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ABARES

Australian Bureau of Agricultural and Resource Economics and Sciences

ACCC

Australian Competition and Consumer Commission

BPWTR

Basin Plan Water Trading Rules

BRC

Dumaresq-Barwon Border Rivers Commission

CEWH

Commonwealth Environmental Water Holder

CCA

Competition and Consumer Act 2010 (Cth)

CIT

Central Irrigation Trust

CPI

Consumer Price Index

DELWP

Victorian Department of Environment, Land, Water and Planning

DEWNR

South Australian Department of Environment, Water & Natural Resources

DNRM

Queensland Department of Natural Resources and Mines

DPI Water

NSW Department of Primary Industries Water

EPSDD

ACT Environment, Planning and Sustainable Development Directorate

ESC

Essential Services Commission (Victoria)

EWH

Environmental Water Holder

GL

Gigalitre (one billion litres)

GMW

Goulburn-Murray Water

GWMW

Grampians Wimmera Mallee Water

GS

General security

HP

High pressure

HS

High security

ICD

irrigation corporation and district

IIO

Irrigation infrastructure operator

IPART

Independent Pricing and Regulatory Tribunal (NSW)

IR

Irrigation right

JWSS

Joint Water Supply Scheme

LMW

Lower Murray Water

LP

Low pressure

LTAAY

Long Term Average Annual Yield

MDB

Murray-Darling Basin

MDBA

Murray-Darling Basin Authority

MI

Murrumbidgee Irrigation Limited

MIL

Murray Irrigation Limited

MJA

Marsden Jacob Associates

ML

Megalitre (one million litres)
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MP

Medium pressure

NVIRP

Northern Victoria Irrigation Renewal Project

NWC

National Water Commission

NWI

National Water Initiative

Off‑river IO

Off‑river infrastructure operator

On‑river IO

On‑river infrastructure operator

PIIOP

NSW Private Irrigation Infrastructure Operators Program

QCA

Queensland Competition Authority

RFI

Request for Information

RIT

Renmark Irrigation Trust

SDL

Sustainable diversion limit

TNAC

Total Network Access Charge

WA

Water allocation

WAE

Water access entitlement

WCIR

Water Charge (Infrastructure) Rules 2010

WCPMIR

Water Charge (Planning and Management Information) Rules 2010

WCTFR

Water Charge (Termination Fees) Rules 2009

WDR

Water delivery right

WMI

Western Murray Irrigation Limited

WMR

Water Market Rules 2009

WPM

Water Planning and Management

Basin Plan

a high level framework agreed to by the Australian Government
and Basin States that sets standards for the management of
the Murray-Darling Basin’s water resources in a coordinated
and sustainable way in collaboration with the community.
Officially known as the Basin Plan 2012

Basin Plan Water Trading Rules the rules set out in Part 12 of the Basin Plan—these rules
(BPWTR)
relate to the trade or transfer of tradeable water rights. The
rules commenced on 1 July 2014 and are enforced by the
Murray‑Darling Basin Authority
Basin State

NSW, Victoria, Queensland, SA, or the ACT

bulk water charge

a charge payable for either or both the storage of water for, or
the delivery of water to:
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(i) infrastructure operators
(ii) other operators of reticulated water systems
(iii) other persons (including private diverters and
environmental water holders)
carryover

arrangements which allow water entitlement holders to hold
allocated water in storages so that it is available in subsequent
years

infrastructure charge

charges infrastructure operators impose for access to their
water service infrastructure and services provided in relation to
that access

infrastructure operator

any person or entity who owns or operates infrastructure for
one or more of the following purposes:
(i) the storage of water
(ii) the delivery of water
(iii) the drainage of water
for the purpose of providing a service to someone who does
not own or operate the infrastructure

irrigation infrastructure
operator (IIO)

an infrastructure operator who owns or operates water service
infrastructure for the purpose of delivering water for the
primary purpose of being used for irrigation

irrigation network

defined in s. 7(4) of the Act as the water service infrastructure
of an irrigation infrastructure operator—in practice, irrigation
networks typically constitute a network of carriers (open
channels, pipes and/or natural waterways) used to convey
water from a water source through customer service points
to customer properties—an irrigation network may be either
a gravity-fed network (typically using channels and/or natural
waterways) or a pressurised network (using pipes)

irrigation right

a right that a person has against an IIO to receive water
which is not a water access right or a water delivery right—an
irrigation right can usually be transformed into a water access
entitlement

vii
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infrastructure service

access, or a service provided in relation to access, to water
service infrastructure and includes the storage, delivery,
drainage and taking of water

non-volumetric charge

a charge that does not reference a volume of a water right, for
example, a charge which is levied per account, per outlet or
per meter

off‑river infrastructure service/ includes the storage, delivery and/or drainage of water
off‑river infrastructure operator diverted from a natural watercourse through a network
consisting of channels and/or pipes (which can be gravity-fed
or pressurised) to another person
an operator providing such services is an off‑river infrastructure
operator
on‑river infrastructure service/ includes harvesting and storing water through infrastructure,
on‑river infrastructure operator such as dams, lakes, weirs and reservoirs located primarily on
a natural watercourse, and delivering water, primarily through
natural watercourses
an operator providing such services is an on‑river
infrastructure operator
private diverter

an irrigator that extracts water directly from a natural
watercourse (either a regulated or unregulated river)

regulated water charge

includes a water charge to which any of the three sets of water
charge rules applies:
•

Water Charge (Infrastructure) Rules

•

Water Charge (Planning and Management Information)
Rules

•

Water Charge (Termination Fees) Rules

See s. 91 of the Act for a full definition
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termination

when a person terminates or surrenders the whole or part of
a right of access to the IIO’s network, typically by terminating
water delivery right

termination fee

a fee that may be imposed by an IIO when an irrigator
terminates

the Act

the Water Act 2007 (Cth)

total network access charge
(TNAC)

the amount on which the termination fee multiple is applied
in order to calculate a maximum termination fee. The total
network access charge is the sum of all amounts that would
have been payable for access to an operator’s irrigation
network by an irrigator in respect of a full financial year if
termination or surrender had not occurred, excluding:
•

any amount calculated by reference to the amount of
water actually delivered to the terminating irrigator (that is,
variable irrigation network charges)

•

any amount in respect of a service for the storage of water

•

connection/disconnection fees

•

any amount that exceeds the cost of providing irrigators
with access to an operator’s irrigation network

•

fees under ACCC approved contracts

means:
(i) water access rights
(ii) water delivery rights
(iii) irrigation rights

transformation

the process by which an irrigator permanently transforms
their entitlement to water under an irrigation right against
an IIO into a water access entitlement held by the irrigator
(or anybody else other than the IIO), thereby reducing the
volume (e.g. share component) of the operator’s water access
entitlement

volumetric charge

a charge imposed based on the volume of a water right or
physical amount of water. A fixed volumetric charge is a charge
based on the volume of a water right held, while a variable
volumetric charge is a charge based on the volume of the right
that is utilised in a particular manner

water access entitlement

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
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tradeable water right

water access entitlement trade the change of ownership and/or location of a water access
entitlement (including through the establishment of a
tagging arrangement)
water access right

any right conferred by or under a law of a state to hold and/or
take water from a water resource, and includes:
•

stock and domestic rights

•

riparian rights

•

a water access entitlement

•

a water allocation

water allocation

the specific volume of water allocated to water access
entitlements in a given water accounting period

water allocation trade

the change of ownership and/or location of a particular volume
of water allocation

watercourse

means a river, creek or other natural watercourse (whether
modified or not) in which water is contained or flows (whether
permanently or intermittently) and includes:
(i) a dam or reservoir that collects water flowing in a
watercourse
(ii) a lake or wetland through which water flows
(iii) a channel into which the water of a watercourse has been
diverted
(iv) part of a watercourse
(v) an estuary through which water flows

ix
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Water Charge (Infrastructure)
Rules 2010 (WCIR)

water charge rules for fees and charges payable to an
infrastructure operator for:
•

bulk water charges

•

access to the irrigation infrastructure operator’s network or
services provided in relation to that access

•

matters specified in regulations made for the purposes of
s. 91(1)(d) of the Water Act 2007

Water Charge (Planning and
Management Information)
Rules 2010 (WCPMIR)

water charge rules relating to charges for water planning and
water management activities in the Murray-Darling Basin and
requiring the publication of information on the details of the
charge and the process for determining the charge

Water Charge (Termination
Fees) Rules 2009 (WCTFR)

water charge rules for fees or charges payable to an IIO in
relation to terminating access to an operator’s irrigation
network (or services relating to such termination), or
surrendering a right to delivery of water through the operator’s
irrigation network

water delivery right (WDR)

a right to have water delivered by an infrastructure operator—a
water delivery right typically represents the holder’s right of
access to an irrigation network (there may also be a right to
drainage), and can be terminated

Water Market Rules 2009
(WMR)

rules dealing with actions or omissions of an IIO that prevent or
unreasonably delay transformation arrangements or trade of
the resulting water access entitlement

water service infrastructure

infrastructure for one or more of the following purposes:
(i) the storage of water
(ii) the delivery of water
(iii) the drainage of water
for the purpose of providing a service to another person

x

The ACCC monitors regulated water charges for on‑river and off‑river infrastructure operators
and Basin States, and the trends in terminations, transformations and trade flows for tradeable
water rights within off‑river operators in the rural Murray-Darling Basin water sector.
Key observations for regulated charges for 2015−16 are:
•

For water planning and management activities, there has been a significant decrease in
revenues from regulated charges relative to costs incurred in both SA and Victoria.

•

For on‑river infrastructure charges, hypothetical bills increased from 2014−15 to 2015−16
for most operators. Hypothetical bills increased beyond CPI in the following cases: GMW’s
Loddon, Bullarook, Campaspe, Broken and Ovens basins; WaterNSW’s Lachlan, Macquarie,
Peel and Border valleys; and SunWater’s MacIntyre Brook system. There were real
decreases in 10 out of the 36 hypothetical bills prepared by the ACCC. The decreases were
concentrated in the southern MDB.

•

For off‑river infrastructure charges, hypothetical bills increased in about two-thirds of
the networks between 2014−15 and 2015−16. Overall, changes are mostly small, close to
inflation. However, increases of around 20 per cent were observed in Tenandra, following
a substantial infrastructure upgrade. In contrast, there was a substantial decrease (around
18 per cent) in Coleambally, due to a reduction in fixed charges funded by revenues from
sales of water available from water efficiency measures.
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Ongoing reform in the rural water sector continues to affect infrastructure operators and their
customers. In particular, changes in government infrastructure investment projects linked to
environmental water recovery efforts have been an important driver of observed monitoring
outcomes over recent years. Key observations for the 2015–16 year are:
•

Whereas previously a substantial proportion of transformed irrigation rights were traded
directly to environmental water holders, available data indicates an increasing proportion of
transformations each year do not involve trade directly to environmental water holders.

•

In previous years, the majority of terminations or surrenders of water delivery rights did
not attract a termination fee—for the period 2012−13 to 2014−15 inclusive, termination
fees were imposed for only 17 per cent of the total volume of terminations. In contrast, in
2015−16 termination fees were levied for 60 per cent of the volume terminated. This increase
reflects a change in the context in which terminations are occurring; whereas in previous
years terminations have been dominated by coordinated terminations associated with
infrastructure rationalisation projects where termination fees have frequently been waived,
in 2015−16 most operators reported a smaller volume of terminations but in most cases did
levy termination fees.

•

Some operators have responded to decreases in the volume of water held within their
networks by developing innovative services or arrangements which seek to attract new
customers or increase the volume of water delivered through their networks.

The ACCC works with governments and rural water stakeholders to help promote the
development of efficient markets for tradeable water rights. In 2015−16, the majority of water
delivery right (WDR) trade occurred independently of trade of irrigation rights or water access
entitlements. This represents a significant shift from previous years, and suggests that WDR
markets are maturing over time. This is a positive development for operators’ customers, as
WDR trade represents an important alternative to terminating WDR and paying termination fees.
Substantial volumes of ‘temporary’ trade continued to be observed this year, indicating that
temporary trade markets are an important tool for water users to adjust their water needs and to
help ensure water is able to move to its highest value use. However, some operators continue to
place restrictions or high transaction costs on temporary trade of water available under irrigation
rights, which can reduce gains from trade.

xi
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Compliance outcomes for 2015−16 indicate that operators are broadly familiar with the rules
and that overall complaint numbers are lower than in previous years (with complaints and
enquiries to the ACCC falling from 36 in 2014−15 to 18 in 2015−16). The few instances of alleged
non‑compliance with the water rules enforced by the ACCC were resolved administratively,
which is a positive outcome for operators and their customers.

This is the seventh annual water monitoring report by the Australian Competition and Consumer
Commission (ACCC) to the Commonwealth minister responsible for water. This report
provides an opportunity to inform stakeholders in the Murray-Darling Basin (MDB) rural water
sector about:
•

charges for water planning and management (WPM) activities undertaken by Basin State
departments and water authorities

•

charges for rural water infrastructure services

•

transformation, termination and trade for off‑river operators

•

compliance with the water rules enforced by the ACCC.

Provision of water infrastructure services involves operation of assets that have natural monopoly
characteristics. This means that rural water users generally have limited or no choice in which
operator provides services at a particular location, and relocating can involve substantial costs.
The existence of these natural monopoly characteristics means that rural infrastructure operators
hold market power, which can result in prices, quality, service levels or innovation diverging from
competitive levels.
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A range of mechanisms exist to help ensure this market power is not exercised in ways which
harm customers or constitute unnecessary impediments to the development of efficient water
markets. Such mechanisms include:
•

elements of the policy framework, such as the National Water Initiative, which (among other
things) provides high level commitments and objectives for water planning and management
activities and rural water service provision

•

governance structures and other forms of regulatory oversight, which can promote a focus
on service standards and efficiency instead of profit maximisation, to ensure the operator is
managed for the benefit of its customers

•

relevant legislation including Basin State water management laws governing infrastructure
operators and the Commonwealth water rules made under the Water Act 2007 (Cth)
(the Act).

Recently, in its Final Advice to the Minister following the Review of the Water Charge Rules (see
box 1.2), the ACCC identified a series of rule advices and recommendations where it considered
that amendments could be made to the water charge rules to improve the protections that
the rules offered to customers of infrastructure operators (among other beneficial outcomes).
Having made amendments to repeal Part 5 of the Water Charge (Infrastructure) Rules 2010, the
Minister is considering the balance of the ACCC’s advice.
Water planning and management activities—which constitute activities undertaken to plan
for and manage water resources sustainably—underpin services provided by infrastructure
operators. Provision of WPM activities is often complex, and it can be difficult for water users
to understand how they are funded or to assess the efficiency of these services. Again, various
mechanisms exist to help ensure pricing transparency and promote efficiency in relation to
WPM services.
Together, the types of mechanisms outlined above form a framework for the operation of WPM
activities, water service infrastructure and water markets in the MDB. This framework is not static
but evolves over time as markets develop and the make-up of customers receiving infrastructure
services changes. For example, the increasing presence of non‑irrigation water users such
as environmental water holders raises new challenges for ensuring customer interests are
adequately protected, while continuing to promote the economically efficient and sustainable
use of water resources and water infrastructure assets.
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This report provides commentary on both how this framework is changing over time, and how
these changes are reflected in charges and other outcomes for infrastructure operators.

The ACCC’s role in the MDB rural water sector
The ACCC is responsible for enforcing the following four of the five sets of Commonwealth water
rules—the three sets of water charge rules and the water market rules—while the Murray Darling
Basin Authority (MDBA) is responsible for enforcing the water trading rules contained in the
Basin Plan 2012 (Cth).
The water charge rules are:
•

The Water Charge (Planning and Management Information) Rules 2010 (WCPMIR), which
seek to improve the consistency, availability and transparency of information about water
planning and management (WPM) charges and costs of associated WPM activities.

•

The Water Charge (Infrastructure) Rules 2010 (WCIR), which apply to charges imposed
by infrastructure operators for providing their customers with on‑river and/or off‑river
infrastructure services. Rule requirements depend on the operator’s size and ownership
structure. The rules require all infrastructure operators to provide a certain level of
information to their customers about their infrastructure charges and prohibit certain types
of price discrimination. They also require a regulator to approve the charges of the largest
infrastructure operators.

•

The Water Charge (Termination Fee) Rules 2009 (WCTFR), which regulate the termination
fees an off‑river infrastructure operator can impose on an irrigator terminating their right of
access to the operator’s network and limit the circumstances where the operator can impose
such a fee.

The Water Market Rules 2009 (WMR) apply requirements to the processing of transformation
applications by an irrigation infrastructure operator (IIO) (see section 1.2.4).
Further, the ACCC is responsible for monitoring a variety of aspects of the rural water sector,
and for providing advice to the Minister and the MDBA in relation to the Commonwealth water
rules. In undertaking these roles, the ACCC contributes to achieving the objectives of the Act by
regulating the charging practices of infrastructure operators on certain matters, reducing barriers
to trade, improving access to markets for irrigators and other water users and ensuring greater
pricing transparency in the MDB.

Water planning and management
Basin State departments and water authorities impose charges that recover a proportion
of the costs associated with their WPM activities. These activities support the sustainable
management of water resources, ensure the integrity of water access entitlement frameworks
and administer the trade of tradeable water rights. Generally, WPM charges comprise a relatively
small proportion of customer bills when compared to other charges payable to infrastructure
operators, but they are nonetheless an important aspect of rural water charges.
The types of WPM activities undertaken vary across Basin State departments and water
authorities. Approaches to WPM charging arrangements also vary, with a mixture of water
access right charges, broad based levies and transaction charges being imposed by Basin State
departments and water authorities (chart S.1).
Key outcomes for water planning and management charges for the 2015−16 water year are:
•

xiv

South Australia substantially changed its approach to raising WPM revenue. It abolished
the ‘Save the River Murray levy’ on 1 July 2015, removing the source of 76 per cent of the
previous year’s reported WPM charge revenue.

The Victorian Department of Environment, Land, Water and Planning (DELWP) substantially
increased its WPM expenditure in 2015−16, continuing a trend since 2012–13 of large
annual increases of WPM expenditure. DELWP’s WPM expenditure constituted 96 per cent
of the combined total of WPM expenditure reported to the ACCC by the Victorian entities
(DELWP, GMW, GWMW, LMW and Coliban), and it spent more on WPM expenditure than
the next three Basin States (NSW, SA and the ACT) combined. By contrast, from 2014−15 to
2015−16, DPI Water (NSW) sharply decreased its WPM expenditure.

•

Water administration and regulation costs were the largest part of total WPM expenditure for
DPI Water (NSW) (31 per cent) with water management costs the largest for DELWP (Vic)
(51 per cent) and DEWNR (SA) (67 per cent).

•

In South Australia and Victoria, there were significant decreases in WPM revenues relative to
costs. The reason for this differed between states. The ACT was the only Basin State where
WPM revenues raised were greater than WPM costs in 2015−16.

•

From 2014−15 to 2015−16, Basin State contributions to the joint WPM and infrastructure
expenditure programs undertaken by the MDBA (joint programs) increased significantly
(by 23 per cent from South Australia, and 31 per cent from both NSW and Victoria). This is
the first increase in Basin State funding for the MDBA’s joint programs since 2011−12, as
Basin State contributions had been declining since that time. Funding volatility may impact
on the MDBA’s ability to deliver its WPM activities effectively over the long-term.

Chart S.1:
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•

Basin State departments and water authorities—WPM charge categories—proportion of
charge revenue raised, 2015−16
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Source: ACCC from data provided and published by Basin State departments and water authorities.

Charges for rural water infrastructure services
Infrastructure operators provide infrastructure services to their customers and operate either
on‑river or off‑river (or, in a minority of cases, both). On‑river infrastructure operators (on‑river
IOs) impose on‑river infrastructure charges to recover costs associated with harvesting,
storing and delivering water through natural watercourses. Off‑river infrastructure operators
(off‑river IOs) impose off‑river infrastructure charges to recover costs associated with
maintaining and operating their off‑river network.
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As discussed above, both on‑river and off‑river IOs tend to be natural monopolies in their areas
of operation. The WCIR aim to promote efficient market outcomes, introduce a more consistent
approach to pricing with greater transparency across the Basin States and prohibit certain
discriminatory pricing practices.
The WCIR transparency requirements have improved information availability across the
MDB—chiefly through a requirement to publish a schedule of charges. However, due to
the considerable differences in terminology and approach across infrastructure operators,
comparing charges across operators over time is difficult. To enable a meaningful comparison,
the ACCC produces a number of hypothetical bills.
While IOs enjoy a monopoly in the provision of infrastructure services in particular areas, the
development of water markets has meant that demand for these infrastructure services can
change over time as water is traded from place to place. IOs have an incentive to restrict
the trade of water from their area as such trade will reduce demand for their infrastructure
services. The WCTFR and WMR (together with the BPWTR) aim to ensure these restrictions are
not unreasonable.

