of the water charging 
objectives and principles in respect of the Basin as a whole 

o in fact, would create perverse outcomes in Queensland, through applying Part 
6 of the Rules to a small proportion of Sunwater operations, giving rise to 
inconsistent pricing arrangements across Sunwater's operations and 
increased regulatory costs through subjecting Sunwater to two different 
regulatory regimes. 

Having assessed the matters it is required to consider, the ACCC’s conclusions generally 
accord with Sunwater’s views and the reasons they give in favour of an exemption. 

The renewal of the National Water Initiative 

The ACCC also considers the commitment to ongoing implementation and the renewal of 
the NWI to be a relevant matter to consider when making this exemption decision.  

As mentioned above, the ACCC understands that a refreshed NWI is due to be agreed in 
2022 and considers that 5 years (from the time this exemption is granted) should provide an 
adequate amount of time for the NWI renewal, and the early stages of its implementation, to 
take place. 

Having regard to all the matters considered in section 5.1(h), consideration of this factor 
weighs strongly towards the view that the application of Part 6 requirements to Sunwater 
would not at present materially contribute to achieving the Basin water charging objectives 
and principles. 

6. Conclusion  
For the reasons outlined above, the ACCC has decided to grant Sunwater an exemption 
from the operation of the requirements of divisions 2, 3 and 4 of Part 6 of the WCR that is 
subject to review in 5 years. 

This is because the ACCC has considered the matters under subrule 23C(5) and is satisfied 
at present that the application of the requirements in divisions 2, 3 and 4 of Part 6 to 
Sunwater would not materially contribute to the achievement of the Basin water charging 
objectives and principles set out in Schedule 2 of the Water Act. That said, the ACCC 
considers there are aspects of the Queensland regulatory framework that could be 
strengthened to better reflect particular Basin water charging objectives and principles. 
National water reform commitments, including to the water charging objectives and 
principles, are currently under review by the Australian and State and Territory governments. 
As such, the ACCC will review the decision to exempt Sunwater in 5 years’ time. 

 

 



Attachment A: Basin water charging objectives and 
principles (Schedule 2, Water Act 2007) 
 
Schedule 2—Basin water charging objectives and 

principles 
Note:       See section 4. 

Part 1—Preliminary 

1  Objectives and principles 

                   This Schedule sets out: 
                     (a)  the Basin water charging objectives; and 
                     (b)  the Basin water charging principles. 

Note 1:       These objectives and principles are relevant to the formulation of water charge rules under 
section 92 of this Act. 

Note 2:       These objectives and principles are based on those set out in clauses 64 to 77 of the National 
Water Initiative when Part 2 of this Act commences. 

Part 2—Water charging objectives 

2  Water charging objectives 

                   The water charging objectives are: 
                     (a)  to promote the economically efficient and sustainable use of: 
                              (i)  water resources; and 
                             (ii)  water infrastructure assets; and 
                            (iii)  government resources devoted to the management of water resources; and 
                     (b)  to ensure sufficient revenue streams to allow efficient delivery of the required 

services; and 
                     (c)  to facilitate the efficient functioning of water markets (including inter-jurisdictional 

water markets, and in both rural and urban settings); and 
                     (d)  to give effect to the principles of user-pays and achieve pricing transparency in 

respect of water storage and delivery in irrigation systems and cost recovery for 
water planning and management; and 

                     (e)  to avoid perverse or unintended pricing outcomes. 

Part 3—Water charging principles 

3  Water storage and delivery 

             (1)  Pricing policies for water storage and delivery in rural systems are to be developed to 
facilitate efficient water use and trade in water entitlements. 

             (2)  Water charges are to include a consumption-based component. 



             (3)  Water charges are to be based on full cost recovery for water services to ensure business 
viability and avoid monopoly rents, including recovery of environmental externalities 
where feasible and practical. 

             (4)  Water charges in the rural water sector are to continue to move towards upper bound 
pricing where practicable. 

             (5)  In subclause (4): 

upper bound pricing means the level at which, to avoid monopoly rents, a water 
business should not recover more than: 

                     (a)  the operational, maintenance and administrative costs, externalities, taxes or tax 
equivalent regimes; and 

                     (b)  provision for the cost of asset consumption; and 
                     (c)  provision for the cost of capital (calculated using a weighted average cost of capital). 

             (6)  If full cost recovery is unlikely to be achieved and a Community Service Obligation is 
deemed necessary: 

                     (a)  the size of the subsidy is to be reported publicly; and 
                     (b)  where practicable, subsidies or Community Service Obligations are to be reduced or 

eliminated. 

             (7)  Pricing policies should ensure consistency across sectors and jurisdictions where 
entitlements are able to be traded. 

4  Cost recovery for planning and management 

             (1)  All costs associated with water planning and management must be identified, including 
the costs of underpinning water markets (such as the provision of registers, accounting 
and measurement frameworks and performance monitoring and benchmarking). 

