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Dear George, 

Aurizon Network’s 2017 Access Undertaking (UT5) allows for the recovery of electric energy 
costs and Variable Connection Charges through the electric energy charge component of the 
approved Reference Tariffs (EC Tariff). 

The purpose of this Draft Amending Access Undertaking (DAAU) is to: 

• propose a new EC Tariff for FY2023, having regard to the current volatility in the electricity 
market and the pricing recommendations from electricity market expert Edge2020;  

• outline Aurizon Network’s commitment to engage with stakeholders during FY2023 in 
relation to electricity pricing movements and coal volume forecasts; and 

• confirm Aurizon Network’s commitment to review and if required, submit a further update to 
the FY2023 EC Tariff and other regulatory inputs potentially including Coal Volumes to the 
QCA no later than Q4 of FY2023 via a further DAAU. 

Background 
Aurizon is one of Queensland largest individual energy consumers and its progressive 
Electricity Supply Agreement (ESA) expires in June 2022.  

Engagement with Customers earlier this year, indicated support for the inclusion of renewables 
into the energy portfolio and that many of Aurizon Network’s Customers were taking similar 
steps in their own organisations.  

During FY2022, Aurizon Network has undertaken a competitive procurement process to 
investigate alternative energy procurement options. This included options to incorporate 
renewable (green) energy within the energy mix. Engagement with the Rail Working Group 
and Operators indicated that while cost was an important consideration, Customers were 
generally supportive of Aurizon Network’s approach, as this would assist them to reduce their 
‘Scope 3’ emissions and help meet their emission targets.  

The change in procurement approach to allow for the purchase of electricity from renewable 
sources required Aurizon Network to execute a new ESA. Following a competitive 
procurement process, CleanCo Queensland was appointed as the preferred electricity 
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supplier. Over the term of the ESA, Aurizon’s green electricity requirements will increase to a 
total of 25%. This will directly support the development of renewable projects across Australia, 
and maybe increased over the life of the ESA. 

Separate from the above procurement process, Aurizon Network’s Annual Review of 
Reference Tariffs (ARRT) for FY2023 was submitted to the QCA on 28 February and was 
approved on 26 May 2022. The ARRT submission included an estimate of the EC Tariff for 
FY2023 that was based on forecast assumptions and financial inputs from electricity retailers 
in early February 2022. This resulted in a forecast EC Tariff for FY2023 of $1.11 ($ per 
eGTK’000). 

Material market-driven increase in the wholesale electricity costs 
Aurizon Network’s ARRT submission noted that it was seeing a significant increase in 
wholesale electricity rates.1 The Australian Energy Regulator (AER) attributes volatility in the 
electricity market to factors including thermal plant outages, higher thermal coal and gas prices 
(due to international events), slowing of investment in new capacity and increasingly peaky 
demand.2 

The AER’s Wholesale Markets Quarterly Q1 2022 report also notes that:  

• Volume weighted average prices in Queensland during Q1 2022 quadrupled to $171/MWh 
compared to the same quarter last year; 

• La Nina conditions contributed to relatively high humidity and elevated overnight 
temperatures, causing Queensland demand to reach near record highs on multiple 
occasions; 

• Outages in black coal generators reduced capacity available, with Queensland becoming a 
net importer of electricity for the first time since the Queensland-NSW Interconnector (QNI) 
was commissioned in 2001; and 

• QNI constraints means that Queensland had limited access to cheaper generation from New 
South Wales.3 

An update to the EC Tariff is required 
Under Schedule F, clause 2.2(a) of the 2017 Access Undertaking (UT5), Aurizon Network can 
seek Queensland Competition Authority (QCA) approval for a new electric energy and 
Variable Connection Charge (taking into account any over or under recovery in the previous 
year) and publish it on its website on or about 31 May each year. 

Although a forecast EC Tariff for FY2023 was estimated within the ARRT, and there is the 
ability under UT5 to reconcile any under or over recovery of the EC Tariff from a previous year, 
Aurizon Network considers that a further update to the FY2023 EC Tariff is required.  

Given the increase in wholesale pricing and the ongoing volatility within the electricity market, 
Aurizon Network considers that submission via a Draft Amending Access Undertaking (DAAU) 
is the most appropriate regulatory process in this instance. A DAAU will allow for Aurizon 
Network to recover the efficient costs of providing access to the service, as required under 
s168 of the Queensland Competition Authority Act, 1997 (Qld). Furthermore, it will mitigate the 

 

 
1 Aurizon Network (2022), 2017 Access Undertaking, Review of Reference Tariffs – FY2023, 28 February, pg. 19. 
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