Charges for on‑river infrastructure services
Hypothetical bills for on‑river infrastructure services increased from 2014−15 to 2015−16 for
most operators (charts S.2 and S.3). There were decreases in bills in nominal dollars for only six
of the 36 hypothetical bills shown here, although there were decreases for 10 bills in real terms,
namely, for GMW’s private diverters and WaterNSW customers in the Murray, Murrumbidgee,
Namoi and Gwydir valleys. The decreases were concentrated in the southern MDB.
The percentage change in on‑river bills varied widely, although it was low (close to the CPI
increase) in many areas. There were notable larger movements in the following systems:
•

increases in GMW bulk bills for most basins (Loddon, Bullarook, Campaspe, Broken, Ovens)
by 11 per cent, except for the Goulburn and Murray basins (which increased by 3 per cent)

•

decreases in GMW bills for private diverters by 13−17 per cent

•

increases in WaterNSW bills in the Lachlan, Macquarie, Peel and Border valleys by
7–11 per cent

•

increases in SunWater bills for Macintyre Brook by 8 per cent, but by close to the CPI in
other areas.

The changes in bills reflected several main influences:
•

xvi

moves to more cost-reflective charges by operators and regulators, including:
–

GMW’s increases in charges for smaller basins, and

–

WaterNSW’s move to full cost recovery for Peel valley under the ACCC’s
2014 determination

–

larger increases for SunWater systems such as Macintyre Brook that have not reached
cost recovery

–

changes in usage of infrastructure services, causing an under‑recovery or over‑recovery
of forecast revenue, leading to adjustments to charges such as through the ‘unders and
overs’ mechanism introduced for WaterNSW by the ACCC in 2014.
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water delivered, 2014−15 to 2015−16 (nominal)

Source: ACCC from data provided and published by on‑river IOs.
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Charges in off‑river networks
Hypothetical bills increased in about two-thirds of off-river networks between 2014−15 and
2015−16 (charts S.4 and S.5). Overall, changes were mostly small, ranging from increases of
6 per cent (nominal) to decreases of a similar size. Key observations are:
•

The largest bill increase was for Tenandra (around 20 per cent), following a major upgrading
of infrastructure.

•

The next largest increases were for Murrumbidgee Irrigation, Hay, Narromine and SunWaterSt George—around 5−8 per cent for all hypothetical bill categories in these networks.

•

Bills for Eagle Creek and WMI-Buronga also increased by about 6 per cent for customers
with 50 per cent water delivered, due to increases in fixed charges.

•

There were small percentage increases in off‑river bills in several areas—in LMW, Moira and
GMW areas other than Shepparton (0−3 per cent, close to the CPI increase).

•

There was a substantial decrease (around 18 per cent) in Coleambally, due to a
reduction in fixed charges funded by revenues from sales of water available from water
efficiency measures.

•

There were modest reductions in bills in several areas—around 5−6 per cent for
GMW‑Shepparton, Murray Irrigation and Jemalong.

•

–

The reduction for GMW-Shepparton reflected moves by GMW to rebalance charges for
infrastructure access and use for different districts in the gravity-fed districts towards a
more uniform level. This was on the grounds that the previous differentials were no longer
justified with a more centralised distribution network.1

–

The reduction for Murray Irrigation was due to the removal of a fixed drainage fee.
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Over the seven years the ACCC has been monitoring charges there have been significant
increases in bills for on‑river infrastructure operators (e.g. 50−100 per cent in real terms) in some
systems, particularly those in northern NSW and smaller basins in Victoria. This largely reflects
policies to move charges gradually to more cost-reflective levels. Bills in most SunWater systems
decreased or increased only modestly since 2009–10.

CIT bills decreased by 2−4 per cent, while bills for GMW-Loddon Valley and Central Goulburn
and WMI-Curlwaa decreased by 1−2 per cent.

The structure of bills, in terms of the relationship between fixed and variable charges or off‑river,
on‑river and WPM charges, did not change greatly in 2015−16.

1

This was part of a charge rationalisation plan, begun in 2013, which was generally accepted by the ESCV and
implemented further in charges for the 2016−20 regulatory period.
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Chart S.4:

Off‑river IOs—percentage changes in total hypothetical bills for irrigators in pressurised
networks—250 ML of water access entitlement, 50 per cent and 100 per cent water
delivered, 2014−15 to 2015−16 (nominal)
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Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:

HP = high pressure, MP = medium pressure, LP = low pressure, HS = high security, GS = general security,
IHS = Integrated Horticulture Supply.

Chart S.5:

Off‑river IOs—percentage changes in total hypothetical bills for irrigators in gravityfed networks—250 ML of water access entitlement, 50 per cent and 100 per cent water
delivered, 2014−15 to 2015−16 (nominal)
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HS = high security, GS = general security, SAS = Small Area Supplies, LAW = Large Area Supply Wah
Wah excluding IHS, LAS = Large Area Supply.
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While nearly all off‑river operators incur on‑river and WPM charges which they pass on to their
customers, charges for their off‑river operations make up the predominant part of their charge
revenue. The on‑river component, however, is relatively high for operators in WaterNSW’s
Lachlan and Macquarie valleys, and its contribution to total bills has grown over the period since
2009−10.

Transformations, terminations and trade
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Over the seven year period since 2009−10, the average increase in off‑river hypothetical bills was
14 per cent in real terms, but there were substantially higher increases in some of the smaller
systems. Off‑river operators, except GMW, LMW and SunWater, set their own charges, but
movements in charges for all operators reflect a number of factors including changes in costs,
government assistance and numbers of charging units.

Transformations
IIOs have an incentive to restrict water trade out of their areas as they derive their revenue from
infrastructure charges for access to, and use of, their irrigation networks to deliver water. This
incentive exists even where such trades are in the interests of their customers and would result
in water moving to a higher value use. Until 2009, IIOs could prohibit or greatly restrict their
customers’ ability to trade (both permanently and temporarily) their right to water outside their
irrigation network.
By transforming their irrigation right into a statutory water access entitlement, irrigators can
more easily trade their water to areas beyond their own irrigation network, free of restrictions
imposed by their IIO. In 2009, the Water Market Rules (WMR) were introduced, which prevent
an IIO from unreasonably delaying the transformation of irrigation rights and imposing excessive
processing fees.
Overall, 554 GL of irrigation right has been transformed since 1 July 2009, in 2012 transactions.
This equates to 17 per cent of the total volume of irrigation right on issue at 1 July 2009 for
operators able to give effect to transformation.
In total, 35 GL of irrigation rights were transformed in 2015−16, the lowest annual volume
since monitoring began in 2009−10 (chart S.6). However, significant transformations occurred
in Hay PID this year (43 per cent of HPID’s opening irrigation right balance in 2015–16), due
to a substantial infrastructure upgrade which involved considerable network rationalisation
and transfer of 2549 ML (long term average annual yield) of water access entitlement to
the Commonwealth.
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All operators that can give effect to transformation—per cent of irrigation rights
transformed since July 2009
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Chart S.6

80%
70%
60%
50%
40%
30%
20%
10%

NSW
2009–10

2010–11

2011–12

RIT

CIT

WMI

West Corurgan

Narromine

MI

MIL

Moira

Jemalong

Hay

Coleambally

0%

SA
2012–13

2013–14

2014–15

2015–16

% untransformed 2015–16
Source: ACCC from data provided and published by reporting operators.

Available data indicates an increasing proportion of transformations each year are not related to
government purchases of water for the environment:
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•

In past years, the total volume of transformations has largely followed trends in
Commonwealth water access entitlement acquisitions (via direct buyback and investment in
water infrastructure programs), but this relationship has been less clear in recent years.

•

In NSW, where publicly accessible registry data enables matching of transformations
reported by operators with trades to environmental water holders (EWH), there is an
observable decreasing trend in the proportion of transformations which involve trade directly
to an EWH (chart S.7).

NSW operators—proportion of transformations traded directly to Environmental Water
Holders
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Chart S.7:
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Sources: ACCC from data provided and published by reporting operators, NSW Water Register, NSW
Environmental Water Register.
Notes:

EWH = environmental water holder. Chart includes data for all NSW reporting operators able to give
effect to transformation.

Terminations
The WCTFR regulate the maximum amount that an IIO can impose on an irrigator who
terminates their right of access to the IIO’s network and the circumstances in which this charge
(known as a ‘termination fee’) can be imposed. Prior to the introduction of the WCTFR, irrigators
throughout the MDB faced very high fees to terminate water delivery rights and/or were forced
to terminate their right of access if they traded water externally.
Irrigators took advantage of the lower termination fees brought about by the introduction of
the WCTFR, and higher water prices, to trade water and adjust their access to IIO networks to
better align their access to water with their business needs, resulting in significant terminations in
2009−10. Across all reporting off‑river operators, the total volume of water delivery right (WDR)
on issue at 30 June 2016 is only 6 per cent lower compared to 1 July 2009; that is, there has
been a significantly lower proportion of terminations compared to transformations, and in some
cases, terminations have been offset by new WDR being issued.
However, significant volumes of terminations have occurred in joint water supply schemes
(JWSS): total WDR in JWSS at 30 June 2016 is 28 per cent lower compared to 1 July 2009.
Terminations and surrenders were low in 2015−16 compared to previous years: 11 GL was
terminated in total for transforming IIOs (2nd lowest year on record since 2009−10); 0.5 GL for
joint water supply schemes; 11 ML/day for GMW and 33 ML/14 days for LMW.
While operators are permitted to levy a termination fee up to 10 times the annual ‘total network
access charge’, in fact only 28 per cent of the total volume of WDR terminated or surrendered
since 2012–13 has attracted a termination fee. However, in 2015−16 a termination fee was levied
for 60 per cent of the volume terminated in 2015−16 (chart S.8). This reflects a change in the
context in which terminations are occurring; whereas in previous years terminations have been
dominated by co-ordinated terminations associated with infrastructure rationalisation projects,
in 2015−16 most operators reported a smaller volume of terminations but in most cases did levy
termination fees.
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Chart S.8:

Proportion of terminations for which a termination fee was imposed, 2012–13 to
2015−16
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Source: ACCC from data provided and published by reporting operators.
Notes:

Data for years prior to 2012−13 not available. Data includes surrendered WDR. Data included for GMW
and LMW converted from ML/day and ML/14 days, respectively, to ML/year.

To enable a comparison across operators, the ACCC also prepares hypothetical termination fee
bills. As in previous years, trends in these bills largely reflect trends in fixed charges levied by
off‑river operators (see above).

Trade
Transformation, termination and trade decisions are often closely interlinked, as they are the key
means by which irrigators adjust their water right holdings. Most reporting entities had some
‘temporary’ trade (i.e. trade of water allocation to and from operator’s accounts, and internal
trade of water available under customers’ irrigation rights) during 2015−16 (chart S.8). However,
the nature of the trade varied significantly across infrastructure operators.
•

•

For southern MDB operators, trade patterns generally differ by Basin State:
–

SA operators were small net exporters

–

For Victoria, LMW off‑river customers were net importers; GMW customers as a whole
were approximately neutral (data limitations prevent further breakdown into irrigation
network customers versus private diverters for GMW)

–

Southern NSW operators were net exporters (except Moira, due to its ban on temporary
trade ‘out’ of its network, which was in place until March 2016).

Trade patterns for northern MDB operators are more mixed: Tenandra, Marthaguy and
SunWater (off‑river) were net importers, while Narromine and Trangie‑Nevertire were
net exporters.

To give an indication of operators’ openness to water allocation (‘temporary’) trade, chart S.8
shows the volume of water allocation trade into, out of and within off‑river IO networks as a
proportion of the total volume of water delivered by each operator in 2015−16.
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Select operators—volume of water allocation traded into, out of and within an
operator’s network as a proportion of the total volume of water delivered, 2015−16
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Chart S.9:
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Source: ACCC from data provided and published by reporting operators.
Note:

a GMW trade volumes are for non-environmental trade relating to GMW trading zones, and do not
distinguish between private diverters and irrigation network customers. Therefore, comparisons of
these trade volumes with volume delivered to irrigation network customers may overestimate the true
proportions of trade occurring within irrigation districts.

Trade in water delivery rights (WDR) is also an important tool for operators’ customers. Given
that the only other option for decreasing holdings of WDR is to terminate, which may attract a
substantial termination fee, trade offers customers the opportunity to adjust their holdings at a
lower cost than paying the termination fee. Total volumes of WDR traded increased in 2015−16,
driven by substantial trade volumes in GMW and MIL (chart S.10). In fact, GMW reported that
14 per cent of the total volume of water delivery right (WDR) on issue in GMW networks was
traded in 2015−16, which represents a substantial increase from trade volumes reported in
previous years.
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Of the total volume of WDR trade reported in 2015–16 (excluding GMW, due to data limitations),
78 per cent of WDR traded occurred independently of trade of irrigation rights or water access
entitlements. This represents a significant shift from previous years, and suggests that WDR
markets are maturing over time.

Culture of compliance
The ACCC’s approach to compliance and enforcement aims to foster a culture of compliance
among regulated entities. This approach seeks to reduce the risk that IIOs’ policies or conduct
may cause harm to water users through contraventions of the Rules or the Competition and
Consumer Act 2010 (CCA).
The ACCC has seen a reduction in the number of complaints and enquiries from most
stakeholder groups since 2014−15.
Investigation and compliance activities during 2015−16 focused on pricing transparency and
the transformation process. The ACCC identified two breaches of the Water Rules in 2015–16.
In both cases, the infrastructure operator promptly provided the ACCC with information and
rectified the breach. The ACCC resolved its investigations into the breaches administratively2
rather than by taking enforcement action.

2
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Administrative resolutions can range from a commitment by an operator in correspondence to a signed
agreement between the ACCC and the operator setting out detailed terms and conditions of the resolution.
Administrative resolutions generally involve the operator agreeing to stop the conduct and compensate those
who have suffered a detriment because of it, and to take other measures necessary to ensure that the conduct
does not recur.
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1. Introduction
This chapter outlines the ACCC’s roles in the Murray-Darling Basin and provides
information on its approach to preparing this report.
Key points
•

Arrangements to manage water in the Murray-Darling Basin (MDB) are complex. Under
the Water Act 2007 (Act), the ACCC has a monitoring role, an enforcement role and an
advisory role. These roles help to create an environment where water markets work to
ensure scarce water resources are allocated most efficiently between competing water
users and uses.

•

There are a range of Commonwealth and Basin State regulatory measures and
arrangements applying within the MDB that contribute to the Act’s objective to manage
MDB water resources in the national interest. Many of these regulatory measures and
arrangements are subject to occasional or periodic review to ensure that they are
achieving the objectives of the Act.

Burrinjuck Dam
Photographer: Brayden Dykes. Photograph provided courtesy of MDBA.
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1.1

Regulating the Murray-Darling Basin rural water
sector

The Murray-Darling Basin (MDB) is Australia’s most important agricultural region and extends
across four states and one territory (Basin States). It encompasses a diverse mix of natural
landscapes and climatic conditions. Reflecting this diversity, water management and regulation
in the MDB is complex and has evolved over many decades.
Basin State governments undertake activities to plan for and manage water use and its impacts
(referred to as water planning and management activities). Under their own state water
management laws, Basin States administer water allocation frameworks, which underpin most
water users’ access to and use of water via the system of tradeable water rights (discussed in
more detail in section 2.2).
In 2007, the Commonwealth Government passed the Water Act 2007 (the Act). The Act aims to
enable the Commonwealth, together with the Basin States, to manage MDB water resources in
the national interest. This means promoting the use and management of Basin water resources
in a way that optimises economic, social and environmental outcomes. To achieve this, a number
of regulatory instruments have been made under the Act including:
•

The Basin Plan 2012 (Basin Plan), which includes:
– Basin Plan water trading rules (BPWTR)
– Environmental watering plans

•

The Water Charge Rules:
– Water Charge (Infrastructure) Rules
– Water Charge (Planning and Management Information) Rules
– Water Charge (Termination Fees) Rules

•

The Water Market Rules4

Today, most aspects of the operation of the rural water sector are governed by Commonwealth
and Basin State legislation, regulation and policy (including intergovernmental agreements
relating to water sharing between Basin States, water trading or other matters). This regulatory
framework evolves over time and is subject to regular review. In 2015−16, there were a number
of reviews of, and changes to, the regulatory framework. Box 1.1 sets out the key developments.

4

2

The water charge rules are designed to contribute to achieving the Basin water charging objectives
and principles set out in Schedule 2 of the Act. The water market rules and BPWTR are designed
to contribute to achieving the Basin water market and trading objectives and principles set out in
Schedule 3 of the Act.

Senate Select Committee on the Murray-Darling Basin Plan
On 24 June 2015, the Senate resolved to establish the Select Committee on the MurrayDarling Basin Plan. The committee inquired into the positive and negative impacts of the
Basin Plan on regional communities. The Committee provided a final report to the Senate in
March 2016 and made “a number of recommendations about ways to improve the Plan and
the manner in which it is implemented.”5 The Government provided a response to this report
on 16 February 2017.6 In its response, it agreed with some recommendations (some only
‘in part’ or ‘in principle’) and rejected others, noting that ‘a number of recommendations in
the Committee’s final report… focus[ed] on State issues… [and] are relevant for the State
government to consider in the first instance.’7
Interagency working group on water information
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Box 1.1 Regulatory reviews and changes in 2015-16

In December 2014, the Bureau of Meteorology established an Interagency Working
Group on Commonwealth Water Information Provision, following a recommendation of
the Independent Review of the Water Act 2007.8 The working group brought together
Commonwealth Agencies that required or requested water information from irrigators,
infrastructure operators and other water service providers.
In March 2016, the Australian Government released the working group’s report, Providing
Water Information to the Commonwealth.9 The report identified a number of measures to
reduce the regulatory burden and costs of providing water information to Commonwealth
agencies. The Government accepted—and is implementing—the recommendations. The
working group continues to examine ways to reduce the regulatory burden of information
provision to Commonwealth agencies.
ACCC Review of the Water Charge Rules
Following a recommendation of the Independent Review of the Water Act 2007, the Minister
requested the ACCC to review the Water Charge Rules in December 2014. During 2015–16,
the ACCC carried out widespread public consultation on the rules (including calling for
submissions and conducting public forums across the MDB), published an Issues Paper (May
2015), Draft Advice (October 2015) and provided its Final Advice to the relevant Minister
(September 2016). Box 1.2 sets out more information on the ACCC review of the Water
Charge Rules.
Amendments to the Water Act 2007 (Cth) (Act)
A number of amendments were made to the Act during the 2015-16 year. A brief overview
of these changes is provided in table 1.1. Some of these amendments resulted in substantial
changes to the regulatory framework in the MDB—for example, the abolition of the National
Water Commission and the establishment of a new mechanism for annual reviews of the
Murray-Darling Basin Plan.

3
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Table 1.1: Amendments to the Water Act 2007 occurring in 2015–16
Amending act

Registration Date Brief summary

National Water Commission 18 June 2015
(Abolition) Act 201510

Abolished the National Water Commission (with partial
reassignment of NWC functions to the Productivity
Commission).

Water Amendment Act
201511

15 October 2015

Amended the Act to provide for a 1500 gigalitre limit on
Commonwealth surface water purchases, for the purpose of
allowing more flexibility with efficiency measures under the
Basin Plan.

Water Amendment (MurrayDarling Basin Agreement)
Regulation 2015 (No. 1)12

16 December 2015 Amended the Water Act 2007 to provide greater
consistency between Schedule D of the Murray-Darling
Basin Agreement and the water market and trading
objectives under Schedule 3 of the Water Act 2007 and the
Murray-Darling Basin Plan water trading rules, pursuant
to an agreement by the Murray-Darling Basin Ministerial
Council.

Water Amendment (Review 5 May 2016
Implementation and Other
Measures) Act 201613

5

6

7

8
9
10
11
12
13
14

4

•

Provided for annual reviews of the effectiveness of the
Basin Plan

•

Broadened provisions for the CEWH to be able to trade
water

•

Provided for greater incorporation of indigenous
expertise and knowledge in the governance of the
Basin’s water resources. For example, the Act requires
that the Basin Plan must now have regard to social,
spiritual and cultural matters relevant to indigenous
Australians.14

•

Other clarifying/technical amendments.