             (2)  The proportion of costs that can be attributed to water access entitlement holders is to be 
identified consistently with the principles set out in subclauses (3) and (4). 

             (3)  Water planning and management charges are to be linked as closely as possible to the 
costs of activities or products. 

             (4)  Water planning and management charges are to exclude activities undertaken for the 
Government (such as policy development and Ministerial or Parliamentary services). 

             (5)  States and Territories are to report publicly on cost recovery for water planning and 
management annually. The reports are to include: 

                     (a)  the total cost of water planning and management; and 
                     (b)  the proportion of the total cost of water planning and management attributed to water 

access entitlement holders, and the basis upon which this proportion is determined. 

5  Environmental externalities 

             (1)  Market-based mechanisms (such as pricing to account for positive and negative 
environmental externalities associated with water use) are to be pursued where feasible. 

             (2)  The cost of environmental externalities is to be included in water charges where found to 
be feasible. 



6  Benchmarking and efficiency reviews 

             (1)  Independent and public benchmarking or efficiency reviews of pricing and service quality 
relevant to regulated water charges is or are to be undertaken based on a nationally 
consistent framework. 

             (2)  The costs of operating these benchmarking and efficiency review systems are to be met 
through recovery of regulated water charges. 
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Contact: 
Direct line: 
Our ref: 2541898/2665589 

8 November 2021 

Water Section, Specialised Enforcement and Advocacy Division 
Australian Competition and Consumer Commission 
GPO Box 3131 
Canberra ACT 2601 

Dear , 

On 27 October 2021, the Australian Competition and Consumer Commission (ACCC) determined 
that Sunwater Limited (Sunwater) is a Part 6 operator under rule 23 of the Water Charge Rules 
2010 (Cth) (the Rules) for the Chinchilla Weir, Cunnamulla, Macintyre Brook, Maranoa River, St 
George and Upper Condamine bulk water supply schemes. 

In accordance with subrule 23C(1) of the Rules, I am writing to apply for an exemption from the 
requirements set out in Divisions 2, 3 and 4 of Part 6 of the Rules for these schemes. 

Sunwater considers that the Queensland regulatory regime that Sunwater operates under allows 
for the investigation of Sunwater's pricing practices by an independent economic regulator, 
applying criteria and an approach that is well aligned with, and will contribute to, the achievement 
of the water charging objectives and principles in the Water Act 2007 (Cth) without the application 
of Part 6 of the Rules. Therefore, there will be limited incremental gains in terms of the 
achievement of these objectives and principles through the application of Part 6 to Sunwater. 

I also note that the Sunwater bulk water supply schemes form a very small proportion of the water 
infrastructure and water supply volumes in the Basin, such that the application of Part 6 to 
Sunwater: 

• would not materially contribute to the achievement of the water charging objectives and
principles in respect of the Basin as a whole

• would create perverse outcomes in Queensland, through applying Part 6 of the Rules to a small
proportion of Sunwater operations, giving rise to inconsistent pricing arrangements across
Sunwater's operations and increased regulatory costs.
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Introduction 

On 1 July 2020, Sunwater Limited (Sunwater) notified the Australian Competition and Consumer 
Commission (ACCC) that we are a Part 6 operator under rule [23] of the Water Charge Rules 2010 (Cth) 
(the Rules) for the following bulk water supply schemes located in the Murray-Darling Basin (the Basin): 
• Chinchilla Weir 
• Cunnamulla 
• Macintyre Brook 
• Maranoa River 
• St George 
• Upper Condamine. 
 
The ACCC subsequently determined that Sunwater is a Part 6 operator on 27 October 2021. 
 
In accordance with subrule 23C(1), Sunwater is applying for an exemption from the requirements set out 
in Part 6 of the Rules for each of the above schemes.  
 
In doing so, Sunwater acknowledges that under subrule 23C(4), the ACCC may only grant such an 
exemption if it is satisfied that the application of Part 6 to Sunwater would not materially contribute to 
the achievement of the Basin water charging objectives and principles. 
 
Sunwater considers that the ACCC can, and should, be so satisfied because: 
• the Queensland regulatory regime that Sunwater operates under allows for the investigation of 

Sunwater's pricing practices by an independent economic regulator, applying criteria and an approach 
that is well aligned with, and will contribute to, the achievement of the water charging objectives and 
principles in the Water Act 2007 (Cth) without the application of Part 6 of the Rules 

• as a consequence of that regime, there will be limited incremental gains in terms of the achievement 
of the water charging objectives and principles through the application of Part 6 to Sunwater  

• the Sunwater bulk water supply schemes form a very small proportion of the water infrastructure and 
water supply volumes in the Basin such that the application of Part 6 to Sunwater: 
o would not materially contribute to the achievement of the water charging objectives and 

principles in respect of the Basin as a whole  
o in fact, would create perverse outcomes in Queensland, through applying Part 6 of the Rules to a 

small proportion of Sunwater operations, giving rise to inconsistent pricing arrangements across 
Sunwater's operations and increased regulatory costs through subjecting Sunwater to two 
different regulatory regimes.   

 
These matters are discussed further below. 
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As illustrated later in this application, the revenue we expect to receive from these fees is immaterial 
compared to the forecast revenue from fixed (Part A) and volumetric (Part B) charges, and the CSO. 
Sunwater has therefore not specifically addressed these fees in the following sections, apart from 
trading-related fees.  
 
Further information on these fees is contained in each Basin scheme’s schedule of charges, available at: 
www.sunwater.com.au/customer/fees-and-charges/ 
 
Water trading 
In Queensland, water allocations are separate from a land title and can be purchased and sold 
independently. Any water allocation holder may trade their allocation, except where restricted by physical 
constraints or water supply considerations. These restrictions are reflected in the maximum and minimum 
caps on trade contained in the scheme’s water management protocol (permanent trades) and the 
operations manual (temporary transfers). Prices are set by the market, reflecting supply and demand 
factors. 
 
Water trading in Sunwater’s Basin schemes is generally limited to intra-scheme trading. This is a product 
of the physical nature of the water resources and infrastructure, not a regulatory constraint, because our 
Basin schemes are separated by hundreds of kilometres of unregulated ephemeral streams with highly 
variable flows. These physical constraints restrict the movement of water between schemes and to other 
states. The exception is the Macintyre Brook bulk water supply scheme, where temporary transfers may 
occur with the Queensland Border Rivers water supply scheme.11 
 
We facilitate water trading by: 
• processing and approving supplemented temporary transfers between customers, via paper form or 

our online customer service portal, Sunwater Online12 
• processing contracts related to property and water allocation transfers, including: 

o purchases/transfers 
o changes to a water allocation (zone, priority and purpose) 
o leases 
o subdivisions/amalgamations13 

• selling our available water allocations on the temporary and permanent markets via our water broker, 
Ruralco Water. Water allocations are generally traded via the online platform Waterexchange, in line 
with our Water Trading Code of Conduct.14 

 
All trades/transfers are processed in accordance with the relevant trading rules contained in the Water 
Regulation 2016 (Qld), water plans, water management protocols and operations manuals.15 These 
trading rules are in line with the Basin Plan 2012 (Cth), providing a consistent water trading environment 
across the Basin.  
 
Further information on water markets and trading in Queensland can be found here: 
www.business.qld.gov.au/industries/mining-energy-water/water/water-markets 
 
Water charging objectives 
This section outlines the water charging objectives from Schedule 2 of the Water Act 2007 and how the 
current Queensland arrangements are meeting these objectives. The ACCC may grant an exemption only 

 
11 Historically, water has only been transferred from Macintyre Brook to Border Rivers. 
12 Temporary transfers are also referred to as seasonal water assignments. Refer to: www.sunwater.com.au/customer/managing-
your-account/temporary-transfers/ 
13 www.sunwater.com.au/customer/property-water-allocation-transfer-process/  
14 www.sunwater.com.au/water-for-sale/water-trading/ 
15 www.business.qld.gov.au/industries/mining-energy-water/water/catchments-planning/water-plan-areas  
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Consumption-based component in infrastructure charges 
A two-part tariff structure currently applies for both irrigation and non-irrigation customers in the Basin 
schemes. This tariff structure broadly aligns our fixed costs to a fixed tariff and variable costs to a 
volumetric (usage) tariff. Consistent with the water charging objective of promoting efficient use of water 
resources and water infrastructure assets: 
• the volumetric tariff component provides a price signal to customers of the cost impact their water 

use has on the network 
• the fixed tariff component provides a signal to customers of the cost impact of making the contracted 

capacity in the network available, 
to allow customers to make efficient and informed decisions about whether their use will generate 
benefits in excess of costs. 
 
Sufficient revenue streams to allow efficient delivery of the required service (revenue adequacy) 
This water charging objective can be achieved by ensuring Sunwater earns sufficient revenue to recover 
our prudent and efficient costs in supplying water to our customers. This requires the tariff structure to 
be aligned with the underlying cost structure of Sunwater’s business operations, which are predominantly 
fixed. 
 
For irrigation customers, revenue adequacy is currently achieved in Sunwater’s Basin schemes through: 
• setting irrigation prices in line with the Queensland Government’s water pricing policy, with any 

shortfall in revenue between those prices and the lower bound cost-reflective prices calculated by the 
QCA subsidised via a CSO 

• a two-part tariff structure that broadly aligns our fixed costs to a fixed tariff and variable costs to a 
volumetric (usage) tariff. This structure ensures sufficient revenue is collected from the fixed 
component to cover our fixed costs. 