Committee Report (March 2016) ‘Select Committee on the Murray-Darling Basin Plan: Refreshing the
Plan’ p. xiii. http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Murray_Darling_
Basin_Plan/murraydarling/Report, accessed January 2017.
Australian Government, Australian Government response to the Senate Select Committee on the MurrayDarling Basin Plan report: Refreshing the Plan, February 2017, http://www.aph.gov.au/Parliamentary_
Business/Committees/Senate/Murray_Darling_Basin_Plan/murraydarling/Government_Response,
accessed May 2017.
Australian Government, Australian Government response to the Senate Select Committee on the
Murray-Darling Basin Plan report: Refreshing the Plan, February 2017, pp. 1-17. http://www.aph.gov.au/
Parliamentary_Business/Committees/Senate/Murray_Darling_Basin_Plan/murraydarling/Government_
Response, accessed May 2017.
See recommendation 18: http://www.environment.gov.au/system/files/independent-review-wateract-2007.pdf, accessed April 2017.
The report is available online: http://www.bom.gov.au/water/regulations/interagencyWorkingGroup.
shtml, accessed January 2017.
Available online: https://www.legislation.gov.au/Details/C2015A00063, accessed January 2017.
Available online: https://www.legislation.gov.au/Details/C2015A00133, accessed January 2017.
Available online: https://www.legislation.gov.au/Details/F2015L02034, accessed January 2017.
Available online: https://www.legislation.gov.au/Details/C2016A00040, accessed January 2017.
Explanatory Memorandum, Water Amendment (Review Implementation and Other Measures) Bill 2015,
p. 6, available online at: http://www.austlii.edu.au/au/legis/cth/bill_em/waiaomb2015571/memo_0.
html, accessed May 2017.

The ACCC’s roles under the Water Act 2007

The Act gives the ACCC three main functions in the MDB15:
•

monitoring regulated water charges, transformation arrangements16 and compliance with the
water market rules and water charge rules

•

enforcing the water market rules and the water charge rules

•

advising the Minister on the water market rules and the water charge rules, and the
Murray-Darling Basin Authority (MDBA) on the water trading rules (which form part of the
Basin Plan).

The ACCC’s roles in these areas help to ensure water markets work to allocate scarce
resources efficiently between competing water users (and uses) and to place limits on how
infrastructure operators are able to exercise their market power over irrigators and other
customers’.17 The nature of water infrastructure means that competition is unlikely to develop
between infrastructure operators. In the absence of competition, prices, quality, service
levels and innovation can diverge from competitive levels which can result in less efficient
market outcomes.
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1.2

The ACCC also works to improve understanding of its functions and the rural water sector
more broadly. Its published information, tailored guidance on compliance issues and other
educational activities help ensure regulated entities and their customers, as well as stakeholders
more broadly, have a clear grasp of the legislative framework and their resulting rights
and responsibilities.
The ACCC carries out its functions in relation to the four sets of rules made under Part 4 of the
Act, described below. Broader ACCC roles relevant to the rural sector are also described.

1.2.1

Water Charge (Infrastructure) Rules 2010

The Water Charge (Infrastructure) Rules (WCIR) set requirements relating to regulated
charges payable to infrastructure operators for on‑river infrastructure services18 and off‑river
infrastructure services.19 The rules promote transparency in pricing across the MDB and prohibit
certain discriminatory pricing practices. For example, an infrastructure operator is prohibited
from levying a regulated charge relating to an infrastructure service it provides to the customer
unless it has given the customer its current schedule of charges at least 10 business days before
the service is provided.20 They came into effect on 12 April 2011.
The ACCC reviewed the WCIR during 2015−16 (see box 1.2). Following advice from the ACCC,
the Minister repealed Part 5 of the WCIR, relating to the requirement to prepare Network Service
Plans, on 31 January 2017.21

15

16
17
18
19
20
21

In certain circumstances, the ACCC can have a limited price-setting role under the Water Charge
(Infrastructure) Rules; however, currently Basin State regulators are accredited to carry out these
functions in both Victoria and New South Wales.
See sections 1.2.4 and 2.2.2 for an explanation of transformation.
ACCC, Review of the Water Charge Rules Final Advice, September 2016, p. xv.
On‑river services include activities such as water harvesting, management of storages and river
operations. For more information, see chapter 4.
Off‑river services include activities such as providing delivery and drainage services through access to
water service infrastructure—including irrigation networks. For more information, see chapter 5.
Water Charge (Infrastructure) Rules 2010, Rule 7.
The amendments are now in effect with the operative provisions commencing on 1 July 2017: http://
www.agriculture.gov.au/water/markets, accessed April 2017.
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1.2.2

Water Charge (Termination Fees) Rules 2009

Irrigators within an irrigation infrastructure operator’s (IIO) network pay off‑river charges to
maintain their ‘right of access’ (or water delivery right). In this way they contribute to the costs
of operating the irrigation network. If an irrigator no longer wants some or all of their access they
are generally required to terminate and pay a ‘termination fee’ (see section 2.2.3).
The Water Charge (Termination Fees) Rules 2009 (WCTFR) regulate the maximum amount
of the termination fee payable. The WCTFR cap the termination fee at 10 times the IIO’s total
(fixed) network access charges actually paid (or payable) by the irrigator in the relevant year.
The WCTFR also limit the circumstances in which an IIO can impose a termination fee. For
example, an irrigator can no longer be made to pay a termination fee simply because they have
traded their water access right or their water delivery right. The WCTFR came into full effect on
1 September 2009 and were reviewed by the ACCC during 2015−16 (see box 1.2).
The WCTFR contribute to the efficient functioning of water markets by addressing barriers to
trade and balancing incentives for efficient investment in irrigation and on-farm infrastructure,
network rationalisation and water trade.

1.2.3

Water Charge (Planning and Management Information) Rules 2010

As part of the National Water Initiative (NWI), Basin States agreed to pursue cost recovery
for their water planning and management (WPM) activities. The Water Charge (Planning and
Management Information) Rules 2010 (WCPMIR) aim to improve the transparency of WPM
charges and the cost recovery for WPM activities.
The WCPMIR require persons determining WPM charges to publish information about these
charges and the costs of activities associated with these charges. The WCPMIR seek to make
information on WPM charges more widely and consistently available across Basin States. The
WCPMIR came into full effect on 1 July 2011 and were reviewed by the ACCC during 2015−16.

Box 1.2 ACCC review of the water charge rules
The WCIR, the WCTFR and the WCPMIR were introduced at a time of significant reform
across the MDB. Since the introduction of the three sets of water charge rules over six
years ago, water markets, charging practices and regulatory arrangements in the MDB have
continued to evolve and develop.
In 2014, the Independent Expert Panel (the Panel) reviewed the Act and made a number
of recommendations. Recommendation 11 was that the ACCC, in consultation with
industry and Basin State governments, review the three sets of water charge rules.22 On
17 December 2014, the Minister requested that the ACCC undertake a review of the water
charge rules and, where appropriate, provide advice on possible amendments.
The ACCC consulted widely in conducting its review. It published an Issues Paper in May
2015, receiving 27 submissions in response. The Draft Advice was released in November
2015 and received 34 submissions on the proposed amendments to the water charge rules.
During the course of the review, the ACCC also met with infrastructure operators,
representative groups, Basin state governments and other key stakeholders. It held a series
of public forums in major irrigation communities across the Murray-Darling Basin, where
interested parties could obtain information about the review and provide comment directly
to ACCC staff, and commissioned several irrigator surveys to ensure irrigators’ views were
heard.23
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•

a revised role for the water charge rules focusing on:
–– providing Basin-wide protections for customers—particularly via enhanced
non‑discrimination obligations and improved rules relating to distributions made
by operators
–– improving pricing transparency for regulated water charges.

•

the repeal of the requirement for Part 5 operators to produce Network Service Plans

•

that direct charge approvals/determinations should revert to Basin State regulators
in most cases. However, the ACCC would retain the ability to conduct direct charge
approvals/determinations for key infrastructure operators, where this is not able to be
done by a single Basin State regulator.

The Minister publicly released the ACCC’s advice on 14 November 2016, together with
an interim response accepting the ACCC’s rule advice 5-L to remove the requirement for
operators to prepare Network Service Plans by repealing Part 5 of the WCIR. Amendments
to give effect to this change were made to the WCIR on 31 January 2017 and come into
effect on 1 July 2017.
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The ACCC delivered its final advice (including proposed rules) to the Minister in September
2016.24 In this document the ACCC advised:

At the time of writing, the Minister is considering the remainder of the rule advices and
recommendations proposed by the ACCC.

1.2.4

Water Market Rules 2009

The Water Market Rules 2009 (WMR) seek to ensure that an IIO’s administrative requirements for
processing transformations do not represent a barrier to trade. In NSW and SA many irrigators’
rights to water take the form of an irrigation right held against their IIO.25 The IIO itself holds the
water access entitlement and the IIO’s consent is required for an irrigator to trade water available
to them under their irrigation right (see section 2.2.2). IIOs have an incentive to maximise the
amount of water delivered through their networks and, as such, may seek to restrict water trade
out of their networks (see case study 1 in Chapter 7).
Transformation is the process by which an irrigator permanently transforms their right to water
under an irrigation right against an IIO into a water access entitlement held by the irrigator
(or anybody else other than the IIO). Transformation can give the irrigator a greater degree of
control over their right, particularly in relation to trade. The WMR prohibit an IIO preventing
or unreasonably delaying an irrigator from transforming an irrigation right into a water access
entitlement. The WMR came into full effect on 1 January 2010.

22
23

24
25

See recommendation 11 of the Report of the Independent Review of the Water Act 2007, accessed
April 2017.
These reports are published on the ACCC website. See: Daniel Ashton (ABARES), Water Trading and
water charge rules—A survey of irrigators in the Murray-Darling Basin, June 2015, https://www.accc.
gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advicedevelopment/issues-paper); Zuo, Alec; Wheeler, Sarah; and Loch, Adam, Short Survey of Southern
Murray-Darling Basin Irrigators’ Views on the Review of the Water charge Rules—Final Report, 13 May
2016, https://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-watercharge-rules-advice-development/draft-advice.
The final advice and draft rules are available on the ACCC website: https://www.accc.gov.au/regulatedinfrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/final-advice.
‘Irrigation right’ is defined in s. 4 of the Act as ‘a right that (a) a person has against an irrigation
infrastructure operator to receive water, and (b) is not a water access right or a water delivery right.’
See section 2.2.2 for more information.
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1.2.5

Other ACCC roles relevant to the rural sector

The ACCC also has a role in enforcing the fair trading and competition provisions under the
Competition and Consumer Act 2010, which contains the Australian Consumer Law and applies
to businesses generally, including those in the water industry. The ACCC has published guides on
fair trading obligations for water brokers and exchanges and on users’ rights when participating
in water markets.26
The ACCC’s Agriculture Enforcement and Engagement Unit, together with the ACCC’s
Agricultural Commissioner, has worked to identify competition and fair trading issues in
agricultural markets and to engage with a range of key industry groups. Among other projects,
it is conducting an inquiry into the dairy industry, has undertaken a market study into the
cattle and beef industry and has hosted a series of horticulture and viticulture workshops
throughout Australia.27

1.3

The ACCC’s approach to preparing this report

The ACCC’s monitoring involves collecting and analysing information and providing an
annual report to the Minister on the outcomes of its monitoring activities. Under the Act, the
ACCC monitors:
•

regulated water charges28

•

transformation arrangements29, and

•

compliance with the water market rules and water charge rules.30

To improve information availability within the MDB, the ACCC publishes an annual monitoring
report—this is the seventh such report.
To fulfil this role and to prepare the report, the ACCC:
•

examines information provided by infrastructure operators and Basin State departments
and water authorities on their websites and in response to the ACCC’s annual request for
information

•

collects and compiles data from contacts with irrigators, infrastructure operators and
industry specialists, such as water brokers and lawyers

•

uses information published or provided to the ACCC by other government agencies, such as
the Bureau of Meteorology.

For the current report, requests for information were sent to reporting entities listed in table 1.2
in September 2016. Responses and clarifications were sought up until April 2017.
The ACCC is committed to carrying out its functions under the Act, and to providing valuable
information about water charges, transformations and terminations to the water market and
to policy makers. In this context, the ACCC recognises that responding to information requests
imposes costs on infrastructure operators and other reporting entities, and it takes regular steps
to refine, reduce and improve its requests for information (also bearing in mind the transitional
costs that result from alterations to annual information requests).31

26
27
28
29
30
31
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See https://www.accc.gov.au/regulated-infrastructure/water/water-trading-brokers-exchanges,
accessed April 2017.
For more information about the ACCC’s work on agricultural issues, see the relevant section of the ACCC
website: http://www.accc.gov.au/about-us/information-for/agriculture, accessed April 2017.
Water Act, s. 94(1)(a).
Water Act, s. 99(1)(a).
Water Act, s. 94(1)(b) and s. 99(1)(b).
If the Minister makes further amendments to the water charge rules, changes to the annual request for
information will be required, with opportunities to improve the ACCC’s information gathering processes
and reduce the burden on reporting entities.

Table 1.2:

Reporting entities referred to in this report

Reporting entity

Type of information request33

Small
Off‑river
On‑river IO WPM
off‑river IO
IO

Buddah Lake Irrigators’ Association (NSW): Buddah Lake



Central Irrigation Trust (SA): CIT



Coleambally Irrigation Co-operative Limited (NSW):
Coleambally



Department of Natural Resources and Mines (Qld): DNRM





Department of Environment, Land, Water and Planning (Vic)34:
DELWP



Department of Environment, Water & Natural Resources (SA):
DEWNR



Department of Primary Industries—Water (NSW): DPI Water35



Eagle Creek Pumping Syndicate (NSW): Eagle Creek



Environment & Planning Directorate (ACT): ACT-EPD



36

Goulburn-Murray Water (Vic): GMW



Grampians Wimmera Mallee Water (Vic): GWMW
Hay Private Irrigation District (NSW): Hay



Jemalong Irrigation Limited (NSW): Jemalong



Lower Murray Water (Vic): LMW



Marthaguy Irrigation Scheme (NSW): Marthaguy



Moira Private Irrigation District (NSW): Moira



Murray Irrigation Limited (NSW): MIL



Murrumbidgee Irrigation Limited (NSW): MI



Narromine Irrigation Board of Management (NSW): Narromine



Renmark Irrigation Trust (SA): RIT



WaterNSW (NSW)37: WaterNSW

32















SunWater (Qld): SunWater



Tenandra Irrigation Scheme (NSW): Tenandra



Bungunyah-Koraleigh Irrigation Trust (NSW)
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As noted above in box 1.1, the ACCC participated in the Interagency Working Group on
Commonwealth Water Information Provision, chaired by the Bureau of Meteorology.32 Work
is ongoing on Action 6—the commitment by the Bureau of Meteorology to bring together
Commonwealth Government agencies and rural water entities to discuss further streamlining the
water information that they provide.





See above, footnote 9.
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Reporting entity

Small
Off‑river
On‑river IO WPM
off‑river IO
IO

Bringan Private Irrigation Trust (NSW)



Glenview Private Irrigation Trust (NSW)



Goodnight Private Irrigation Trust (NSW)



Pomona Water (NSW)



West Cadell Private Irrigation Trust (NSW)



Coliban Water (Vic)

a





37

Note:

33
34
35
36
37
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Type of information request33

a While Coliban holds a volume of water access entitlement greater than the 10GL threshold for
small operators, the majority of Coliban’s customers are urban, and Coliban cannot give effect to
transformation. For these reasons, the ACCC does not prepare a hypothetical irrigator bill for Coliban or
report on Coliban’s terminations in chapter 6.

For definitions of ‘on‑river infrastructure operator’ and ‘off‑river infrastructure operator’, see section 2.1
Formerly the Victorian Department of Environment and Primary Industries (DEPI); name changed on
1 January 2015.
Formerly the NSW Office of Water (NOW); name changed on 3 July 2015.
Formerly the Environment & Sustainable Development Directorate (ACT) (ACT ESDD).
Formerly State Water; WaterNSW is the entity formed from the merging of State Water with after the
Sydney Catchment Authority on 1 January 2015.

2.

Understanding rural water rights,
markets and charges

Water reforms have increased opportunities for water users while adding complexity
to the Murray-Darling Basin (MDB) rural water sector. To assist stakeholders to
understand water rights, markets and charges, this chapter provides an overview of:
•

the rural water supply chain in the MDB

•

tradeable water rights

•

regulated water charges.

Yarrawonga Weir
Photographer: John Prentice. Photograph provided courtesy of MDBA.
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Key points
•

Government entities, infrastructure operators and water users have different roles,
responsibilities and obligations in the rural water supply chain. Water supply activities,
services and charges all vary across the MDB.

•

Water access rights, water delivery rights and irrigation rights are collectively referred to
as ‘tradeable water rights’. There are benefits and costs associated with tradeable water
rights. Further education of water users on the charges payable for each right and the
options available to manage them would be beneficial.

•

MDB tradeable water rights markets have different levels of maturity. Water allocation
trade is well‑established with high trade volumes while other markets, such as water
delivery right markets, are still developing and have lower volumes of trade.

•

Typically, water charges in the MDB are either WPM charges that recover the costs of
WPM activities or infrastructure charges that recover the costs associated with on‑river
and/or off‑river infrastructure services.

•

Information about charges is provided by infrastructure operators in schedules of
charges. However, the level of information included varies significantly across the
operators and could be improved, consistent with the ACCC’s recommendations to the
Minister in its advice on amendments to the water charge rules.

The rural water supply chain in the MDB

The rural water supply chain consists of government bodies that set and implement the policy
framework, on‑river and off‑river infrastructure operators that manage the resource and
deliver services, and water users including irrigators who extract water directly from natural
watercourses (private diverters) or from an infrastructure operator’s network.

2.1.1

Government entities

Government departments and water authorities undertake water planning and management
(WPM) activities to plan for and manage water resources, such as:
•

developing water resource plans which include environmental flow requirements and limits
on diversions

•

managing water access entitlements

•

managing trade registers

•

making water allocation decisions

•

water monitoring

•

environmental works to minimise the negative impacts of consumptive use.

ACCC Water Monitoring Report 2015–16

2.1

Governments may recover some or all of the costs of WPM activities through WPM charges.
Depending on the type of charge and the activities they relate to, WPM charges may be levied
on infrastructure operators or directly on water users. WPM charges are discussed in more detail
in chapter 3.

2.1.2

Infrastructure operators

Infrastructure operators own or operate infrastructure to provide a service to another
person. Water service infrastructure can include dams, weirs, channels, pipes and associated
equipment. Infrastructure services include the storage, delivery and drainage of water to another
person. Figure 2.1 shows the location of the key infrastructure operators in the MDB.
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Figure 2.1: Infrastructure operators in the MDB

Goulburn
- Murray
Moira Private Water
Irrigation District

CANBERRA

"
)

Jemalong
Irrigation
Murrumbidgee
Irrigation
Coleambally
Irrigation

West Corurgan
Private Irrigation District

Sources: Topo 250K © Geoscience Australia (2006); land use 2005/06 © ABARE-BRS (2010); NSW irrigation corporation areas © ABARE-BRS
(2008–09) from data provided by Murray Irrigation Limited and the Murray-Darling Basin Authority; VIC, SA & QLD irrigation coporation
areas sourced from data collated for the National Performance Report - rural water service providers, NWC (2007-08).
Produced by SKM, November 2010.

Note:

WaterNSW is not shown in figure 2.1, but operates throughout NSW.

Infrastructure operators’ customers can include irrigators, environmental water holders,
commercial operators and other infrastructure operators like urban water supply networks.
In this report, we generally distinguish between two main types of infrastructure operators
according to the types of infrastructure services they provide:
•
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On‑river infrastructure operators (on‑river IOs): these operators provide services which
include harvesting and storing water using infrastructure, such as dams, lakes, weirs and
reservoirs, and delivering water, primarily through natural watercourses, to an extraction
point on a natural watercourse. On‑river IOs and their infrastructure services are further
discussed in chapter 4.

Off‑river infrastructure operators (off‑river IOs): these operators provide services which
include the delivery of water from the natural watercourse through a network of channels
and/or pipes (which can be gravity-fed or pressurised) to a customer’s extraction point.
Off‑river IOs and their infrastructure services are further discussed in chapter 5.

•

Irrigation infrastructure operator (IIO): an IIO is a particular type of off‑river IO that operates
its infrastructure for the primary purpose of irrigation.38 This means that an off‑river IO may
change over time from being an IIO to not being an IIO (or vice versa), depending on the
primary purpose for which the network is used. Transformation, termination and trading
activity of IIO customers is further discussed in chapter 6.

Three of the infrastructure operators featured in this monitoring report provide both on‑river and
off‑river infrastructure services (LMW, GMW and SunWater). This means they act as a vertically
integrated operator and are not solely an on‑river IO or an off‑river IO. When reporting on these
entities the ACCC distinguishes between their operation as an on‑river IO and their operation as
an off‑river IO. This allows for comparison with other entities that provide comparable services
but are not vertically integrated.

ACCC Water Monitoring Report 2015–16

•

Box 2.1: Why have the terms changed from previous water monitoring reports?
Prior to 2014–15, the ACCC’s previous water monitoring reports referred to on‑river
infrastructure services as ‘bulk water services’, operators providing these services as ‘bulk
water suppliers’ and the charges they levy as ‘bulk water charges’. Previous reports also
assumed all off‑river IOs were IIOs.
The terms ‘bulk water service’, ‘bulk water supplier’ and ‘IIO’ are defined in the Act and Water
Regulations. However, they are defined in a way that may not apply to some customers or
some infrastructure services provided by infrastructure operators in the MDB (for example,
provision of on‑river infrastructure services to environmental water holders, or the provision
of off‑river infrastructure services by an operator that may not meet the definition of IIO).
For this reason, this report will avoid using the terms ‘bulk water service’, ‘bulk water
supplier’ and ‘bulk water charge’, replacing these terms with ‘on‑river infrastructure service’,
‘on‑river IO’ and ‘on‑river infrastructure charge’. Also, unless reporting on matters specifically
relating to IIOs only (for example some of the water charge rules and water market rules
administered by the ACCC only relate to IIOs), this report will use the more general term
‘off‑river IO’. These changes ensure that we are able to report on charging, termination and
transformation arrangements accurately and comprehensively.