• the ability for Sunwater to apply for a within-period revenue adjustment when there is a material 
change in electricity prices, insurance premiums, off-stream pumping costs, or costs arising from a 
policy change or regulatory impost which cannot be managed during the price path period.16 

 
For non-irrigation customers, revenue adequacy is considered when reviewing charges. As discussed 
above, Sunwater seeks to move towards full cost recovery. This is generally based upon a similar 
methodology to that applied by the QCA for irrigation prices, with the addition of full cost recovery 
building blocks such as asset valuations and an appropriate weighted average cost of capital. 
 
Sunwater therefore does not believe the application of Part 6 of the Rules would materially contribute to 
the achievement of this water charging objective. 
 
Efficient functioning of water markets 
Price regulation can facilitate an efficient and well-functioning water market by ensuring infrastructure 
charges: 
• reflect the business’s underlying costs, thereby removing any potential market distortions 
• signal to the water market the value of water use, enabling water use efficiency and the reallocation 

of water to higher use purposes 
• are published, allowing market participants to make informed investment, usage and trading 

decisions. 
 
We have discussed elsewhere in this exemption application how Sunwater’s infrastructure charges 
currently address these factors through: a two-part tariff structure that is broadly aligned to our cost 
structure; the establishment of infrastructure charges using prudent and efficient costs; and the 
publication of each scheme’s schedule of charges in accordance with Part 4 of the Rules.  
 

 
16 QCA (2020), Rural irrigation price review 2020–24, Part A: Overview, Final Report, Viewed 28 September 2020, 
www.qca.org.au/wp-content/uploads/2020/02/irrigation-price-review-final-report-part-a-overview-final.pdf, p43. 
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Cross subsidisation is avoided by ensuring all customers are allocated a share of total scheme costs. Fixed 
costs are allocated between medium and high priority users20 using a combination of the Headworks 
Utilisation Factor21 and nominal water allocations. Variable costs are allocated based on assumed water 
usage. Similarly, cross subsidisation between operational systems, e.g. river and relift, is minimised by 
ensuring customers are not paying for services they are not benefiting from such as relift pumping costs. 
More information about the allocation process used in the 2021–2024 irrigation price review is outlined in 
sections 5.2, 7.3 and 7.4 of the QCA’s final Part B report.22 A similar allocation process was adopted in the 
2012 irrigation price review—the non-irrigation share of the QCA’s recommended lower bound costs from 
this review was used as a building block in the establishment of upper bound prices in 2012.  
 
In terms of pricing transparency, the QCA undertakes a public investigation into irrigation prices. All 
interested stakeholders, including non-irrigation customers, can participate in this process (through the 
making of submissions) and influence the QCA’s recommendations. Sunwater also consulted with 
stakeholders, including Irrigator Advisory Committees, in the lead up to the 2021–2024 irrigation price 
review on our proposed costs. Further, Sunwater provides information to non-irrigation customers as part 
of any review process and on request. The QCA's draft and final recommendations are also published, as 
are the Queensland Government's pricing directions. 
 
During the price path period, Sunwater maintains transparency of our costs through the publication of an 
annual Service and Performance Plan for each Basin scheme (except Maranoa River23). The purpose of 
these plans is to: 
• present Sunwater’s projected scheme-level costs for the upcoming five-year period 
• consult with customers on forecast scheme-level costs for the upcoming financial year and the 

forward program of works  
• examine Sunwater’s performance in the most recently completed financial year against previous 

forecasts and QCA-recommended costs, service targets and electricity usage and efficiency-related 
metrics.  

 
Finally, all fees and charges in the Basin schemes are published in accordance with Part 4 of the Rules. 
This provides useful information to current and prospective water users, allowing them to compare 
charges across regions and make decisions on where to locate their business. We also publish each 
scheme’s service targets, which were established in consultation with customers, on our website: 
www.sunwater.com.au/schemes/  
 
Sunwater therefore believes the current arrangements in Queensland address this water charging 
objective and the application of Part 6 regulation would not materially contribute to the achievement of 
this objective.  
 
Avoiding perverse or unintended consequences 
Perverse and unintended pricing outcomes can primarily be avoided by establishing transition paths for 
tariff groups or customers experiencing significant price increases, and by providing stakeholders the 
opportunity to have their views heard during price review processes, such as the QCA’s irrigation price 
investigation. For non-irrigation customers, they can also be mitigated by applying a similar methodology 
to that applied by the QCA for irrigation prices. 
 

 
20 Higher priority represents a higher reliability of water supply. This means access to medium priority water is often prohibited 
before access to higher priority water begins to reduce. On this basis, high priority water allocations have a higher proportion of 
fixed revenues allocated to them as they derive greater benefit from the infrastructure. 
21 www.qca.org.au/wp-content/uploads/2019/05/34198 SunWater-Submission-Irrigation-Price-Review-Appendix-J-Headworks-
Utilisation-Factors-technical-paper.pdf 
22 www.qca.org.au/wp-content/uploads/2020/02/irrigation-price-review-part-b-sunwater-final-report.pdf 
23 A plan is not prepared because customers are not currently paying irrigation charges. 
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allocations (on a permanent or temporary basis) to minimise or recoup their fixed costs. Further, our 
pricing policies do not prevent water from moving between industries—around 18 per cent of water 
allocations in the Basin were traded in 2020/21, as illustrated above. 
 
This demonstrates the pricing policies affecting Sunwater’s Basin schemes are facilitating efficient water 
use and trade, and the application of Part 6 of the Rules would not materially contribute to the 
achievement of this water charging principle. 
 
Consumption-based water charges 
Sunwater uses a two-part tariff structure to recover the costs of providing bulk water services in our Basin 
schemes. The tariff structure is comprised of: 
• a fixed (Part A) tariff, which is charged according to the nominal volume24 of the water allocation held 

by the customer, regardless of the amount of water taken in the year 
• a volumetric (Part B) tariff, which is charged per megalitre of water taken by the customer, measured 

at the water meter or ‘offtake’. 
 
The primary objective of this tariff structure is for fixed costs (which represent most of our costs) to be 
recovered through the fixed tariff and for variable costs to be recovered through the volumetric (usage) 
tariff.  
 
Given a consumption-based tariff that recovers our variable costs is already in place, the application of 
Part 6 of the Rules would not materially contribute to the achievement of this water charging principle. 
 
Irrigation prices—Full cost recovery and CSO 
The Queensland Government’s current water pricing policy for irrigation customers ‘is generally for prices 
to move towards recovering the irrigation share of the scheme’s operating, maintenance and 
refurbishment costs, but not any share of the initial costs of building any assets constructed before 2000.’25 
In other words, irrigation prices are required to transition to lower bound cost-reflective prices. 
 
The Queensland Government’s policies are reflected through the pricing principles contained in the 
referral to the QCA and the Rural Water Pricing Direction Notice/s. The QCA’s application of the pricing 
principles for the 2021–2024 price path period is outlined in Table 5. 
 

 
24 The term “nominal volume” is defined in the Water Act 2000 (Qld) to mean ‘the number used to calculate the allocation’s share 
of the water available to be taken by holders of water allocations in the same priority group’. 
25 Queensland Government (2020), Seqwater and Sunwater irrigation pricing, Viewed 24 August 2020, 
www.business.qld.gov.au/industries/mining-energy-water/water/industry-infrastructure/pricing/irrigation  
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workable. It has enabled Sunwater and non-irrigation customers to bi-laterally negotiate transition paths 
to full cost recovery where required, with each transition path determined based on individual 
circumstances and impacts. 
 
Since 2012, non-irrigation infrastructure charges (other than those subject to the Rural Water Pricing 
Direction Notice (or aligned with a charge the subject of this direction)) have been maintained in real 
terms by escalation from the previous year at the Brisbane All Groups Consumer Price Index (CPI) for 
March, except where individual supply contract terms indicate otherwise. Increases greater than CPI 
typically apply when prices are below lower bound costs. 
 
Sunwater has been exploring transition pathways to upper bound pricing in line with the NWI for urban 
customers in collaboration with customers, the Local Government Association of Queensland, DRDMW 
and our shareholding Ministers. This would allow for small progressive increases over several years to 
avoid price shocks to urban customers and their communities. 
 
The current arrangements are seeking to meet the water charging principles related to full cost recovery 
and transitioning to upper bound pricing. 
 
Sunwater does not receive a CSO payment for non-irrigation water users in the Basin schemes. 
 
Consistent pricing policies across sectors and jurisdictions 
This principle relates to having consistent pricing policies for regulated charges across interconnected 
markets to minimise trade distortions which may affect the efficient use of, and investment in, water 
infrastructure. 
 
As discussed above, the Macintyre Brook bulk water supply scheme is Sunwater’s only Basin scheme that 
is connected to another market, through inter-scheme temporary transfers with the Queensland Border 
Rivers water supply scheme. 
 
Sunwater understands infrastructure charges in the Queensland Border Rivers water supply scheme are 
set under Schedule 14 of the Water Regulation and are generally indexed annually by CPI. This differs to 
how Sunwater’s infrastructure charges are established, though similarities in pricing policies exist, e.g. a 
two-part tariff structure is in place for both schemes and neither Sunwater nor DRDMW levy an 
application fee for temporary transfers. 
 
We recognise that, if the requirements of Part 6 of the Rules were applied to both schemes, it would lead 
to more consistent pricing policies across the schemes.  
 