2.1.3

Water users

Irrigators make up the overwhelming majority of water users in the MDB.39 Irrigators can be
located either on‑river or off‑river. On‑river irrigators are called ‘private diverters’ and take
their water directly from the natural watercourse. Off‑river irrigators are typically customers
of an off-river IO and rely on their operator’s channels and/or pipes to have water delivered to
their property.
Figure 2.2 provides a pictorial representation of the rural water supply chain for three irrigators
with different infrastructure service needs.

38 Section 7(4) of the Act: ‘If water service infrastructure is operated for the purposes of delivering water for the
primary purpose of being used for irrigation: (a) each infrastructure operator for the water service infrastructure
is an irrigation infrastructure operator; and (b) the water service infrastructure is the irrigation network of each of
those irrigation infrastructure operators.’
39 Australian Bureau of Statistics, Water use on Australian Farms, Cat. No. 4618.0, http://www.abs.gov.au/
AUSSTATS/abs@.nsf/allprimarymainfeatures/A5A4DA2DF9F997A0CA2571AD007DDFD4?opendocument,
accessed April 2017.
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Other water users include:
•

rural stock and/or domestic users

•

environmental water holders

•

commercial plantations (e.g. forestry)

•

manufacturing and processing operations

•

mining operations

•

town/urban water suppliers.40

Just like irrigators, these other water users require infrastructure services for the storage and
delivery of water relating to the water access rights that they hold and will typically incur the
same types of charges as irrigators where they use the same infrastructure services.

40 Charges in respect of urban water supply activities beyond the point at which water has been removed from a
Basin water resource are not covered by the water charge rules. However, regulated water charges incurred by
an urban water supplier (and imposed by another infrastructure operator) may nevertheless be subject to the
water charge rules.
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These types of delivery arrangements are
common in NSW and South Australia.

The IIO pays on-river infrastructure charges
to the infrastructure operator for the on-river
storage and delivery of that water, and water
planning and management charges to Basin
State departments or through the on-river
infrastructure operator on the basis of its
water holdings and use. The IIO imposes
additional charges on the citrus irrigator to
recover these costs.

The IIO relies on an on-river infrastructure
operator to release available water into the
river from the dam upstream of the IIO’s
extraction point.

The citrus irrigator pays off-river infrastructure
charges to his IIO based on the volume of
water delivery right he holds and the amount
of water actually delivered to him.

The IIO is an off-river infrastructure operator,
and uses its infrastructure to divert water from
the river to supply its members, including the
citrus irrigator (an off-river infrastructure
service). The citrus irrigator has a right to have
water delivered to his farm by the IIO—this is
his water delivery right.

The citrus irrigator is a member and
shareholder of an irrigation infrastructure
operator (IIO). The IIO holds a water access
entitlement on behalf of its members. The
citrus irrigator has a right to a share of this
water—this is his irrigation right.

Model 2—a citrus irrigator located off-river

Figure 2.2: Rural water users

These types of delivery arrangements are common in Victoria
and parts of Queensland.

The dairy irrigator pays separate on-river infrastructure
charges for the storage and delivery of water on-river
(according to the volume of water access entitlement held and
water allocation used), and off-river infrastructure charges
for the delivery of water off-river (according to the volume of
water delivery right held and water allocation used).

The dairy irrigator holds a water access entitlement much like a
private diverter, and does not therefore hold an irrigation right.
However, unlike a private diverter, the dairy irrigator’s farm is
located within an off-river network and he therefore has a water
delivery right against his off-river infrastructure operator to
delivery services from the river to the dairy farm. The off-river
infrastructure operator also provides on-river infrastructure
services (the delivery of water from dam(s) and other sources
along the river to the beginning of the off-river network).

Model 3—a dairy irrigator located off-river

These types of delivery arrangements are common throughout
the MDB.

She also pays water planning and management charges for
each megalitre of water access entitlement held and water
allocation used (either directly to Basin State departments, or
through her on-river infrastructure operator).

The rice irrigator pays on-river infrastructure charges to
the infrastructure operator, for the storage and delivery of
that water.

The rice irrigator extracts water directly from the river and relies
on an on-river infrastructure operator to release available
water into the river from the dam upstream of her extraction
point (an on-river infrastructure service).

The rice irrigator has a water access entitlement which
entitles her to a share of the water available from the resource.
Throughout the season, allocation announcements are made
which determine how much water allocation the rice irrigator
is able to use or trade. The rice irrigator extracts water directly
from the river using her own equipment, and for this reason is
considered a private diverter.

Model 1—a rice irrigator located on-river

ACCC Water Monitoring Report 2015–16
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2.2

Tradeable water rights

In Basin States, ownership of water is vested in the states/territories. However, water users can
own various different types of water rights, which enable them to access a share of available
water resources and/or water service infrastructure.
To allocate water among competing uses (e.g. environmental, agricultural, domestic, industrial,
etc.) and individual users, Basin States have developed ‘water resource plans’ for each
catchment in the MDB. Together with the state water management laws that establish the legal
framework, these water resource plans provide for the management of rights to take and use
water, taking into account current and future forecast water availability and aspects of specific
rights such as priority.
However, not all the available water in the MDB is allocated to consumptive water users
under the property rights system. Water resource plans set aside water for environmental
purposes41, for ‘critical human water needs’ and for other water uses. Water set aside in plans for
environmental purposes is generally referred to as ‘planned environmental water’, and in contrast
to many other water rights is not a true ‘property right’ that is individually owned or tradeable.
Beyond simply allowing its holder to take or use water, ‘water rights’ encompass a range of
different components or types of rights. For example, water rights might enable the right holder
to do one or more of the following:
•

receive a particular share of available water (e.g. a percentage of inflows into a storage or a
share of the total ‘pool’ of a water resource)

•

take or use a particular volume of water (including through specified works)

•

use water for a specific purpose

•

use water on land (e.g. for irrigation)

•

have water stored (e.g. carryover)

•

have a specific volume of water delivered through a natural watercourse (e.g. a river)

•

have a specific volume of water delivered through man-made infrastructure (e.g. an
irrigation network)

•

access water drainage services

•

harvest rainfall (e.g. in an on-farm dam)

•

divert or otherwise modify a natural watercourse

•

discharge water into an aquifer for later extraction.

Historically, most water users in the rural MDB held a single water right that combined several
rights or characteristics from the above list—in particular, the rights to receive a share of
available water, to take or use a specific volume of water each year, to have that water delivered
and to use water on specific land (e.g. a farm) were all ‘bundled’ together into a single water
right.42 Further, that bundled water right could generally only be bought and sold through an
accompanying sale of land. This meant that water use was largely tied to land, which made it
difficult for water users to adjust their water needs, for example by trading water with other
users or changing the location of where water could be extracted and used.

41 Note that ‘planned environmental water’ is generally used to meet basic environmental standards such as
minimum flow requirements, and may not be used for other purposes. Beyond this, most types of water access
rights may be used for environmental purposes. Where water access rights, water delivery rights or irrigation
rights are held for the purposes of achieving environmental outcomes, this is known under the Act as ‘held
environmental water’. Environmental Water Holders (such as the Commonwealth Environmental Water Holder)
generally achieve environmental outcomes using water available via the tradeable water rights system.
42 Note this is a general example; specific rights embodied in historical water rights have varied across states and
over time.
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•

Water access rights—a right to take/hold water from a water resource

•

Water delivery rights—a right to have water delivered by an infrastructure operator

•

Irrigation rights—a right that a person holds against an IIO to receive water (which is not a
water access right or a water delivery right).

Full unbundling, which would entail each individual right being separately specified, has not
occurred and is not necessarily desirable. For example, rights to carryover and rights to on‑river
delivery of water generally remain part of water access entitlements (although in certain systems
storage rights have been separated from a right to a share of available water in what are known
as ‘capacity sharing’ schemes). Decisions about the appropriate level of further unbundling
are complex, as the costs and benefits of further unbundling will differ according to specific
circumstances across regions and across time; however, benefits may accrue to water users from
further unbundling and should be considered where appropriate opportunities arise.
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Building on earlier National Competition Policy reforms in the 1990s, under the National Water
Initiative (NWI), Basin States (and other parties) committed to ‘unbundling’ historical water
rights to allow them to be specified and traded separately from land, under a framework that
principally recognised water access entitlements and water allocations. The Act facilitated
further unbundling of water rights, with the acknowledgment of additional categories of right in
the form of:

Water markets in the MDB enable water access rights (including water access entitlements),
water delivery rights and irrigation rights—collectively referred to as tradeable water rights
(TWRs)—to be traded between different water users and different locations. However, water
markets across the MDB have differing levels of maturity. Some markets are well‑established and
have high trade volumes (for example, water allocation) and other markets are relatively new
(for example, water delivery right).
For many stakeholders there remains a lack of clarity about:
•

the nature of tradeable water rights and key differences between classes of right

•

options available to manage different rights (for example trade, termination and
transformation), and

•

the type of charges payable for each right.43

The ACCC considers that improving stakeholders’ understanding in these areas is an important
step in encouraging efficient use of water resources and water infrastructure, and in facilitating
the operation of water markets to the benefit of water users. The following sections provide an
explanation of the different types of tradeable water rights, options for managing them, and a
discussion of water charging arrangements in the MDB.

2.2.1

Water access rights

There are two main types of water access rights:
•

water access entitlement (WAE)—a perpetual or ongoing entitlement to exclusive access to
a share of a water resource

•

water allocation—a specific volume of water allocated to a WAE in a given water
accounting period.

Other kinds of water access rights include stock and domestic rights and riparian rights.

Trading water access rights
WAE and water allocation are generally tradeable, which means that both the ownership and/
or the location (of extraction) can be changed. Trade of other water access rights such as stock
and domestic rights may be restricted. Trading a WAE is sometimes referred to as a ‘permanent
43 This was a common theme during the ACCC’s public forums held as part of the review of the water charge rules,
as well as in direct stakeholder contact with the ACCC.
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trade’ as it results in a permanent change of ownership and/or location. It is also possible to
lease a WAE to another person for a specified term. Trading water allocation is sometimes
referred to as a ‘temporary trade’.
When water access rights are traded, the Basin Plan water trading rules (BPWTR) and other
relevant Basin State water trading rules apply. Among other requirements, the BPWTR require
the seller to notify the approval authority or registration authority in writing of the price agreed
for the trade. These trade prices are not regulated water charges but instead represent the value
of the water access right that is being traded.
Charges levied on water access rights are discussed in section 2.3.

2.2.2

Irrigation rights

An irrigation right is a right a person holds against an IIO to receive water, which is not a water
access right (such as a WAE) or a water delivery right. Irrigation rights are generally contractual
rights. In these cases, the IIO holds the WAE rather than the irrigator which means that, in most
cases, the IIO’s approval is required to change aspects of an irrigation right (e.g. to trade or
otherwise change the volume of water a person may receive under their irrigation right).

Trading irrigation rights
Irrigation rights are only tradeable within an IIO’s network. Generally, subject to an approval
process, IIOs allow irrigation rights to be traded internally permanently or temporarily, both
to other customers of the IIO and/or for use at other locations within the IIO’s network
(see section 6.3.2 and case study 1 in Chapter 7 for further discussion of ‘temporary’ trade).
The BPWTR require IIOs to make their rules for trading irrigation rights (as well as other TWRs)
available to irrigators and other customers.
In order to permanently trade an entitlement to water under an irrigation right for use outside
the IIO’s network, the irrigation right must be ‘transformed’ into a water access entitlement
(see box 2.3). IIO and Basin State trade approval fees apply to transformation and trade
(see sections 6.1.2 and 6.4).
Temporarily trading an allocation of water to an irrigation right for use outside the IIO’s network
(that is, for an irrigation right holder to ‘sell’ water allocation to a buyer outside the network)
requires a two-part process:
(i) First, the irrigation right holder must request the IIO undertake the external trade on their
behalf.
(ii) Second, the IIO trades water allocation from its account to the buyer’s account, then adjusts
the amount of water in the irrigation right holder’s allocation account to reflect the trade.
Figure 2.3 depicts this process.
Trade approval fees for the water allocation trade between the IIO and the buyer are payable to
Basin State trade approval authorities. Also, the IIO may also charge its own trade administration
fee, payable by the seller.
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Figure 2.3: Trade of irrigation right to an external buyer

* Trade application fees payable to the state approval authority may also be paid directly by the seller
(IR holder), but in general this payment is more likely to go through the IIO.

Temporary trade to an irrigation right holder from outside the IIO’s network follows the two‑part
process in reverse, where the seller (who holds water allocation and is located outside of the IIO’s
network) undertakes a water allocation trade to the IIO who, in turn, increases the amount of
water available in the buyer’s allocation account with the operator.

Transforming irrigation rights into water access entitlements
As shown above, temporary trade involving irrigation rights is more complex than trade of water
allocations and requires the involvement and approval of the IIO. Permanent trade of irrigation
rights can only occur inside an IIO’s irrigation network.
As an alternative, irrigators who hold irrigation rights can undertake a one-off ‘transformation’
to convert their irrigation right into a WAE held in their own name in order to sell or lease some
or all of their WAE or water allocation to water users outside the IIO’s network without seeking
the IIO’s approval. An irrigator can transform their irrigation right directly into a WAE held in the
name of another person (with whom they have agreed to trade). The irrigator can use the WAE
as a form of security when obtaining finance and gains greater control over carryover decisions.
Transformation is regulated by the Water Market Rules 2009 (WMR) and discussed further in
Chapter 6. Box 2.3 sets out a simplified example of the process of transformation.
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Box 2.3: Transformation
An IIO holds 3000 ML of WAE and its customers hold an entitlement to this water in the
form of irrigation rights against the IIO. Irrigators A and B each hold 100 ML of irrigation
right, while other customers hold a combined total of 2800 ML of irrigation right.
Irrigator A wishes to transform all of their irrigation right volume without selling their water.
Figure 2.4 shows that irrigator A transforms all of their irrigation right and is issued with a
100 ML WAE.
Irrigator B wishes to transform all of their irrigation right and immediately sell it to another
person. Figure 2.4 shows that irrigator B transforms all of their irrigation right and the
purchaser is issued with 100 ML of WAE. The WAE held by the IIO has been reduced by
100 ML from each respective transformation, leaving the IIO with 2800 ML of WAE. The
volume of irrigation right held against the IIO has also been reduced from 3000 ML to
2800 ML.
Figure 2.4: Transformation process

IIO has 3000 ML of water access entitlement

Irrigator A has 100 ML of
irrigation right

Irrigator B has 100 ML of
irrigation right

Irrigator A transforms
100 ML of irrigation
right

Irrigator B transforms
100 ML of irrigation
right and immediately
sells the water access
entitlement

Irrigator A has 100 ML of
water access entitlement

Purchaser is issued with
100 ML of water access
entitlement

Other irrigators hold
2800 ML of irrigation
right

IIO retains 2800 ML of
water access entitlement

Transformation results in costs and benefits for an irrigation right holder. As identified above,
transformation can give an irrigator more control and flexibility over their water rights, especially
in relation to external trade.
The WCIR require operators not to levy a different charge for an infrastructure service for a
customer who holds irrigation right compared to a customer who does not (e.g. because they
have transformed their irrigation right into a WAE), unless the difference in charges reflects the
underlying differences in costs of providing the service.44 This rule helps ensure that customers
who have transformed are not treated unfairly and that the IIO charging arrangements do not
deter transformation. However, this does not necessarily mean that WAE and IR holders will
always face the same conditions.

44 WCIR, Rule 10.
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Further, if water allocation is traded onto the operator’s WAE for delivery within the network, it
may also need to be traded back to the WAE holder’s own account in order to be carried over.
Since the volume of the operator’s own WAE is reduced during the transformation process, the
operator may not be able to provide carryover for customers who hold their own WAEs without
creating third party impacts for irrigation right holders. These costs and benefits need to be
weighed by each individual when considering transformation.

2.2.3

Water delivery rights

A water delivery right (WDR) is a right to have water delivered by an infrastructure operator.45
Conceptually, WDR can be specified in relation to the delivery of water on‑river (i.e. delivery
through rivers and other natural watercourses) or off‑river (i.e. delivery through an off‑river IO’s
network of pipes and channels). In practice, only the latter type of delivery has been separately
specified. The right to on‑river water delivery generally remains implied into or ‘bundled’ with
WAE. Where unbundling has occurred, WDR can be held and traded separately to irrigation
rights and WAR.
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Transformation will entail both one-off and ongoing transaction costs for the holder of a WAE,
such as time taken to manage their own WAE rather than the operator managing the entitlement
on their behalf. Also, operators generally require WAE holders to trade water allocation onto
the operator’s account or licence in order for that volume of water to be delivered inside the
operator’s network. This action will incur trade approval fees (see section 6.4.2).

More specifically, a WDR can be viewed as entitling the holder to a specified share of a network’s
delivery capacity (or a share of capacity within a specific part of a network). This is normally
denominated as a right to have a particular volume of water delivered in a season or year.
However, some operators (such as GMW and LMW) specify shorter periods.
As such, infrastructure operators generally use WDR as a way of determining who has the
responsibility to pay for the operation and upkeep of the network. For example, all off‑river
IOs that the ACCC monitors levy fixed charges per ML (or other unit) of WDR held by each
customer. This type of charging means that, all else being equal, a person with a greater volume
of WDR contributes more to ongoing network maintenance compared to a person with a lower
volume of WDR.

Box 2.4: ‘water delivery right’ versus ‘right of access’
WDR provide a right of access to an operator’s water service infrastructure (or the services
provided in relation to that right) as it relates to the delivery of water. However, a person’s
right of access may in fact entail more than just the delivery of water. For example, a person
may also be entitled to drainage or storage services. The WCTFR refer to the more general
‘right of access’ to acknowledge these additional aspects of customers’ rights and to ensure
that the water charge rules also cover where customers terminate an aspect of their right of
access other than a right to have water delivered, such as a right to drainage. Generally in
this report, we refer to WDR rather than to ‘right of access’, to avoid confusion.

Termination of water delivery rights
An irrigator may no longer require water to be delivered to their property (or not in such
quantity), for example, where they sell their WAE and convert to dryland farming. As such, they
may wish to reduce access to the operator’s infrastructure and their liability to pay infrastructure
charges to the operator. In these circumstances, the customer generally has two options:
•

terminate their WDR and pay a termination fee to the operator if applicable, or

•

sell (trade) their WDR to another customer located in the area serviced by their
infrastructure operator.

45 Section 4 of the Act.
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Ending the ongoing obligation to pay associated infrastructure charges has a negative impact on
remaining customers because the fixed costs of maintaining the network are spread over fewer
customers. To mitigate this, operators are able to charge a ‘termination fee’ when a customer
decreases or terminates their ‘right of access’ (see box 2.4). The WCTFR regulate how and when
an operator46 may impose termination fees.

Trade of water delivery rights
The ability for an irrigator to trade WDR to another irrigator within the operator’s network (or to
a new entrant) provides a much less costly alternative to termination. Operators such as MIL and
CICL are leading the development of such markets in the southern MDB; however markets for
WDR are in general still developing (see section 6.3.3).
A person who acquires WDR faces both costs and benefits. On the one hand, acquisition of a
WDR provides the ‘buyer’ with access to the operator’s network and places an obligation on
the operator to provide certain services to the right holder. On the other hand, the acquisition
of the WDR generally means that the ‘buyer’ is (at a minimum) taking on the obligation to pay
ongoing fixed charges as well as the obligation to pay a termination fee at some future time if
they terminate their WDR.
The price for trade of WDR will be negotiated between the ‘buyer’ and ‘seller’. When the buyer
values holding the right more than the associated costs, the buyer will offer a positive price for
WDR trade. This scenario is likely to occur in circumstances where the network (or the relevant
part of the network) is being operated at or near full capacity.
In many areas where off‑river networks are not constrained, water delivery rights do not have
a positive value due to the associated obligation to pay fixed infrastructure charges and the
potential termination fee liability. Even though the same ‘cost’ existed prior to unbundling, it was
disguised by the much larger net benefit of the right to water with which it was bundled.
Where the costs of holding WDR exceed the benefits, a ‘negative price’ may emerge in WDR
markets. This means that, in effect, the ‘seller’ (current holder of the right) pays the ‘buyer’ to
take on the right (and the ongoing obligation to pay infrastructure charges) in order to avoid
paying the termination fee. Under this scenario, ‘sellers’ in WDR markets should be willing to
pay up to the value of the termination fee for another person to take on their WDR. Likewise,
persons looking to acquire WDR will do so via trade so long as the benefits equal or exceed
the costs.
The existence of willing buyers and sellers is not necessarily sufficient to ensure that robust WDR
markets emerge, because operators have an incentive to discourage WDR trades in order to
benefit from termination fee payments by terminating customers and from the issue of ‘new’
WDR to those wishing to acquire these rights. Actions by operators to unreasonably restrict, or
prevent, trade of WDR are likely to cause detriment to the operator’s customers. Since 1 July
2014, the BPWTR have prohibited IIOs47 placing unreasonable restrictions on the trade of WDR.
The Murray-Darling Basin Authority (MDBA) enforces the BPWTR.
Operators should be encouraged to facilitate trade of WDR and give information to customers
(and prospective customers) about trading opportunities, as this provides an alternative to
termination fees and can facilitate more efficient use of water service infrastructure generally.
Robust WDR markets facilitate flexibility in both the management of water service infrastructure
and the ability of irrigators to deal flexibly with their tradeable water rights, and are strongly
endorsed by the ACCC.

46 The WCTFR are currently limited to those water delivery rights held against infrastructure operators that meet
the definition of ‘irrigation infrastructure operator’.
47 The Basin Plan water trading rules are limited to those water delivery rights held against infrastructure operators
that meet the definition of ‘irrigation infrastructure operator’.
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Characteristics of tradeable water rights

Where unbundling has occurred, the costs and benefits of the different components of historical
water rights have been separated. Table 2.1 provides an overview of the characteristics, benefits
and costs associated with each main type of tradeable water right.
Table 2.1:

Tradeable water rights—characteristics and Basin State terminology

Benefits of holding the right

Water access
entitlement
(WAE)

Water allocation
(WA)

Irrigation right
(IR)

Water delivery
right
(WDR)

Holder is entitled
to take/hold a
share of the water
resources to which
the WAE relates

Holder is entitled to
use49, hold or trade
a specific volume
of allocated water

Holder is entitled to
receive water from
an IIO under the
terms specified in
the IR

Holder is entitled to
access the operator’s
network and receive
infrastructure
services under the
terms specified in
the WDR

Access to carryover
(may differ
according to type
of WAE held)

Holder can
generally trade
IR within an IIO’s
irrigation network

Access to on‑river
infrastructure
services (e.g.
storage of water in
dams or on‑river,
delivery of water
on‑river)48
‘Costs’ of holding the right—
regulated water charges
applying to the right (see
section 2.3 for more detail)

WPM charges
levied on the basis
of WAE

WPM charges
levied on the basis
of WA

Fixed on‑river
infrastructure
charges

Variable on‑river
infrastructure
charges
Variable off‑river
infrastructure
charges (if water
used inside
an operator’s
network)

Variable off‑river
(IIO) infrastructure
charges relating to
water use
Fixed and variable
WPM/on‑river
infrastructure
charges (passed
through by an IIO)
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2.2.4

Can have water
delivered up to the
volume of the WDR50

Fixed infrastructure
charges for
the ongoing
maintenance of the
irrigation network
Liability to pay
termination fees

Where can this right be
traded?

Within and
between trading
zones51,52

Within and
between regulated
trading zones

Within an IIO’s
irrigation network53

Within an IO’s
network54

Who is required to approve
a trade?

Basin State
approval authority

Basin State
approval authority

IIO

IO

Statutory right?







55

Can be transformed?









Can be terminated?









NSW terminology

Water access
licence

Water allocation

Varies by operator.
Often ‘water
entitlement’

Varies by operator.
Often ‘delivery
entitlement’

VIC terminology

Water share

Water allocation

n/a56

Water delivery share
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Water access
entitlement
(WAE)

Water allocation
(WA)

Irrigation right
(IR)

Water delivery
right
(WDR)

SA terminology

Water access
entitlement

Water allocation

Varies by operator:
often ‘water
entitlement’

Varies by operator:
often ‘delivery
entitlement’

Qld terminology

Water allocation

Seasonal water
assignment

n/a56

Water supply
contract

2.3

Water charging arrangements

The water charge rules administered by the ACCC apply to regulated water charges imposed
across the MDB including:
•

water planning and management charges (WPM charges)

•

on‑river infrastructure charges

•

off‑river infrastructure charges

•

termination fees.

Within the broad categories outlined above, there are different types of charges. Charges can be
characterised as either volumetric (fixed or variable) or non-volumetric, depending on how they
are levied.
A volumetric charge is imposed according to the volume of water right held or physical amount
of water taken. In turn it can be a:
•

fixed volumetric charge: a charge based on the total volume of a water right held.

•

variable volumetric charge: a charge based on the volume of the right that is utilised in a
particular manner.

For example, an infrastructure operator may levy a fixed volumetric charge based on the
customer’s WAE, irrigation right or WDR holdings and a variable volumetric charge based on the
volume of water delivered to the customer under their water allocation or irrigation right.

48 Although IRs can exist in Vic/Qld, irrigators typically hold a statutory water access entitlement directly, rather
than an IR.
49 Since generally water delivery rights are not specified in relation to on‑river infrastructure services, on‑river
delivery rights are considered to be ‘implied into’ water access entitlements. Also note that in some jurisdictions
(notably in some Queensland systems) storage rights have been unbundled from water access entitlements and
are called ‘capacity shares’.
50 A person may also be required to hold a particular location-related right such as a water use licence or works
approval in order to use a water allocation on land or to extract water under a water allocation via particular
works.
51 Delivery of a volume greater than the volume of WDR is often possible, subject to network capacity and the
payment of (typically higher) casual user charges.
52 Certain types of water access entitlement, such as stock and domestic rights or WAE granted for other special
purposes, may not be tradeable under state water management law.
53 In relation to trading a WAE or WA into an off‑river operator’s network, the operator’s consent is generally
required in order to nominate their works as the extraction point for a WAE or WA.
54 If a person wishes to trade an entitlement to water under an IR for use outside an IIO’s network, the IR must first
be transformed into a WAE. A ‘temporary’ trade of water allocation under an IR can be made outside of an IIO’s
irrigation network with the IIO’s consent.
55 Some IIOs currently do not allow trade of WDR altogether, but the water trading rules require no unreasonable
restriction on the trade of WDR where trade is provided for.
56 WDRs in Victoria are ‘statutorily recognised’.
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•

per account (regardless of the volume of water right they hold)

•

per outlet or meter

•

based on the size of their landholdings

•

on a per transaction basis (for example, a trade application fee which is unrelated to the
amount of water being traded)

•

as a flat charge on all customers with a particular characteristic.

Non-volumetric charges cannot, by definition, be levied with reference to the volume of a right
utilised in a particular manner. As such, non-volumetric charges are often classified together with
fixed volumetric charges (for example, in the hypothetical bills set out in chapter 5).
Different charges and the effect of different charging arrangements are discussed in more detail
in chapters 4 and 5.

2.3.1
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A non-volumetric charge is one that does not reference a volume of a water right. For example,
a customer may incur a non-volumetric charge which is levied:

Water planning and management charges

WPM charges are used by Basin State ministers, water departments and water authorities to
recover the costs of WPM activities undertaken to manage the use of water resources (and
associate impacts).
Volumetric WPM charges are usually levied on the basis of WAE held or water allocation used.
Non-volumetric WPM charges include:
•

broad based levies which apply directly or indirectly to water users in order to fund a specific
set of WPM activities, and

•

transaction charges, such as application fees for the trade, transfer or variation of water
access rights or the lodgment/registration of a transaction with a water registry.

Where WPM charges are imposed on an IO, the charges (or the costs incurred by the IO
associated with these charges) are typically passed on to their customers.
WPM charges are regulated by the Water Charge (Planning and Management Information) Rules
2010 (WCPMIR). Analysis of WPM charges levied in 2015−16 is set out in chapters 3 and 5.

2.3.2

Infrastructure charges

Infrastructure charges are those that infrastructure operators impose for access to their water
service infrastructure and services provided in relation to that access (collectively referred
to as ‘infrastructure services’). Infrastructure charges are regulated by the Water Charge
(Infrastructure) Rules 2010 (WCIR).

Infrastructure charges for on‑river infrastructure services
Infrastructure operators that provide on‑river infrastructure services impose ‘on‑river
infrastructure charges’ to recover the costs of:
•

water harvesting and storage

•

water transportation and delivery.

Infrastructure charges for on‑river infrastructure services generally take the form of:
•

fixed volumetric infrastructure charges levied on the volume of WAE held by the customer

•

variable volumetric infrastructure charges levied according to the amount of water allocation
delivered to a customer’s extraction point

•

non-volumetric charges levied per account or per meter/outlet.
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Infrastructure operators rely overwhelmingly on volumetric charges to obtain their required
revenue. However, the amount of revenues recovered via fixed volumetric charges relative to
revenues from variable volumetric charges differs considerably between operators across the
MDB. In some cases, infrastructure operators may also collect infrastructure charges or WPM
charges on behalf of other entities.
On‑river infrastructure charges levied in 2015−16 are discussed in chapter 4.

Infrastructure charges for off‑river infrastructure services
Infrastructure operators that provide off‑river infrastructure services impose ‘off‑river
infrastructure charges’ to recover the costs associated with the delivery of water from a natural
watercourse through channels/pipes to a customer. These costs are associated with:
•

the day-to-day operation of their infrastructure

•

maintaining and renewing their infrastructure

•

meeting overheads.

Off‑river infrastructure charges generally take the form of:
•

fixed volumetric charges levied on the volume of WDR held by the customer

•

variable volumetric charges levied on the volume of water delivered to the customer (under
a water access right or irrigation right) up to the volume of WDR held (with higher charges
typically applying to volumes delivered over this amount),

•

non-volumetric charges levied per account, per meter/outlet or with reference
to landholdings.

Operators providing off‑river infrastructure services generally rely on volumetric charges to
obtain their required revenue, although the contribution to revenues from non-volumetric
charges such as account or service fees has changed over time for some operators
(see section 6.2.5). Relative reliance on fixed and variable volumetric charges may differ
considerably between operators across the MDB and over time.
Infrastructure operators that only provide off‑river infrastructure services may levy other charges
on their customers to pass through or recover the cost of on‑river infrastructure charges or WPM
charges that they have incurred on behalf of their customers.
Off‑river infrastructure charges levied in 2015−16 are discussed in chapter 5.

Infrastructure charges versus the price of water
Through the mechanism of volumetric charges, infrastructure operators often use a customer’s
volume of a WDR held or water used as a proxy for the consumption of infrastructure services
and therefore their liability for infrastructure charges.57 However, infrastructure charges imposed
by infrastructure operators are not charges for the physical water or the water access rights.
Unlike urban water tariffs, which can relate to both costs of providing the urban water system
and the value of the water itself, infrastructure charges are charges for infrastructure services
only (except in some limited cases, see box 2.5).
One key reason why charges in the rural MDB generally do not include a ‘resource rent’ or
‘scarcity value’ for the water itself is that water scarcity is managed at a high level via aggregate
volumetric restrictions on consumptive water use, such as the Sustainable Diversion Limits in the
Basin Plan.

57 WPM charges may also be applied on a similar basis.
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Box 2.5: Water charges for ‘bundled’ water rights
In some limited cases, a customer may not hold their own water access right or irrigation
right, but may instead have a contract with an operator to supply to them ‘on demand’
with both the water itself and the infrastructure services necessary for the storage, delivery
and/or drainage of the water. This primarily occurs in relation to stock and/or domestic
customers and urban customers. Often in these cases the charges levied on these
customers do not distinguish between charges for the water itself and the charges for the
infrastructure operator’s services. In effect, the operator has ‘bundled’ the provision of water
with the infrastructure services.
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The ability for allocated58 water to move to its highest-valued or most productive use via water
markets gives water users an incentive to use water efficiently. If the net benefit from using
water for a specific use is less than the market price, a person would be better off selling the
water rather than using it. By providing this opportunity to maximise the value of water, wellfunctioning water markets promote the efficient use of water resources. Use of markets in this
way has the benefit that the market itself establishes the price or ‘value’ of water. However,
there are challenges to ensure that markets function well, including educating water users about
the opportunities to trade, deciding where and when water access rights may be traded, and
ensuring the transaction costs of participating in the market are as low as possible.

Although these bundled charging arrangements may be simpler, there is a lack of
transparency about what proportion of these charges represents the cost of infrastructure
services versus the cost of the water supplied. The ACCC considers that this charging
arrangement makes it difficult for customers to evaluate whether this arrangement is
preferable to alternatives, such as users acquiring their own water access right or irrigation
right, and separately paying the operator for infrastructure services.

2.3.3

The availability of information on water charges

Information about water charges is primarily provided by infrastructure operators and Basin
State via ‘schedules of charges’ or other information required to be published under the
Commonwealth water rules. All infrastructure operators are required to provide their schedule
of charges to their customers (see section 1.2.1). The ACCC has included copies of the 2015−16
schedules of charges for the infrastructure operators it monitors in the Monitoring approach and
assumptions document, available on the ACCC’s website.59
The level of information provided in schedules of charges can vary considerably across
operators, depending on the size of operations, the range of services provided and the
complexity of charging arrangements. For example, GMW, the second largest operator in the
MBD, has a very complex schedule of charges with many different types of charges across many
different charging districts/areas.60 Its schedule of charges covers both its on‑river IO customers
and its off‑river IO customers. In contrast, Buddah Lake, a relatively small infrastructure operator,
only lists a single variable charge (‘water charge’) and a single fixed charge (‘operation and
maintenance fee’) on its schedule of charges.61
Differences in the complexity of the services provided is a key reason why the level of
information provision differs. However, in some cases operators’ schedules of charges lack
transparency about elements of charges that may be important to customers, for example:

58 The term ‘allocated water’ as used here can be considered both as the volume of WAE on issue, or the particular
volume of water allocated during a given water year.
59 See 2015−16 Water Monitoring Report—monitoring approach and assumptions, available at https://www.accc.
gov.au/regulated-infrastructure/water/water-monitoring-reporting, accessed April 2017.
60 See 2015−16 Water Monitoring Report—monitoring approach and assumptions, section 3.2.4.
61 See 2015−16 Water Monitoring Report—monitoring approach and assumptions, section 3.2.16.
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•

The extent to which the schedule of charges distinguishes between the operator’s own
charges to recover costs of managing and operating its infrastructure versus charges levied
to ‘pass through’ costs of on‑river infrastructure charges or WPM charges that operators
incur on behalf of customers.

•

The relationship between charges and particular tradeable water rights. For example, some
schedules of charges clearly specify that a certain fixed charge is levied ‘per ML of WDR’,
whereas others only specify ‘per ML’. In the latter case, a customer may not have certainty
about how the charge is levied or which tradeable water right the charge relates to.62

•

Where an operator provides multiple services with different associated charges, the nature
of the services (including who is eligible for the services and the circumstances in which a
charge will be imposed) may not be clear.

•

Transaction-based charges such as charges for trade of tradeable water rights,
transformation, and the basis for calculating termination fees (or the TNAC) may not
always be clearly listed on the operator’s schedule of charges. In some cases, information
on these types of charges may not be required to be included on the operator’s schedule
of charges and may be provided in a separate document (such as with fees applying to
trade of tradeable water rights), but this may not be clear to customers. In other cases,
information about the amount of a particular charge may depend on a customer’s individual
circumstances and may not be available unless and until a customer takes a particular action.
This may be the case in relation to termination fees.

•

The schedule may not clearly specify the dates from when and for which the charges apply.

In its 2016 advice to the Minister on the review of the water charge rules, the ACCC
recommended changes to improve pricing transparency by more clearly specifying the
requirements for information to be included on schedules of charges.63
See chapter 7 for more information on the ACCC’s approach to compliance with the rules.

2.4

Interaction between user types, tradeable water
rights and charges

The types of charges any individual water user will pay will depend in large part on the type of
water right they hold and how they use water. Key factors include:
•

whether the user is located within an off‑river IO’s network, or is a ‘private diverter’ who
extracts water directly from a river

•

what type of WPM activities are undertaken in the Basin State in which the user is located
and how the Basin State recovers WPM activity costs

•

what types of tradeable water right the water user holds (e.g. WAE, IR, WDR)

•

whether the user is located within a regulated system or an unregulated system.

Rivers can be regulated (flows are controlled via operation of dams and weirs) or unregulated
(flow is not controlled directly by the river operator via man-made structures). It is possible for
a river to be regulated in some parts or reaches but not others. WAE are specified with respect
to a particular regulated or unregulated river system (e.g. a Goulburn Water Share (a Victorian
WAE) is an entitlement to a share of the water resources of the Goulburn regulated system).
Figure 2.5 describes some common types of water users and arrangements in the MDB.

62 If a customer holds the same volume of WDR as their IR then the lack of clarity in the schedule of charges may
have little impact. However, to the extent that a customer’s holdings of WDR/IR differ (or the customer is
contemplating undertaking a trade, termination or transformation that would result in such a difference), the lack
of clarity in the schedule of charges can provide an incomplete and potentially misleading impression.
63 See sections 5.4.1 to 5.4.3 (rule advices 5-E to 5-K), 5.13 (rule advices 5-Y, 5-Z), 6.2.1 (rule advice 6-D) and 7.3
(rule advice 7-B).
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Figure 2.5: Schematic with examples of customer types
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In figure 2.5, there are two river valleys (dark blue and light blue). Both river valleys are regulated
river systems in some parts, but not others (regulated stretches depicted with thick lines;
unregulated with thin lines). The light blue river valley is regulated for a stretch of the river
below the dam (storage A), but reverts to an unregulated system before meeting with the dark
blue system. This is because water levels cannot reliably be controlled beyond this point due to
transmission losses/hydrological reasons.

3

1
5

2

Storage A

Irrigation
network

6

Table 2.2 below summarises the types of tradeable water right held by these customers and
the infrastructure charges that they typically incur. Charges that are passed on by off‑river
infrastructure operators are shown in italics (for customers 4 and 5).
WPM charges will also be incurred (directly and/or indirectly) by nearly all water users—these are
not shown in table 2.2 but are considered further in chapter 3. On‑river charges are discussed in
detail in chapter 4 and off‑river infrastructure charges in chapter 5.
One type of customer not shown in figure 2.5 is an environmental water holder (EWH). An EWH
may hold the same type of rights and be subject to the same charges as other water users for
those rights. EWHs are generally less likely to have water delivered through an off‑river irrigation
network (and are therefore similar to private diverters); however, EWHs are increasingly
negotiating innovative arrangements for access to/use of off‑river irrigation networks to achieve
improved environmental outcomes (see section 6.4.3).
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Table 2.2:

Customer types and applicable water charges

Customer type

1
Private diverter

Types of rights held

Infrastructure charges typically payable

Right to water

Right to delivery of
water

On‑river charges paid
by customer

Off‑river charges
paid by customer

WAE—for the
regulated system in
the light blue valley

Implied in WAE

Fixed (per ML of WAE
held)

n/a

(not held separately, not
acknowledged explicitly Variable (per ML of
in legislation)
water allocation utilised)
Non-volumetric charges
(e.g. per account,
meter)

2
Private diverter

WAE—for the
unregulated tributary
in the light blue valley

n/a (as it is an
unregulated system)

n/a (as no infrastructure n/a
services are received)

3
Private diverter

WAE—for regulated
system in the dark
blue valley

Implied in WAE

Fixed (per ML of WAE
held)

n/a

(not held separately, not
acknowledged explicitly Variable (per ML of water
in legislation)
allocation utilised)
Non-volumetric charges
(e.g. per account, meter)

4
Irrigation
network
customer,
untransformed

The operator of the
orange irrigation
network holds a WAE
for the regulated
system in the dark
blue valley.
The customer holds
an IR against the
operator.

5
Irrigation
network
customer,
transformed

6
Urban water
supplier

WAE for regulated
system in the dark
blue valley

For delivery on river
to the off-take point—
implied in WAE held by
the operator

Fixed (paid by orange
Fixed (based on
network operator, passed volume of WDR held)
on to customer based on
Variable (based on
volume of IR held)
volume of water
For delivery from the
Variable (paid by orange delivered through
off-take point through
network operator; passed the orange irrigation
the network to the
on to customer based on network)
customer—WDR against volume of water utilised)
Non-volumetric
the orange network
charges (e.g. account
operator*
charges, metering
charges)
For delivery on river
to the off-take point—
implied in WAE held by
customer
For delivery through
the irrigation network
to the customer—WDR
against the red network
operator*

WAE for the regulated
system in the light
blue valley

Implied in WAE

Fixed (per ML of WAE
held)

Fixed (based on
volume of WDR held)

Variable (typically paid
by red network operator;
passed on to the
customer)

Variable (based on
volume of water
delivered through the
red irrigation network)

Non-volumetric charges
(e.g. per account)

Non-volumetric
charges (e.g. account
charges, metering
charges)

Fixed (per ML of WAE
held)

n/a

(not held separately, not
(urban water supplier
acknowledged explicitly Variable (per ML of water will, however, levy
in legislation)
allocation utilised)
charges on its own
customers—these
Non-volumetric charges
charges are not
(e.g. per account, meter)
regulated by the Act)

* Customers 4 and 5 may also have a separate right to drainage, however drainage services are usually bundled
with delivery. These customers are also liable to pay a termination fee if they terminate their right of access
(represented by their WDR) to their respective irrigation networks. See chapter 7.
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Overview of 2015−16 water year

This chapter provides a brief snapshot of seasonal conditions and broader water market
outcomes for the 2015−16 water year. This broader context identifies key elements of the
environment in which reporting entities operate, and in turn reporting entities’ own actions
impact this broader environment.