However, consideration should be given to: 
1. the number of schemes affected—only one of Sunwater’s Basin schemes would be impacted—

relative to the disproportionate regulatory burden that would be placed on all of Sunwater's 
operations in the Basin. 

2. the trading framework—only temporary transfers to the Queensland Border Rivers water supply 
scheme Zone B from the Macintyre Brook bulk water supply scheme are permitted. Sunwater does 
not have formal agreements in place to facilitate inter-scheme permanent transfers or inter-state 
trading. Despite this, the State of Queensland as the resource operations licence holder for the Border 
Rivers water supply scheme has an inter-state trading agreement with the State of New South Wales 
(NSW) and acts as an intermediator and on-trades temporary transfers from the Macintyre Brook 
water supply scheme to NSW water users located in Border Rivers Zone B. 

3. whether better achieving this water charging principle alone outweighs the increased costs of Part 6 
regulation, particularly when the current Queensland water charging regulatory arrangements 
achieve the other water charging objectives and principles from the Water Act 2007. 
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• exposure to extreme weather events like floods 
• business conditions, including legislative and regulatory requirements, environmental management 

requirements and cost allocation methodologies. 
 
Sunwater is not aware of any plans to re-establish a national benchmarking framework for rural water 
service providers.33 Without this framework (and a detailed understanding of the differences between 
water utilities), it is difficult to robustly benchmark Sunwater’s costs or use the results in a deterministic 
manner. 
 
However, in investigating Sunwater's pricing the QCA is required to have regard to 'the cost of providing 
the goods or services in an efficient way, having regard to relevant interstate and international 
benchmarks'.34  
 
Consistent with that requirement, in its 2021–2024 irrigation price review, the QCA used benchmarking as 
one of many tools to assess Sunwater’s historical local area support and corporate support costs. The QCA 
compared our expenditure against other regulated water utilities of a similar size and/or service offering 
using two measures: 
• corporate expenditure per total operating expenditure 
• corporate expenditure per megalitre of water delivered.  
 
The QCA’s consultant, AECOM, also benchmarked our total operating expenditure per megalitre of water 
delivered. 
 
The QCA and AECOM found Sunwater’s expenditure to be consistent with, or lower than, comparator 
businesses. However, they both noted the limitations of the analysis. The QCA stated the analysis ‘is 
indicative only and…is subject to qualification including differences in the activities undertaken by the 
businesses and the operating environments that they face.’35 While AECOM noted that ‘Benchmarking of 
bulk water supply companies has limited value given the vastly different operating structures of various 
bulk water supply companies.’36 
 
Since there is no nationally consistent framework for rural water service providers and the QCA is 
required to (and does) utilise benchmarking to the extent practicable when considering Sunwater's costs, 
Sunwater considers the application of Part 6 of the Rules would not materially contribute to the 
achievement of this water charging principle.   

 
33 Sunwater notes that the ACCC’s annual water monitoring report covers changes in regulated water charges and trends. 
However, it does not benchmark costs or service quality. 
34 s 26(1)(d)(i) of the QCA Act 
35 QCA (2020), Rural irrigation price review 2020–24, Part B: Sunwater, Viewed 17 August 2020, www.qca.org.au/project/rural-
water/irrigation-price-investigations/ p33. 
36 AECOM (2020), Rural Irrigation Operational Expenditure Review, Sunwater, Viewed 17 August 2020, 
www.qca.org.au/project/rural-water/irrigation-price-investigations/ p152. 
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Importantly for customers, the regulatory fee44 imposed by the QCA for undertaking the irrigation price 
review would be spread across six fewer schemes. Meanwhile, the ACCC regulatory fee will only be spread 
across the six Basin schemes. Given the small size of these schemes, the costs of ACCC price regulation 
could be significant in the context of the overall scheme costs. 
 
We therefore consider that the increased regulatory burden and compliance costs (including 
administrative and system costs) of maintaining two different price regulation regimes outweigh any 
perceived benefits of having the ACCC regulate prices in the Basin schemes. 
 
Prices for most water allocation holders are subject to state-based price regulation 
Irrigation customers hold 89.3 per cent of total water allocations in the Basin schemes. These customers 
are subject to the state-based regulatory pricing regime and can participate in the irrigation price review 
process through lodging submissions to the QCA or attending the QCA’s public forums. 
 
As discussed above, the factors the QCA considers when determining lower bound cost-reflective prices 
are very similar to the water charging objectives and principles under the Rules. There does not appear to 
be any market failure at present, with the QCA process being effective in preventing infrastructure 
charges being above efficient levels. 
 
Effective negotiations with non-irrigation customers 
Sunwater has 18 urban and industrial customers in our Basin schemes. Together, these customers hold 
9.8 per cent of total water allocations. 
 