2.5.1

Seasonal conditions in 2015−16

Water availability varied considerably across the MDB in 2015−16, with some areas receiving very
much below average, and others receiving very much above average rainfall (see figure 2.6).
In the Victorian-South Australian regions of the MDB, rainfall for the 2015−16 water year as a
whole was below average to very much below average, although rainfall recovered somewhat
in the second half of the year. These dry conditions followed on from very dry conditions in
2014−15. Conditions were somewhat more favourable in the southern NSW MDB, with rainfall for
the 2015−16 year as a whole being generally above average. For the northern MDB, rainfall was
generally average in northern NSW and below average in Queensland.

ACCC Water Monitoring Report 2015–16

2.5

Figure 2.6: MDB rainfall deciles, 2015−16
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Source: Australian Bureau of Meteorology
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Chart 2.1:

MDB storage levels, 2002—2016
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Water storage levels in MDB storages at the start of the 2015−16 year totalled 42 per cent
of total capacity, which was 16 percentage points lower than for the opening of 2014−15
(chart 2.1). Water in storage increased to around 50 per cent of capacity during spring, but then
decreased to a low of 29 per cent in late April 2016. At the close of the 2015−16 year, volumes in
MDB storages totalled 8 754 GL, or 39 per cent of total capacity.64
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Source: ABARES Weekly Australian Climate, Water and Agricultural Update, 30 June 2016. Information on irrigation
water available in the Murray–Darling Basin from 1 January 2001 to 28 May 2015 is shown above. The top
horizontal (red dash) line indicates the storage level at the similar time last year. The bottom horizontal (blue
dash) line indicates the amount of ‘dead’ or unusable storage.

Owing to rainfall in the latter part of the year, water allocations at the end of 2015−16 for high
security/high reliability water access entitlement holders in the southern MDB were similar to
that in 2014−15. However, entitlement holders in the Victorian MDB experienced a more gradual
rise in allocations compared to the previous year.
End-of-season water allocations were generally considerably lower for general security
entitlement holders in NSW—for example, final allocation for Murrumbidgee GS and NSW Murray
GS users were 37 per cent and 23 per cent, respectively. This compares with final allocations of
53 per cent and 51 per cent, respectively, in 2014−15.65
Water allocations for regulated (‘supplemented’) users in the Queensland MDB were
100 per cent for high priority entitlement holders, and around 80 per cent for most medium
priority entitlement holders.66

2.5.2

Volume of water delivered by infrastructure operators

The lower water availability was reflected in lower volumes delivered by infrastructure operators.
Table 2.3 shows ‘bulk’ water deliveries by on‑river infrastructure operators, while table 2.4 shows
deliveries to network customers by off‑river IOs.
Overall, deliveries by on‑river IOs fell by 15 per cent compared to the previous year, while
deliveries by off‑river IOs fell by just over 20 per cent. This difference is accounted for by
increases in on‑river deliveries to environmental water holders and urban network operators.

64 ABARES, Weekly Australian Climate, Water and Agricultural Updates, 2 July 2015, 28 April 2016 and
30 June 2016. Available online: http://www.agriculture.gov.au/abares/publications/
display?url=http://143.188.17.20/anrdl/DAFFService/display.php?fid=pb_acwaur9aaci00311a2015.xml,
accessed January 2017.
65 Aither, Water Markets Report—2015−16 review and 2016−17 outlook. Available via Aither’s website, accessed
April 2017.
66 SunWater, Annual report 2015−16, p. 8. Available from SunWater’s website, accessed April 2017.
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Table 2.3:

On‑river IOs—Volume of water delivered (GL), 2014−15 and 2015−16
2014−15

2015−16

% change yearon-year

Private Diverters

1759

1740

–1%

IIOs

3839

2697

–30%

Environmental water holders

955

1102

15%

Urban water network operators

156

169

8%

6709

5707

–15%

All customers

Source: ACCC from data provided and published by on‑river IOs.

Table 2.4:

Off‑river IOs—Volume of water delivered (GL), 2014−15 and 2015−16
2014−15

2015−16

% change year-on-year

66

51

–23%

NSW

1915

1398

–27%

Vic

1550

1319

–15%

SA

138

146

5%

3669

2914

–21%

Qld

Total MDB

Source: ACCC from data provided and published by off‑river IOs.

2.5.3

Water allocation market outcomes

The relatively low water availability compared to recent years (particularly in the early part of the
year) was reflected in water allocation markets, with allocation prices being significantly higher
than in recent years for most of the year (see chart 2.2). Irrigators responded to higher allocation
prices by expressing concern about the influence of non-water users on prices particularly during
the period October 2015 to January 2016.
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Monthly allocation prices in the Southern MDB, July 2008 to June 2016
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Chart 2.2:

2015–16

Source: ABARES sMDB dataset.
Note:

Water allocation prices are for the Murray region.

While water availability was lower than in 2014−15, the volume of allocation traded in the MDB in
2015−16 was comparable to the previous year (see chart 2.3). This dynamic reflects competition
in water markets resulting in the movement of water towards higher-valued uses.
Chart 2.3:
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Source: ABARES, 2015−16 water dashboard (preliminary)67
Note:

Trade includes trades by environmental water holders

67 Available online: https://public.tableau.com/views/AWMRdashboard2015−16preliminary/AWMR_
story?:embed=y&:display_count=yes&:showVizHome=no, accessed January 2017.
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3.

Water planning and management

This chapter presents information provided by Basin State departments and water
authorities on the:
•

types of water planning and management (WPM) activities

•

types of WPM charges imposed

•

costs of WPM activities

•

estimated revenue raised from WPM charges.

The chapter also considers the degree of cost recovery in relation to WPM activity
costs.

Weir at Lake Wetherell
Photographer: Andrew Beer. Photograph provided courtesy of MDBA.
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Key points
•

The types of WPM activities undertaken vary across Basin State departments and water
authorities. Approaches to WPM charging arrangements also vary, with a mixture of
water access right charges, broad based levies and transaction charges being imposed
by Basin State departments and water authorities. These different activities and
approaches to the recovery of WPM costs reduce the effectiveness of the Water Charge
(Planning and Management Information) Rules as a tool to achieve transparency of cost
recovery across the MDB.

•

South Australia has substantially changed its approach to raising WPM revenue. It
abolished the ‘Save the River Murray levy’, effective 1 July 2015 so the levy did not
apply for the 2015−16 year. This removed the source of 76 per cent of the previous
year’s reported WPM charge revenue. The South Australian approach to WPM revenueraising will materially change again in 2016−17, with a significant increase in the Natural
Resources Management (NRM) Water levy. This is intended to promote a beneficiary
pays approach to recovering the costs of WPM activities in South Australia.

•

From 2014−15 to 2015−16, Basin State contributions to the joint WPM and infrastructure
expenditure programs undertaken by the MDBA (joint programs) increased significantly
(by 23 per cent from South Australia, and 31 per cent from both NSW and Victoria). This
is the first increase in Basin State funding for the MDBA’s joint programs since 2011−12,
as Basin State contributions had been declining since that time. Funding volatility may
impact on the MDBA’s ability to deliver its WPM activities effectively over the long term.

•

The Victorian Department of Environment, Land, Water and Planning (DELWP)
substantially increased its WPM expenditure in 2015−16, continuing a trend since
2012−13 of large annual increases of WPM expenditure (See section 3.2.1 for further
details). DELWP’s WPM expenditure constituted 96 per cent of the combined total
of WPM expenditure reported to the ACCC by the Victorian entities (DELWP, GMW,
GWMW, LMW and Coliban), and it spent more on WPM expenditure than the next three
Basin States (NSW, SA and the ACT) combined. By contrast, from 2014−15 to 2015−16,
DPI Water (NSW) sharply decreased its WPM expenditure.

•

Water administration and regulation costs were the largest part of total WPM
expenditure for DPI Water (NSW) (31 per cent) with water management costs the
largest for DELWP (Vic) (51 per cent) and DEWNR (SA) (67 per cent).

•

In South Australia and Victoria, there were significant decreases in WPM revenues
relative to costs. The reasons for this differed between states. The ACT was the only
Basin State where WPM revenues raised were greater than WPM costs in 2015−16.

Water planning and management charge categories

3.1.1

WPM activities

Water planning and management (WPM) activities are those activities undertaken by, or on
behalf of, governments to plan for and manage water resources to ensure their sustainability.
The scope and range of WPM activities varies across Basin States
WPM activities are important as they:
•

promote the long-term sustainability of the resource and maintain the health of natural
ecosystems by minimising impacts associated with water extraction

•

are necessary to manage the impacts of past, current and future patterns of water extraction

•

are concerned directly with the hydrology of surface and groundwater systems

•

protect the integrity of the entitlement system and the security of users’ authorised access to
water.68
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3.1

Persons responsible for determining charges for WPM activities in the Basin must publish details
of the activities to which these regulated charges relate.69 For the purpose of monitoring WPM
charges, the ACCC uses WPM activity categories developed by the National Water Initiative
Pricing Principles Steering Group for Water Charges (the NWI Pricing Principles). These
categories are70:
•

water reform, strategy and policy

•

water planning

•

water management

•

water monitoring and evaluation

•

information management and reporting

•

water administration and regulation

•

water industry regulation.

3.1.2

Overview of water planning and management charges

WPM charges are levied on water users to recover the costs of WPM activities. Generally,
they comprise a relatively small proportion of customer bills when compared to other charges
payable to infrastructure operators (see chapters 4 and 5).
WPM charges levied in Basin States within the MDB are regulated under the Water Act 2007.
Regulated WPM charges:
•

are primarily related to the management of water resources

•

do not relate to urban water supply activities (although urban users may also pay certain
WPM charges)

•

are determined by a minister, water authority, or an independent economic regulator

•

are levied on different groups or classes of water user, depending on the charge in question.

The ACCC has classified WPM charges into three categories:
•

water access right charges—fees and charges for holding or using water access rights

•

broad based levies—charges applied directly or indirectly on water users (other than water
access right charges) to fund a specific set of WPM activities, and

68 National Water Initiative Pricing Principles: Principles for cost recovery of water planning and management
activities, April 2010, p. 12.
69 See Water Charge (Planning and Management Information) Rules 2010, r. 5(2)(j).
70 National Water Initiative Steering Group on Water Charges, Cost recovery for water planning and management
in Australia, February 2007, Appendix B.
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•

transaction charges—including fees for applications to obtain, vary or trade water access
rights or to lodge a transaction with a water registry.

Water access right charges
Water access right charges are imposed on water users based on the water access entitlement
(or other water access right) they hold and/or the water allocation used in particular years.
These charges are generally ‘volumetric’, in that they are imposed either on the volume of water
access rights held (that is, a ‘fixed charge’) or the volume of water delivered (that is, a ‘variable
charge’). However, water access right WPM charges may also be levied per water access right
held or per account—such charges are ‘fixed non-volumetric charges’. Use of water access right
WPM charges varies across Basin States. Table 3.1 sets out the types of water access right WPM
charges each Basin State department and water authority imposes.
Table 3.1:

Basin State and water authorities—types of water access right WPM charges imposed71

Basin State department/water authority

Fixed
volumetric

Variable
volumetric

Qld

Department of Natural Resources and Mines (DNRM)

NSW

Department of Primary Industries (DPI Water)

ACT

Environment Planning and Sustainable Development
Directorate (EPSDD)



Vic

Department of Environment, Land, Water and
Planning (DELWP)



Fixed
non‑volumetric






Goulburn Murray Water (GMW)71
Grampians Wimmera Mallee Water (GWMW)
Lower Murray Water (LMW)
SA

Department of Environment, Water and Natural
Resources (DEWNR)











Source: ACCC from data provided and published by Basin State departments and water authorities.

In NSW, DPI Water imposes a set of water access right charges, called ‘water management
charges’, on irrigators and other non-urban water users as holders of water access licenses.72
IPART sets the level of these DPI Water charges. These charges pay for the ‘user share’ of a
specific set of WPM activities carried out by DPI Water73 (see section 3.3 for further details).
Water management charges apply to both regulated and unregulated rivers within the NSW
MDB as well as other areas in the State. These charges are further differentiated according to
whether they relate to surface water or groundwater.

71 In 2015−16, GMW raised the entirety of its WPM charge revenue from transaction-based charges.
72 IPART, Review of Prices for the Water Administration Ministerial Corporation from 1 July 2016, p. 1.
73 The ‘user share’ is the share of the efficient costs of these WPM activities to be recovered from water access
entitlement holders. The remainder share of these efficient costs is recovered from Government on behalf of
the broader community. See: IPART, Review of prices for the Water Administration Ministerial Corporation from
1 July 2016, June 2016, p. 30.
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DPI Water’s WPM charges are therefore imposed on all customers holding a NSW water access
licence, including private diverters and off‑river IOs. Off‑river IOs then pass these WPM charges,
together with WaterNSW’s on‑river infrastructure charges, on to their own customers who hold
irrigation rights (see also section 5.3.5).
In the SAMDB, DEWNR imposes a fixed volumetric water access right charge on entitlements
(‘unit shares’) held by water licence holders, known as the Natural Resources Management
(NRM) Water Levy.76 Non-volumetric water access right charges are also imposed, and include
annual meter rental charges.
Queensland’s DNRM imposes WPM charges in Queensland. These charges relate to both the
WPM activities undertaken by DNRM and SunWater and are set individually for each water
management area. The WPM charges DNRM imposes in water management areas are water
harvesting fees, a type of variable volumetric water access right charge for ‘extract[ing]’ water
‘from a river during authorised or announced high flow periods (for example, flooding) that are
specified in the applicable Resource Operations Plan’.77
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A water user in NSW who pays DPI Water charges is subject to both a fixed volumetric charge,
set by reference to the user’s water access right, and a variable volumetric charge, based on
the volume of water actually used.74,75 DPI Water’s water management charges do not differ
according to the reliability of water access right held by the water user; that is, the same charges
apply to high security and general security water access entitlement holders.

In the ACT, the majority of the revenue raised for WPM activities comes from the variable ‘water
abstraction charge’ (WAC). The WAC is ‘a [usage] charge on those licensed to take ACT water
and is set by the ACT Government. The WAC is set at $0.55 per kilolitre for licensees taking
water for urban water supply, and $0.265 per kilolitre for all other licensees to take water’.78
Broad based levies
Broad based levies are general levies that are not linked to the holding and/or use of a water
access right and, as such, may not be transparently identifiable as a separate charge.
Broad based levies are currently only imposed by DELWP in Victoria. This levy—the
Environmental Contribution—is imposed on all water authorities (both urban and rural).79 The
Victorian Environmental Contribution is set by the Minister as a fixed percentage of the revenue
raised from the allowed revenue of water authorities (5 per cent of revenue from urban water
authorities and 2 per cent of revenue from rural water authorities respectively).80

74 The maximum charges that DPI Water can apply in each valley are determined by the Independent Pricing
and Regulatory Tribunal (IPART). IPART conducts reviews every three to four years and sets the maximum
charge that can be imposed in every year of the determination period. The latest IPART determination on
water management charges in non-urban NSW was released in June 2016. These regulated water management
charges took effect on 1 July 2016 and apply until 30 June 2020.
75 The variable volumetric charge is levied on usage and on the seller when water allocation is traded to an account
not linked to a NSW works approval (e.g. interstate trade).
76 The Minister imposes a NRM Water levy in all NRM regions in South Australia. However, how this charge is
calculated may differ in different NRM regions. In the SAMDB, this charge is calculated as a charge per unit
shares (entitlements) in kilolitres held by water licence holders as at 1 July each year or, if higher, a minimum
annual fee. In 2015−16, this minimum annual fee was $200. See: Government of South Australia South Australian
Government Gazette, 23 June 2016, p. 2496.
77 Queensland Competition Authority, SunWater Irrigation Price Review: 2012−17 Volume 1, May 2012, p. viii.
See also: Water Regulation 2002 (Qld), Schedule 14.
78 ICON Water, ‘Water Abstraction Charge’, https://www.iconwater.com.au/My-Home/My-account/Pricing-andyour-Customer-Contract/ACT-network-water-prices/Water-Abstraction-Charge.aspx, accessed April 2017.
79 See: Department of Environment, Land, Water and Planning, ‘Environmental Contribution’, http://www.depi.vic.
gov.au/water/governing-water-resources/environmental-contribution, accessed February 2017.
80 These revenues exclude revenue from bulk water services, bulk sewerage services, metropolitan drainage
and water services and certain other revenue sources. See: Victoria, Victorian Government Gazette, No. G26,
28 June 2012, pp. 1444−5.
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For each Victorian water authority, the Essential Services Commission (Victoria) permits
the inclusion in the authority’s revenue cap for regulated infrastructure services an amount
equivalent to the applicable percentage of revenue for the Environmental Contribution. This
consequently flows through to the regulated charges paid by water users.81
A broad-based WPM levy, the Save the River Murray Levy, previously levied in South Australia
has been abolished, effective 1 July 2015.
Transaction charges
Transaction charges are charges imposed when a water user undertakes a particular activity.
These charges are often associated with a water user’s application to undertake the activity
and the lodgement of the approval to undertake that activity. For example, fees associated
with the trade of water access entitlements or water allocations are transaction charges as they
are only imposed when a water user engages in that activity. Trade application charges are
discussed further in chapter 6. Although transaction charges are generally only imposed when a
user applies or lodges an approval to undertake a particular activity, this does not prevent such
charges being calculated on a quantitative (for example, per megalitre (ML)) basis. An example
is a trade application charge levied per ML of water traded.
Beyond trade application charges, other transaction charges are imposed by Basin State
departments and water authorities. These transaction charges are imposed in relation to various
activities across Basin States, including:
•

searching registries and lodging documents

•

water meter testing, use and operation

•

licence-related activities

•

varying water access entitlements and/or water allocations

•

assessments and inspections.

3.2

Water planning and management costs and
estimated revenue

3.2.1

Water Planning and Management costs

One of the commitments Basin States made under the National Water Initiative (NWI) was
to implement water pricing and institutional arrangements which achieved appropriate cost
recovery for WPM activities.82 The NWI Pricing Principles provide that WPM costs should be
allocated between water users and government using an ‘impactor pays’ approach.83 That is,
the intention of the NWI is not necessarily to recover all WPM costs from water users. Further,
and where practicable, WPM costs are to be identified and differentiated by catchment and by
water source.84

81 The ESCV includes, in each water authority’s determination, an environmental contribution amount. Water
authorities are also required to specify this contribution in their annual reports. The Environmental Contributions
Order for 2012−13 to 2015−16 expired at 30 June 2016.
82 Council of Australian Governments, National Water Initiative Pricing Principles, April 2010. http://www.
agriculture.gov.au/SiteCollectionDocuments/water/national-water-initiative-pricing-principles.pdf, accessed
April 2017.
83 ‘The impactor pays approach seeks to allocate costs to different individuals, groups of individuals or
organisations in proportion to the contribution that each individual, group of individuals or organisation makes
to creating the costs, or the need for the costs to be incurred’. See: Council of Australian Governments, National
Water Initiative Pricing Principles, April 2010, pp. 14−15.
84 Council of Australian Governments, National Water Initiative Pricing Principles, April 2010, pp. 14−15.
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Cost recovery of WPM activities varies across Basin States, and should be assessed over
an extended time period as WPM expenditure, in particular, varies in each Basin State from
year‑to‑year. Moreover, Basin State departments and water authorities have informed the
ACCC that they have practical challenges when reporting WPM activities and the costs incurred.
These challenges include:
•

difficulties in separating out WPM costs from other non-WPM costs

•

that many WPM activities are delivered for the whole of a Basin State and it can be
impractical to allocate a portion of these costs to the MDB

•

that the level of some WPM charges may not have a clear relationship to the costs incurred
for WPM activities

•

the difficulty in allocating costs between stakeholders.
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Where a regulated charge is imposed, the Water Charge (Planning and Management
Information) Rules 2010 (WCPMIR) require Basin States to disclose the cost of WPM activities
and the relationship between the costs of these activities and the calculation of the regulated
charge.85 This disclosure allows water users to understand the relationship between WPM
charges and the recovery of WPM costs in Basin States. This comparison is particularly
important to assess the degree of cost recovery.

Additionally, the WCPMIR:
•

do not apply to WPM charges in relation to urban water supply activities or non-Basin water
resources.

•

do not require the publication of WPM activity costs where no WPM charge is imposed.