Sunwater negotiates in good faith with current and prospective water users, ensuring they are provided 
with relevant information for them to engage in effective negotiation with us. We publish full cost 
recovery prices, which are consistent with generally accepted pricing principles applied to infrastructure 
assets in Australia, in the Basin schemes’ schedule of charges.45 
 
We note the responsible Minister (currently the Treasurer of Queensland) has the discretion to request 
the QCA to undertake a pricing investigation into all our monopoly activities under section 23 of the QCA 
Act (including as they relate to non-irrigation prices) even though they have not traditionally done so to 
date. In practical terms, this is most likely to occur in response to a pricing dispute between Sunwater and 
our non-irrigation customers. It is noted that there have been no pricing investigations to date and 
Sunwater is not aware of any substantive complaint about our current negotiation framework. 
 
  

 
44 For the 2021–2024 irrigation price review, the referral capped the regulatory fee to be recovered from Sunwater and Seqwater 
at $2.50 million. Sunwater’s share of the regulatory fee was $2.36 million. 
45 www.sunwater.com.au/customer/fees-and-charges  
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Conclusion 

Based on the analysis set out above, Sunwater submits that the ACCC should be satisfied that the 
application of Part 6 does not materially contribute to the achievement of the Basin water charging 
objectives and principles. 
 
Timing for exemption 
Where an exemption is granted, the Rules provide that the exemption may be for a specified period or for 
an unspecified period that is subject to review at specified times.46 
 
Sunwater submits that it is the nature of the existing Queensland regulatory regime that results in the 
application of Part 6 not materially contributing to the achievement of the Basin water charging objectives 
and principles. 
 
Accordingly, Sunwater considers that an exemption should be granted for Sunwater's Basin operations, 
with a future review by the ACCC occurring in the event of any subsequent material changes to the 
current Queensland regulatory regime, including the QCA Act.  
  

 
46 Subrule 23C(6). 
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Appendix 1—Scheme maps 

This appendix contains maps of each Sunwater Basin scheme. An additional map showing the general 
location of all Queensland Basin schemes is available at: 
www.rdmw.qld.gov.au/ data/assets/pdf file/0020/104843/map-qmdb.pdf  
 
Chinchilla Weir bulk water supply scheme 

 
Source: Department of Natural Resources, Mines and Energy (DNRME) (2019), Chinchilla Weir Water Supply Scheme Operations 
Manual, Viewed 14 October 2021, www.rdmw.qld.gov.au/ data/assets/pdf file/0005/1434677/chinchilla-weir-operations-
manual.pdf  
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Cunnamulla bulk water supply scheme 

 
Source: DRDMW (2021), Cunnamulla Water Supply Scheme Operations Manual, Viewed 14 October 2021, 
www.rdmw.qld.gov.au/ data/assets/pdf file/0011/1579637/cunamulla-wss-operations-manual.pdf  
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Macintyre Brook bulk water supply scheme 

 
Source: DNRME (2019), Border Rivers and Moonie Water Management Protocol, Viewed 14 October 2021, 
www.rdmw.qld.gov.au/ data/assets/pdf file/0004/1434748/border-rivers-moonie-protocol.pdf  
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Maranoa River bulk water supply scheme 

 
Source: DNRME (2019), Maranoa River Water Supply Scheme Operations Manual, Viewed 14 October 2021, 
www.rdmw.qld.gov.au/ data/assets/pdf file/0004/1434739/maranoa-operations-manual.pdf  
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St George bulk water supply scheme 

 
Note: Sunwater delivers water via the first 400 metres of the Thuraggi watercourse only. 
 
Source: DNRME (2019), Condamine and Balonne Water Management Protocol, Viewed 14 October 2021, 
www.rdmw.qld.gov.au/ data/assets/pdf file/0011/1434737/condamine-balonne-protocol.pdf  
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Upper Condamine bulk water supply scheme 
 

 
Source: DNRME (2019), Upper Condamine Water Supply Scheme Operations Manual, Viewed 14 October 2021, 
www.rdmw.qld.gov.au/ data/assets/pdf file/0006/1434741/upper-condamine-operations-manual.pdf  



 
Attachment C - Submission - Sunwater exemption consultation - Mallawa Irrigation Limited - 16 November 2021

Response ID ANON-H3PD-H8FT-9

Submitted to Sunwater: Part 6 exemption consultation
Submitted on 2021-11-16 08:31:02

Introduction

1  What is your name?

Name:
Rohan Thorogood

2  What is your email address?

Email:
rohan.thorogood@mallawairrigation.com.au

3  What is your organisation?

Organisation:
Mallawa Irrigation Limited

4  Are you a customer of Sunwater?

Yes

5  What services do you receive from Sunwater?

Please provide your response below. :

Sunwater supply bulk water to Mallawa for conveyancing losses and also provide bulk water for our customers.

Submission questions

6  In your view, if the ACCC was to apply the requirements of Part 6 of the WCR to Sunwater, would this materially contribute to achieving the 
Basin water charging objectives and principles?

Yes

Please specify the reasons for your answer below.:

Mallawa believes so. There is some huge expenditure by Sunwater that would appear to go largely unchallenged by the current regulator the QCA and at 
the same time Sunwater seem to struggle to explain in depth a breakdown of these costs.
The Sunwater Service plan presented to Mallawa indicates expenditure over a number of projects totalling from 20/21 to 22/23 totalling 1.15M. These are 
titled Comprehensive Risk assessments and inputs along with 20 year dam safety reviews.

7  Do you have any other views about why the ACCC should, or should not grant an exemption from the requirements of Part 6 of the WCR to 
Sunwater?

Yes

Please specify the reasons for your answer below.:

Having dealt with both the ACCC and QCA, I believe that the ACCC would appear to provide a higher level of scrutiny upon lines of expenditure by the 
likes of Sunwater.

8  Submission upload

If you would prefer to upload a submission, please do so below.:
No file uploaded

9  Are there other comments you would like to make?

Please provide your response below.:

No

10  Do we have your permission to publish your submission on our website?

Yes, publish my submission in full along with my name, email address and organisation



11  If you have marked any information in your submission as confidential, or would like to claim confidentiality over the entirety of your
submission, please provide reasons for why this information should be treated confidentially.(If the ACCC rejects your confidentiality claim,
you will be given the opportunity to withdraw your submission before it is published, or any information is disclosed.)

Please provide your response below.:


	FINAL - Decision on whether to exempt Sunwater Limited from its Part 6 obligations under the Water Charge Rules 2010
	ACCC Decision
	Contents
	1. Decision 2
	2. Introduction 2
	3. Legal framework 3
	4. Consultation 6
	5. Reasons for decision and assessment of matters 7
	6. Conclusion 17
	1. Decision
	2. Introduction
	3. Legal framework
	3.1. Sunwater is a Part 6 operator under the WCR
	3.2. The ACCC must decide whether to grant Sunwater an  exemption from the operation of Part 6 within 3 months
	3.3. The exemption decision must consider objectives and principles  and have regard to specified matters
	Basin water charging objectives and principles
	Matters to be considered before granting an exemption


	4. Consultation
	5. Reasons for decision and assessment of matters
	5.1. ACCC consideration of matters in subrule 23C(5) of the WCR
	a) the total volume of water access rights in relation to which bulk water services are provided by the operator, if applicable
	b) the total volume of water subject to water sharing arrangements in relation to which the operator provides infrastructure services, if applicable
	c) the infrastructure services provided by the operator
	d) any preferences expressed by the operator’s customers to the ACCC
	e) any views expressed by a State Agency to the ACCC
	f) whether the relevant law of a State is being transitioned so that the operator’s infrastructure charges will at a future date be determined or approved by a single State Agency in a way that is consistent with paragraph 29(2)(b)
	g) the proportion of the infrastructure operator’s revenue to be recovered from infrastructure charges
	h) any other matters that the ACCC considers relevant.
	Two frameworks would result in increased regulatory burden
	The QCA process provides a level of transparency but does not fully implement the objectives and principles
	The QCA investigates at the direction of the Queensland Government and can make recommendations only
	The recommended prices do not aim to achieve full cost recovery
	Sufficient revenue streams are made up by a Community Service Obligation

	Sunwater’s views in its exemption application
	The renewal of the National Water Initiative



	6. Conclusion

	FINAL - Attachment A - Basin water charging objectives and principles (Schedule 2_ Water Act 2007)
	Attachment A: Basin water charging objectives and principles (Schedule 2, Water Act 2007)

	FINAL - Attachment B - Final Sunwater exemption application from Part 6 of Water Charge Rules - 8 November 2021(13446011.1)
	FINAL -  Attachment C - Submission - Sunwater exemption consultation - Mallawa Irrigation Limited - 16 November 2021(13446012.1)
	Response ID ANON-H3PD-H8FT-9
	Introduction
	1  What is your name? 
	2  What is your email address? 
	3  What is your organisation? 
	4  Are you a customer of Sunwater? 
	5  What services do you receive from Sunwater?  

	Submission questions 
	6  In your view, if the ACCC was to apply the requirements of Part 6 of the WCR to Sunwater, would this materially contribute to achieving the Basin water charging objectives and principles? 
	7  Do you have any other views about why the ACCC should, or should not grant an exemption from the requirements of Part 6 of the WCR to Sunwater? 
	8  Submission upload 
	9  Are there other comments you would like to make? 
	10  Do we have your permission to publish your submission on our website? 
	11  If you have marked any information in your submission as confidential, or would like to claim confidentiality over the entirety of your submission, please provide reasons for why this information should be treated confidentially.(If the ACCC rejects your confidentiality claim, you will be given the opportunity to withdraw your submission before it is published, or any information is disclosed.) 