For these reasons, in its Final Advice on the Water Charge Rules, the ACCC ‘considered that the
water charge rules are not an effective policy tool to ensure the objectives of the NWI relating
to planning and management cost recovery are met’. Because the WCPMIR were not effective
on providing transparency of cost recovery, the ACCC recommended that the ‘requirement(s)
[under the WCPMIR] to disclose the nature and cost of water planning and management
activities related to planning and management charges be repealed’.86 However, the ACCC
recommended that the ‘remaining requirements in the WCPMIR to disclose information about
planning and management charges [be] retained’. The ACCC considered this information
was useful as ‘it informs users of their quantum relative to other charges’ and ‘planning and
management charges were usually unavoidable.’87

WPM activities undertaken by the MDBA
An important body that undertakes water planning and management activities in the MDB is
the Murray-Darling Basin Authority (MDBA). The MDBA and Basin States jointly manage certain
key water infrastructure across the MDB and jointly deliver a number of WPM and infrastructurerelated activities—known as the ‘joint programs’. The governance for these joint programs is set
out in the Murray-Darling Basin Agreement.88
The MDBA does not impose regulated charges for the WPM activities it undertakes and
therefore currently has no obligations under the WCPMIR to report on any aspect of its revenues
or costs. Instead, it receives funding for the joint programs through Commonwealth and

85
86
87
88

Water Charge (Planning and Management Information) Rules 2010, r. 5(j)(iv).
ACCC, Review of the Water Charge Rules Final Advice, September 2016, p. 303.
ACCC, Review of the Water Charge Rules Final Advice, September 2016, p. 301.
Murray-Darling Basin Agreement, Parts VII and VIII set out the joint activities. Clause 72 provides a process for
determining the contribution provided by the Commonwealth and Basin States. The MDBA annual report, notes
to Financial Accounts, discloses the total amount contributed to the MDBA for joint activities as well as any other
contributions of Basin States and the Commonwealth.
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Basin State government contributions.89 These contributions are not tied to specific projects,
however funding for the WPM and infrastructure activities are agreed to by Basin State and
Commonwealth Ministers through approval of an annual budget and is incorporated into the
MDBA’s corporate plan.90 The MDBA’s corporate plan is publicly available on its website.91
The level of Basin State contributions to the joint programs is reported by Basin States and water
authorities in information on WPM activities provided to the ACCC in their RFI returns and also in
the MDBA’s annual reports. However, the contributions reported in the RFI should relate to WPM
activities only, whereas information on contributions set out in the MDBA’s annual report covers
both WPM and water infrastructure-related activities.
Levels of actual funding from the Commonwealth and Basin States for the joint programs since
2010−11 is set out in the table below. Due to the difficulty in separating contributions into WPM
and infrastructure-related contributions, only the total level of contribution is reported. As the
table below shows, funding from most contributors and the overall level of contributions to the
MDBA’s joint programs has been volatile from year to year.
Table 3.2:

Basin State and Commonwealth Government Contributions to MDBA’s Joint Program
Costs92

Jurisdiction

Commonwealth

Contribution by Year ($000’s)
2010–11

2011–12

2012–13

2013–14

2014–15

2015–16

Percentage
change from
2014−15 to
2015−16

(78)

18 737

19 320

18 772

11 300

9 989

–11.6%

New South Wales

34 227

35 054

16 230

13 706

18 900

24 699

30.7%

Victoria

32 437

33 224

34 150

27 451

18 000

23 568

30.9%

South Australia

27 667

28 346

29 145

26 44592

15 500

19 054

22.9%

Queensland

986

1 012

1 044

100

100

100

0.00%

ACT

282

289

298

298

298

298

0.00%

95 521

116 662

100 187

86 772

64 098

77 708

21.2%

Total

Source: MDBA Annual Reports and data provided by Basin State departments and water authorities.

This volatility in funding may cause a number of problems for the MDBA including the deferment
of necessary capital works; higher long-term costs from a more reactive capital maintenance
framework; the loss of efficiency and higher costs from the inability to plan more than one
year ahead.
Basin States recover the cost of funding the MDBA’s WPM activities in a variety of ways, usually
by a combination of general WPM charges and consolidated revenue (for further details, see
box 4.3). However, it is difficult to connect the funding to specific WPM charges levied by the
states and the WPM activities the MDBA undertakes. Because the MDBA undertakes both
WPM and infrastructure related activities in its joint programs, it is also difficult to separate
contributions for WPM-related activities from contributions for infrastructure-related activities.

89 The MDBA carries out a number of WPM activities including: environmental works relating to joint assets, salinity
management, water quality monitoring, interstate water trade reconciliation, water monitoring and evaluation
and environmental works (for example, construction of fishways and pest fish management).
90 Murray-Darling Basin Authority, ‘Joint programs’, http://www.mdba.gov.au/about-us/partnershipsengagement/joint-programs, accessed February 2017.
91 For example, see the 2016−17 to 2019−20 Corporate Plan at: http://www.mdba.gov.au/publications/policiesguidelines/corporate-plan-2016−17−2019−20, accessed February 2017.
92 Discussion between ACCC and DEWNR staff has indicated that the figure published in previous MDBA annual
reports for the South Australian joint programs contribution for 2013−14 ($23 976 000) is incorrect. The ACCC
has entered the correct figure for 2013−14 in this table.
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Current governance arrangements provide some degree of transparency on how the MDBA is
funded, the amounts of funding it receives, how revenues are spent on WPM (and infrastructure)
activities, and the efficiency of this expenditure.

WPM Expenditure by Basin State Departments and Water Authorities
Table 3.3 shows the total cost of WPM activities reported by Basin State departments and water
authorities from 2011−12 to 2015−16. Reported expenditure generally includes expenditure
both inside and outside the MDB, which is consistent with the approach to revenue from WPM
charges reported in section 3.2.3. However, expenditure by Victorian water authorities (all of
which are located in the Victorian MDB) and DEWNR (SA) refers to WPM expenditure in the
MDB only.
Table 3.3:

State
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Over time, some stakeholders have expressed concern that the activities of the MDBA are not
subject to the same scrutiny as other infrastructure operators that are subject to direct charge
regulation (e.g. those regulated under Part 6 of the WCIR)93. Recently, to help address this
concern, the MDBA engaged an external consultant to undertake a review of its efficiency.94
The ACCC understands the MDBA intends to have such reviews undertaken on a periodic basis.

Basin State and water authorities—total cost of WPM activities ($2015−16), 2012−13 to
2015−169596
Total WPM cost ($2015−16 million)

Department/
Authority
2011−12

ACT

ACT Government

NSW

DPI Water

Vic

Department

2012−13

2013−14

Percentage
change (real),
2014–15 to
2015–16

2014−15

2015−16

20.2

25.3

25%

72.3

78.5

63.7

82.5

66.6

–19%

45.5

36.3

73.2

103.6

132.4

28%

GMW

3.2

3.2

2.8

1.8

2.7

55%

GWMW

1.2

0.8

0.7

0.5

1.7

285%

LMW

1.9

1.8

1.3

1.2

1.3

12%

95

DELWP96
Water authority

Vic total
SA
Total

DEWNRa

51.7

42.0

78.0

107.0

138.2

29%

43

37.8

38.9

43.9

39.6

–10%

167

158.3

180.6

253.7

269.8

6%

Source: ACCC from data provided and published by Basin State departments and water authorities.
Notes:

a Amounts reported for DEWNR in 2012−13 and 2013−14 RFIs have been updated to include
corporate costs.

93 See for example: Murray Irrigation, Submission to the Independent Review of the Water Act 2007, July 2014, p. 8;
NSW Government, Submission to the Independent Review of the Water Act 2007, 2014, p. 2; NSW Irrigators’
Council, Submission to the Independent Review of the Water Act 2007, 2014, pp. 3,9; Southern Riverina
Irrigators, Submission to the Independent Review of the Water Act 2007, 2014, pp. 2−3; State Water, Submission
to the Independent Review of the Water Act 2007, July 2014, pp. 39−41.
94 See: MDBA, ‘Independent review of the efficiency of River Murray Operations’, https://www.mdba.gov.au/
publications/research-report/independent-review-efficiency-river-murray-operations, accessed April 2017.
95 The NSW Department of Primary Industries Water (DPI Water) was formed on 3 July 2015 and replaced the
NSW Office of Water.
96 Following the November 2014 Victorian State Election, the Department of Environment and Primary Industries is
now part of the Department of Environment, Land, Water and Planning (DELWP).
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In 2015−16, Victorian expenditure on WPM activities remains larger than the next three Basin
states (NSW, SA97 and the ACT) combined. The total cost for all WPM activities in Victoria
increased by 28 per cent in real terms over 2015−16, while falling in NSW (19 per cent) and
South Australia (10 per cent).
Since 2012−13, WPM expenditure in Victoria has increased by 229 per cent, while only increasing
by 5 per cent in South Australia and decreasing by 15 per cent in NSW. This increase in
expenditure in Victoria follows an expansion in the number and scope of WPM projects.
Key initiatives leading to the increased costs in Victoria in 2015−16 were:
•

$22.1 million on a range of sustainable water management activities. This included
$8.8 million ‘to accelerate on ground works to improve the condition of riparian land across
regional Victoria’98 and $7 million on the ‘Healthy Waterways’ program, a ‘one year initiative …
designed to improve the environmental condition of priority wetlands and estuaries that have
been identified as valuable by regional communities, primarily through undertaking physical
environmental works in priority areas’.99

•

a ‘Climate Change Action Package’. The Victorian Government stated that this is a ‘package
of initiatives…introduced to support industry, local government and community organisations
to invest in actions to reduce emissions and adapt to climate change.’100 Total expenditure
in 2015−16 consisted of funding the ‘Water for Victoria’ ($4 million) and Preparing for
Floodplain Risks initiative ($1.4 million). The former is a state-wide plan to ‘set strategic
directions for water management’ in Victoria. The latter involves implementation of the
Victorian Floodplain Management Strategy.101

•

$5.9 million spent by the Victorian Government on Managing Groundwater Risks from the
Bendigo Mines. The Victorian Government reported that this initiative involves managing
groundwater from Bendigo’s mines, which ceased operation in 2011. This groundwater has
elevated levels of salt, arsenic, other heavy metals and hydrogen sulphide gas.102

While the percentage increase in costs between 2014−15 and 2015−16 for WPM activities
undertaken by Victorian water authorities is substantial (between 28 per cent and 285 per cent),
these increases occur from a very low base.
DPI Water reported a large decrease (19 per cent) in their cost of WPM activities in 2015−16
compared with 2014−15, despite undertaking a similar range of activities as 2014−15.
DEWNR reported a decrease of 10 per cent on WPM costs from $43.9 million in 2014−15, to
$39.6 million in 2015−16. WPM expenditure decreased across most categories, with significant
falls in water planning expenditure for the Murray-Darling Basin Reform and Intergovernmental
Relations from $2.2 million in 2014−15 to $1.3 million in 2015−16 (a 42 per cent decrease)
and the ‘Implementation of River Murray Prescribed Watercourse Water Allocation Plan’ from
$1.7 million in 2014−15 to $1.1 million in 2015−16 (a 34 per cent decrease). These falls in

97 As noted above, WPM expenditure in South Australia mentioned in this chapter refers to expenditure in the
South Australian Murray-Darling Basin only.
98 Department of Environment, Land, Water and Planning, ‘Sustainable Water Management—Riparian land’, http://
www.depi.vic.gov.au/water/governing-water-resources/environmental-contribution/sustainable-watermanagement-riparian-land, accessed February 2017.
99 Department of Environment, Land, Water and Planning, ‘Sustainable Water Management—Healthy waterways’,
http://www.depi.vic.gov.au/water/governing-water-resources/environmental-contribution/sustainable-watermanagement-healthy-waterways, accessed February 2017.
100 Department of Environment, Land, Water and Planning, ‘Climate Change Action Package’, http://www.depi.
vic.gov.au/water/governing-water-resources/environmental-contribution/climate-change-action-package,
accessed February 2017.
101 Department of Environment, Land, Water and Planning, ‘Climate Change Action Package’, http://www.depi.
vic.gov.au/water/governing-water-resources/environmental-contribution/climate-change-action-package,
accessed February 2017.
102 Department of Environment, Land, Water and Planning, ‘Managing groundwater from Bendigo’s Mines’, http://
www.delwp.vic.gov.au/water/managing-groundwater-from-bendigo-mines, accessed February 2017.
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In providing information for 2015−16, the ACT’s Environment, Planning and Sustainable
Development Directorate (EPSDD) was unable to provide information broken down into the NWI
activity categories. However, EPSDD noted that WPM expenditure in the ACT was split between
the Chief Minister, Treasury and Economic Development ($15 million), the Territory and Municipal
Services Directorate ($8.7 million) and EPSDD ($1.6 million). The majority of this was on urban
WPM expenditure. The largest individual items of WPM expenditure in the ACT in 2015−16 were
stormwater maintenance ($7.6 million) and the Coombs Water Quality Control Ponds project
($7.9 million). The latter involves ‘the construction of two water quality control ponds in the
suburb of Coombs.’103
DNRM did not provide WPM cost information for 2015−16. It acknowledged to the ACCC that
WPM charges levied under the Water Regulation 2002 (Qld) do not reflect the actual cost of
WPM activities and only recover a small portion of the total WPM costs. DNRM also noted that
Queensland’s WPM costs are almost exclusively funded by consolidated revenue.
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DEWNR’s WPM expenditure have been partly offset by an increase in DEWNR’s MDBA state
contribution for WPM activities which increased from $13.6 million in 2014−15 to $14.8 million in
2015−16, a 9 per cent increase.

As part of the NWI process, Basin States agreed to report WPM costs according to specific
categories of activity.104 WPM costs reported by NWI activity classification for 2015−16 are set
out in table 3.4 below.

103 Guideline Civil Engineering Contractors, ‘Coombs Ponds’, http://www.guidelineact.com.au/coombs-ponds/,
accessed February 2017.
104 Council of Australian Governments, National Water Initiative Pricing Principles, Appendix B: A framework for
classifying water planning and management activities, pp. 19−21.
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Table 3.4:

Basin States and water authorities—breakdown of total WPM costs by activity, 2015–16

Department/
Authority

Basin State department

Water reform
strategy and
policy

$ million

Water planning

$ million

DEWNR

GMW

GWMW

LMW

–

21.5

–

–

–

–

21.5

(–)

(16.2)

(–)

(–)

(–)

(–)

(8.8)

19.9

27.1

7.4

–

–

–

54.4

(29.8)

(20.4)

(18.8)

(–)

(–)

(–)

(22.2)

Water
management

$ million

Water
monitoring and
evaluation

$ million

Information
management
and reporting

$ million

Water
administration
and regulation

$ million

Water industry
regulation

$ million
(% of total)

(0.1)

Total

$million

66.6

(% of total)
(% of total)

(% of total)

(% of total)

Total

DELWP

(% of total)

(% of total)

Water authority

DPI
Water

3.3

66.8

26.4

0

–

0.1

96.6

(4.9)

(50.5)

(66.7)

(–)

(–)

(7.1)

(39.5)

19.3

11.5

0.1

0.9

–

–

31.9

(29.0)

(8.7)

(0.3)

(34.8)

(–)

(–)

(13.0)

3.7

0.5

1.1

0.1

–

0.5

5.9

(5.6)

(0.4)

(2.9)

(2.7)

(–)

(34)

(2.4)

20.3

4

4.5

1.7

1.7

0.8

33.1

(30.5)

(3.1)

(11.4)

(60.7)

(100)

(58.9)

(13.5)

0.1

1

–

0.1

–

–

1.2

(0.8)

(–)

(1.9)

(–)

(–)

(0.5)

132.4

39.6

2.7

1.7

1.3

244.5

Source: ACCC from data provided and published by Basin State departments and water authorities.
Notes:

As the ACT Government did not provide a breakdown of WPM costs by NWI Pricing Principles categories,
its breakdown of WPM cost data has not been included in this table. Accordingly, the total WPM costs
reported in this table are less than the total WPM costs reported in table 3.2.

For the Basin State departments:
•

The highest cost for DPI Water is for ‘water administration and regulation’ ($20.3 million), a
decrease of 27.3 per cent (real) since 2014−15.

•

For DELWP, ‘water management costs’ have increased by 60 per cent (real) from $41 million
in 2014−15 to almost $67 million. This is related to the DELWP WPM projects set out earlier in
this chapter.

•

For DEWNR in 2015−16, ‘water management’ expenditure forms about 67 per cent of its
entire WPM expenditure.

The Victorian water authorities did not undertake large amounts of WPM expenditure, when
compared with that undertaken by Basin State Government Departments. For the water
authorities, the highest cost was for ‘water administration and regulation’105 .
Although table 3.4 provides a guide to the breakdown of costs by NWI Pricing Principle WPM
activity categories, it can be difficult for Basin State departments and water authorities to
accurately breakdown total costs into these categories. It is possible that particular WPM
activities will fall under multiple categories. An example of this is DELWP’s reported activity of
Basin Plan modelling. DELWP reported this as ‘water monitoring and evaluation’, although it

105 Under the NWI Principles, water administration expenses include: administration of entitlements and permits;
development of entitlement frameworks; administration of water trading arrangements; business administration;
and administration of water metering arrangements. For further details, see: Council of Australian Governments,
National Water Initiative Pricing Principles, Appendix B: A framework for classifying water planning and
management activities, p. 21.
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Under the WCPMIR106, Basin State departments and water authorities must also publish
information that breaks down the WPM costs to which charges relate between:
•

capital costs—costs incurred in purchasing fixed assets, including land and buildings

•

corporate service costs—corporate costs that may be common to the delivery of a number
of activities not easily allocated to a specific project, and

•

operating costs—costs involved with maintaining property or assets.

As set out in the WCPMIR, with respect to a particular charge Basin States and water authorities
can choose to provide the breakdown between operating, corporate and capital costs for each
WPM activity undertaken or as a whole for all WPM activities to which the charge relates.
All Basin States and local water authorities (except Queensland) provide this information to the
ACCC in their RFI returns. Where states fully break down their costs into these three categories,
they report a breakdown for all WPM activities as a whole rather than by activity, given the
difficulty in identifying the proportion of operating, corporate and capital costs for each WPM
activity. Chart 3.1 sets out the breakdown of WPM costs for Basin State departments and
water authorities from 2013−14 to 2015−16. Costs are separated between capital, corporate
and operating costs based on the overall breakdown provided by reporting entities. This chart
includes costs that are incurred by Basin State departments and water authorities within and
outside the MDB (except for South Australia, where the breakdown of costs reflects activity only
within the SAMDB).
Chart 3.1:
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could also include elements that fall under ‘water management’ and ‘water administration and
regulation’. However, Basin State departments and water authorities are required to identify a
category that best fits that particular WPM activity rather than identifying multiple categories.

Basin State departments and water authorities—cost by WPM categories, 2013−14 to
2015−16 ($2015−16 million)

$140

$2015–16 million

$120
$100
$80
$60
$40
$20

DPI
NSW

DELWP

GMW

GWMW

LMW

Vic
Operating costs

Corporate costs

2015–16

2014–15

2013–14

2015–16

2014–15

2013–14

2015–16

2014–15

2013–14

2015–16

2014–15

2013–14

2015–16

2014–15

2013–14

2015–16

2014–15

2013–14

$0

DEWNR
SA

Capital costs

Source: ACCC from data provided and published by Basin State departments and water authorities.

106 WCPMIR, rule 5(2)(j)(ii).
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Consistent with previous years, Chart 3.1 shows that operating costs made up the majority of
WPM costs for all Basin State departments. Operating costs were significantly higher in 2015−16
for DELWP, for the reasons set out earlier in this chapter, but fell for DPI Water (from around
$66 million in 2014−15 to $51 million in 2015−16, a 22 per cent decrease). Operating costs
remained largely steady at GMW as a percentage of overall expenditure (from 95 per cent in
2014−15 to 93 per cent in 2015−16). Operating costs as a percentage of total WPM expenditure
nearly halved at GWMW from 2014−15 to 2015−16, albeit off a low base.
Between 2014−15 and 2015−16, capital costs have increased for DPI Water (off a low base),
decreased slightly for DELWP (a decrease of just under 2 per cent) and remained at zero for
DEWNR. Capital expenditure for 2015−16 is low for each of the water authorities ($0 for GMW,
$1 million for GWMW and $0.1 million for LMW).
In 2015−16, corporate costs were:
•

$13.3 million for DPI Water, having decreased by 14 per cent from $15.4 million in 2014–15

•

$3.9 million for DEWNR, having decreased by 12 per cent from $4.4 million in 2014–15.

Corporate costs were low at DELWP and for the Victorian water authorities, being $1 million
or less.

3.2.2

Levels of water planning and management charges

Basin States typically allow WPM charges to increase each year according to:
•

indexation as set out in legislation, such as indexing by the rate of the Consumer Price Index
(CPI) (for example, for the various salinity disposal fees in Victoria)

•

a price path approved by an independent economic regulator (for example, in NSW the
maximum charges for certain DPI Water WPM activities are approved by IPART and in
Victoria maximum charges for miscellaneous WPM services are approved by the ESC Victoria
for each year of the regulatory period covered by a determination)

•

a level which, in the particular Basin State’s view, promotes the achievement of the principles
of cost recovery of activities/impactor pays.

New South Wales
IPART is the independent economic regulator for DPI Water’s WPM charges. IPART initially set
the DPI Water charges107 for the period 1 July 2011 to 30 June 2014. However, these prices were
extended a further two years on DPI Water’s request.108 As such, the DPI Water WPM charges
imposed on water users in NSW remained at 2013−14 levels in 2015−16.109
The ACCC was responsible for setting maximum regulated charges with regard to allocation
trade and certain other WPM activities undertaken by WaterNSW in the Murray-Darling Basin
for the 2014–15 to 2016−17 regulatory period. These charges were set through a charge
determination process and updated through an annual review process. These charges have
increased by CPI each year over the regulatory period. After 2016−17, IPART will be responsible
for setting these charges.

107 The DPI Water WPM charges that IPART sets include: the fixed volumetric charges (charged per ML of
entitlements); variable volumetric charges (charged per ML of based on water usage); a minimum annual
charge for water license holders; meter reading/assessment charges relating to water users with privately
owned meters in unregulated rivers and groundwater sources, ancillary service charges (related to metering);
and transaction charges relating to application fees for issuing and amending water access licenses, performing
water allocation assignments and works approvals. (See: IPART, Review of prices for the Water Administration
Ministerial Corporation—Final Report, June 2016, pp. 9−18)
108 Ibid, p. 1.
109 On 7 June 2016, IPART determined the DPI Water charges that will apply for the period 1 July 2016 to
30 June 2020. See: IPART, Review of prices for the Water Administration Ministerial Corporation—Final Report,
June 2016. Ibid.
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Victoria
The main charge relating to WPM activities is the ‘Environmental Contribution’. The
Environmental Contribution is collected from water supply authorities112 and, as noted above,
is determined as a multiple of each authority’s revenue. The levy is set by the Minister for a four
year cycle.
The 2012−13 to 2015−16 period represented the third cycle or ‘tranche’ of the Environmental
Contribution. This tranche raised $416.1 million ($2015−16) over the period. The fourth tranche
commenced on 1 July 2016 and is expected to raise $537.1 million from 2016−17 to 2019−20
to fund initiatives consistent with the purposes set out in legislation113. For 2015−16, DELWP
reported the Environmental Contribution raised $112.5 million.114
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Fees relating to registration of water licences, trades, approvals and other registry functions
are set by the relevant Minister.110 However, the register itself is administered by Land and
Property Information.111

Maximum application and registration fees relating to the transfer, division, consolidation and/
or cancellation of water shares, and to trade water allocations, are set by the Minister. Most
application and registry fees increased between 2.6 to 3.0 per cent in 2015−16 when compared
with 2014−15.
Salinity Disposal Fees and related operating and management fees are set in accordance with
the Victorian Government’s Policies for Managing Water-Use Licences in Salinity Impact Zones.
These charges were set in 2006−07 and have increased annually by CPI since that time.
Charges for other miscellaneous WPM activities undertaken by water authorities are subject
to price regulation by the Essential Services Commission (Victoria) and are set out in the
Commission’s regular price determinations for the relevant water authorities.115

Fees charged by Victorian Local Water Authorities
WPM charges reported by local water authorities largely relate to application and registration
fees, salinity disposal fees and miscellaneous WPM activities mentioned above.
In 2015−16, GMW reported that all of its WPM charges either remained constant or increased
by CPI.116
For LMW, in 2015−16:
•

there was no change to fixed entitlement charges117.

•

most transaction-based charges increased by around 2.7 per cent. This reflected the level
charges set by the Minister.

•

metering-related charges increased 1.2 per cent compared to 2014−15

110 Water Management Act 2000, s. 114.
111 NSW Land and Property Information, ‘Water access licence register’, http://www.lpi.nsw.gov.au/land_titles/
public_registers/water_access_licence_register, accessed February 2017.
112 The Environmental Contribution is set under a Ministerial Order-in-Council pursuant to the Water Industry
Act 1994. The Environmental Contributions Order 2012−16 sets the relevant revenue multiples. Department of
Environment, Water, Land and Planning, ‘Environmental Contributions’, http://www.depi.vic.gov.au/water/
governing-water-resources/environmental-contribution, accessed February 2017.
113 See: Department of Environment, Land, Water and Planning, ‘Environmental Contribution’, http://www.depi.vic.
gov.au/water/governing-water-resources/environmental-contribution, accessed February 2017.
114 Revenue raised from the Environmental Contribution for 2015−16 is sourced from ACCC data collected from
RFIs and also data provided and published by DELWP and Victorian water authorities.
115 Essential Services Commission (Victoria), Price Review 2013: Rural Water Businesses—Final Decision, June 2013,
p. 67
116 The CPI figure used by Basin States to increase WPM charges may differ from the actual CPI for 2015−16. This is
because Basin States may use a forecast CPI figure because WPM charges are set for the forthcoming year.
117 These fees are the service charge, operational fee and the DELWP water share fee.
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For GWMW’s charges over 2015−16:
•

most groundwater and surface water related charges increased by approximately CPI.

•

the remaining WPM charges (transaction-based application charges) were either set at the
level set by the Minister where applicable or otherwise did not change.

Queensland
Regulated WPM charges are determined by the Queensland Government (usually set on an
annual basis) as per Schedules 14, 15A and 16 of the Water Regulations 2002118 made under the
Water Act 2000 (Qld). DNRM reports that nearly all WPM charges (except metering charges)
increased by CPI in 2015−16. Metering charges remained at the same levels as 2014−15.

South Australia
Regulated WPM charges are determined by the relevant South Australian Government minister.
The South Australian Government reported in its RFI return that all WPM charges in the SAMDB
rose by CPI in 2015−16. This will not continue in 2016−17, as the South Australian Government
has announced the main WPM charge in the SAMDB, the NRM Water Levy, will increase by
10 per cent as part of its policy of recovering a greater share of WPM expenses from local water
management boards. 119

ACT
WPM charges in the ACT are set by the ACT Government via an annual determination made
by the Minister.120 In 2015−16, most WPM charges in the ACT increased by around 4 per cent,
reflecting movement in the Wage Price Index. However, the water abstraction charges, the
charges which raise the majority of WPM revenue in the ACT rose by nearly 2 per cent.

3.2.3

Estimated revenue from WPM charges in 2015−16

The ACCC estimates revenue from WPM charges by multiplying each charge amount by the
quantity on which the charge is imposed (either the number of times the charge was imposed
or the number of kilolitres/megalitres it was imposed on), and summing across all charges. The
quantity on which the charge is imposed is provided to the ACCC from Basin State departments
and water authorities as part of the annual request for information process.
WPM charges can be levied across the entire Basin State—not just within the MDB part of the
Basin State. Where a WPM charge is levied state-wide, it is not always possible for the Basin
State department to identify the number of times the WPM charge was levied on water users
within the MDB. As such, with the exception of South Australia, estimated revenue reported by
Basin State departments in this section relates to revenue from the Basin State as a whole. In
South Australia, DEWNR provided the ACCC with WPM charge information relating only to the
SAMDB and therefore the charge information reported in this section for South Australia relates
to the SAMDB only. WPM charge revenue reported for Victorian water authorities also relates to
the MDB only. This is consistent with the approach taken to reporting the cost of WPM activities
in section 3.2.1.
Table 3.5 shows the estimated total revenue received by each Basin State department and water
authority from WPM charges between 2010−11 and 2015−16. It also shows the percentage
change between 2014−15 and 2015−16.

118 In future, WPM charges will be set under the Water Regulations 2016. The Water Regulations 2002 were
abolished during 2016−17. See: Department of Natural Resources and Management (Qld), ‘Changes to water
legislation’, https://www.dnrm.qld.gov.au/water/catchments-planning/water-reform, accessed March 2017.
119 Natural Resources South Australia, The NRM Levy Your questions answered, p. 3.
120 ACT Government, Administrative Arrangements 2016 (No 5), Schedule 2, Part 2.5.
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Basin State and water authorities—total estimated revenue received from WPM charges,
2010−11 to 2015−16 ($2015−16 million)

State Department/
Authority

Estimated total revenue ($2015−16 million)

Per cent
change (real),
2014−15 to
2015–16

2010 −11

2011−12

2012−13

2013−14

2014−15

2015−16

3.2

–

1.7

1.6

1.6

1.7

1.0%

Qld

DNRM

NSW

DPI Water

37.6

40.0

43.3

45.9

40.6

36.0

–11.4%

ACT

ACT Government

24.2

23.4

26.6

26.1

26.6

29.1

9.6%

Vic

Department
78.4

77.3

88.7

161.1

116.7

114.5

–1.9%

2.6

2.6

2.9

1.1

1.1

1.4

30.5%

DELWP
Water authority
GMW
GWMW

–

0.6

0.5

0.6

0.6

0.5

–12.9%

0.9

1.0

1.1

1.2

1.3

1.3

1.4%

Vic Total

81.9

81.4

93.2

163.9

119.7

117.8

–2.0%

DEWNR

36.1

34.5

31.4

34.6

35.6

8.6

–75.7%

182.9

179.3

196.1

272.1

224.1

193.2

–13.8%

LMW
SA
Total
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Table 3.5:

Source: ACCC from data provided and published by Basin State departments and water authorities.

WPM revenue for the ACT rose by 10 per cent from 2014−15 to 2015−16. Over that time, WPM
revenue in SA fell by 76 per cent for the reasons set out earlier in the chapter.

Types of WPM charges levied in 2015−16
As outlined above, there are broadly three types of WPM charges imposed on water users:
•

water access right charges
– fixed volumetric (for example, the DPI Water Access charge in NSW)
– variable volumetric (for example, the water abstraction charge in the ACT)
– non-volumetric (for example, various ‘administration’ fees in the ACT)

•

transaction charges (for example, application and lodgment fees)

•

broad-based levies (for example, the Environmental Contribution levy in Victoria).

Non-volumetric and fixed water access right charges, as well as broad-based levies, provide
revenue certainty to Basin State departments and water authorities. This certainty is due to the
limited variability in the number of water users and the total volume of water access entitlement
on issue over time. In contrast, there is less certainty from variable water access right charges
as water use can vary significantly across years. Transaction charges depend on water users
engaging in particular activities for which a transaction charge is levied (for example, trade of
water access rights), and therefore can also fluctuate each year.
Chart 3.2 sets out the proportion of estimated revenue that is received from each type of
WPM charge.
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Chart 3.2:

Basin State and water authorities—WPM charge categories—proportion of charge
revenue raised, 2015−16
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ACT
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ACT

DELWP

WAR charge
(fixed)
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GWMW

LMW

Coliban

Vic Total DEWNR

Vic
WAR charge
(variable)

WAR charge
(non-volumetric)

SA
Broad based
levy

Source: ACCC from data provided and published by Basin State departments and water authorities.

As shown in Chart 3.2, Basin States and local water authorities generally rely on one particular
charge type to gather the majority of their WPM charge revenues.
DELWP (which accounts for nearly 97 per cent of WPM charge revenue in Victoria) receives
almost 98 per cent of their charge revenues from broad based levies (that is, the Environmental
Contribution). In Victoria as a whole, the Environmental Contribution raises 96 per cent of all
WPM charge revenue.
GMW and Coliban receive 100 per cent of their WPM charge revenue from transaction charges
while DNRM raises nearly 77 per cent of its WPM charge revenue from such charges. Given that
DNRM has decided to fund the majority of its WPM activities from consolidated revenue,121 the
predominance of this cost recovery method likely reflects the decision to only recover costs of
particular transactions through charges.
Of those who rely primarily on water access right charges:
•

DPI Water (86 per cent of all WPM charge revenue raised), DEWNR (83 per cent)122 and
LMW (91 per cent) rely primarily on fixed charges.

•

ACT Government (99 per cent)123 and GWMW (84 per cent) rely primarily on
variable charges

121 James Purtill (Director-General, Department of Natural Resources Management), ‘Letter relating to Water
Monitoring Information Request 2015−16’, 29 November 2016.
122 This revenue is raised through the NRM Water levy. Each year, the South Australian government charges water
licence holders in the SAMDB a per kilolitre rate of water entitlement held. See: South Australia, The South
Australian Government Gazette, No. 37, 18 June 2015, p. 2903.
123 This revenue is raised through the Water Abstraction Charge.

56

Comparison of costs and revenues

As described above, each Basin State department or water authority takes a different approach
to determining what WPM charges will be imposed on water users to recover the users’ share of
the costs associated with WPM activities. These methodologies differ with regard to the:
•

WPM activities for which Basin States seek to recover costs

•

water users that will be subject to a WPM charge, and

•

proportion of associated WPM costs Basin States seek to recover from WPM charges.

Comparing total WPM costs (set out in tables 3.3 and 3.4) against estimated WPM charge
revenue (set out in table 3.5) provides a measure of the degree to which the costs of the WPM
activities are recovered by revenues from WPM charges.
The level of WPM cost recovery achieved by a Basin State through WPM charges imposed
on water users has important policy implications. Where revenues from WPM charges do not
recover the costs of its WPM activities, a Basin State must divert funds from other sources to
cover the shortfall, often a transfer from taxpayers from consolidated revenue. Where WPM
charge revenues exceed costs, this indicates a transfer from water licence holders to others
(e.g. taxpayers). Disclosure of the level of cost recovery for WPM charges allows users and
governments to assess whether the mix of WPM activities is appropriate (given the associated
costs and the degree to which these costs are recovered through the WPM charge(s)) and
whether the mix of charges or levies is appropriate given the WPM activities being undertaken.
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3.3

Chart 3.3 sets out the estimated charge revenue as a percentage of WPM costs from 2011−12 to
2015−16. It is important to look at the level of cost recovery over time, rather than for a particular
year. WPM expenditure will, to some extent, relate to specific projects and therefore can be
‘lumpy’ in nature, meaning that the level of cost recovery may vary from year-to-year.
Chart 3.3:

Basin State and water authorities—estimated WPM revenue as a percentage of total
WPM cost, 2011−12 to 2015−16
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Source: ACCC from data provided and published by Basin State departments and water authorities.

As shown in chart 3.3, WPM revenues for DPI Water and DEWNR have been consistently less
than WPM costs over the period.
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In 2015−16, DEWNR’s WPM revenue as a percentage of WPM costs fell from 81 per cent to
22 per cent. DEWNR’s WPM charge revenue as a percentage of its WPM costs in the SAMDB is
likely to increase modestly in 2016−17, owing to increased revenues from the NRM Water levy.
Over the period 2011−12 to 2014−15, WPM charge revenue in Victoria has consistently exceeded
WPM costs. However, this is no longer the case; in 2015−16, Victoria’s WPM charge revenue
accounted for only 85 per cent of WPM costs. This reflects DELWP’s increased WPM expenditure
identified in section 3.2.1, which has occurred without a corresponding increase in revenues.
This increased expenditure (and resulting lower level of WPM revenue when compared with
WPM charges) may partly reflect the ‘lumpy’ nature of some WPM expenditure. However, over
the four year period covered by the third tranche of the Environmental Contribution (2012−13
to 2015−16), DELWP undertook $345.4 million of WPM expenditure and raised $481.1 million in
WPM charge revenue (both in $2015−16), a WPM revenue-to-cost ratio of 139 per cent.
LMW is the only Victorian water authority where its WPM charge revenues gained is at least
equal to its WPM costs. However, this should be viewed in the context that LMW’s WPM revenue
and WPM expenditure is around one per cent of DELWP’s WPM revenue and expenditure
respectively. There has been significant variation in WPM charge revenue as a percentage of
WPM costs for all Victorian water authorities (except Coliban) since 2011−12. This volatility likely
reflects the relatively low WPM charge revenue and WPM costs experienced by these authorities.
However, when considering the extent to which DELWP and Victorian local water authorities
recover their WPM costs through charges, one should note that the Environmental Contribution
is reported as being a ‘charge’ levied by DELWP. However, the Environmental Contribution is set
as a proportion of water authorities’ revenue and is collected by local water authorities through
their own charges on customers.
WPM charge revenue as a percentage of WPM costs has fallen for DPI Water from 72 per cent
in 2013−14 to 54 per cent in 2015−16. That this percentage is less than 100 per cent (and it has
historically been so) reflects the deliberate sharing of total efficient costs between water access
right holders (users) and the Government (on behalf of the broader community), based on the
‘impactor-pays’ principle. IPART determines an overall revenue requirement for DPI Water based
on the efficient costs of DPI Water undertaking WPM activities for the relevant regulatory period.
IPART then allocates a government share and a user share of costs per activity based on the
impactor pays approach. The sum of the user share of these activities is what DPI Water recovers
from users. These user charges will differ by water source and geographic location. Both
Queensland and South Australia have also generally not fully recovered their WPM costs over
time. These states have funded a proportion of their WPM expenditure through consolidated
revenue, which implicitly reflects a decision regarding cost sharing between the Government and
water entitlement holders, albeit not made in the transparent way undertaken in NSW.
In 2015−16, most Basin States undertook expenditure on water reform, strategy and policy WPM
activities. Under the NWI, jurisdictions agreed not to seek to recover for these activities where
they relate to: the development of intergovernmental agreements; the development of broad
strategies for managing water; and the development and/or refinement of overarching statutory
instruments.124 However, it is difficult for the ACCC to discern whether states are recovering for
this type of WPM expenditure because Basin States do not report on how revenues from specific
charges are spent. Greater transparency on how these types of WPM expenditure are funded
may be required.

124 Council of Australian Governments, National Water Initiative Pricing Principles, April 2010, p. 19.
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4.

On‑river infrastructure operators

This section discusses the operations of on‑river infrastructure operators (on‑river IOs)
with a focus on charging arrangements. In particular, this chapter discusses:
•

the characteristics of on‑river IOs and their customers

•

tariff structures and charge types

•

the overall size of on‑river hypothetical IO bills and the components of these bills

•

changes in on‑river IO hypothetical bills over time.

Hume Dam
Photographer: ACCC staff
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Key points
Hypothetical bills for on‑river infrastructure services increased from 2014−15 to 2015−16 for
most operators. There were decreases in bills in nominal dollars for only six of the 36 bills
shown here, although there were decreases for 10 systems in real terms, namely, for GMW’s
private diverters and WaterNSW customers in the Murray, Murrumbidgee, Namoi and
Gwydir valleys. The decreases were concentrated in the southern MDB.
The percentage change in on‑river bills varied widely, although it was low (close to CPI) in
many areas. There were notable larger movements in the following systems:
•

increases in GMW bulk bills for most basins (Loddon, Bullarook, Campaspe, Broken,
Ovens) by 11 per cent, except for the Goulburn and Murray basins (which increased by
3 per cent)

•

decreases in GMW bills for private diverters by 13−17 per cent

•

increases in WaterNSW bills in the Lachlan, Macquarie, Peel and Border valleys by
7–11 per cent

•

increases in SunWater bills for Macintyre Brook by 8 per cent, but by close to the CPI in
other areas.

The changes in bills reflected several main influences:
•

moves to more cost-reflective charges by operators and regulators, including

•

–

GMW’s increases in charges for smaller basins, and

–

WaterNSW’s move to full cost recovery for Peel valley under the ACCC’s
2014 determination

changes in usage of infrastructure services causing an under-recovery or over-recovery
of forecast revenue, leading to adjustments to charges such as through the ‘unders and
overs’ mechanism introduced for WaterNSW by the ACCC in 2014.

Over the seven years the ACCC has been monitoring charges there have been significant
increases in bills for on‑river infrastructure operators (e.g. 50−100 per cent in real terms) in
some systems, particularly for smaller ones and those in northern NSW and smaller basins
in Victoria. This largely reflects policies to move charges gradually to more cost-reflective
levels. Bills in most SunWater systems decreased or increased only modestly since 2009–10.

4.1

On‑river infrastructure operators

As outlined in chapter 2, an on‑river IO manages on‑river water service infrastructure for the
storage and delivery of water (sometimes referred to as ‘bulk’ water services). These operators
are responsible for:
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•

water harvesting—the collection or accumulation of surface water primarily sourced from
rainfall and run-off over the natural landscape

•

water storage—this includes operation of storage facilities such as dams, lakes, weirs
and reservoirs. These storage facilities allow water to be regulated and held for release
when demanded

•

carryover—in line with water allocation frameworks determined by Basin States, operators
manage storages to facilitate carryover arrangements, which allow water entitlement holders
to hold or ‘carryover’ allocated water in storages so that it is available in subsequent years

•

water delivery—the delivery of water primarily occurs through naturally occurring
watercourses such as rivers and creeks.

Characteristics

The six on‑river infrastructure operators in the MDB covered in this report are all governmentowned, but otherwise differ considerably in size, water volumes managed or delivered, and
customer type. The level of customer bills vary considerably across operators, in part reflecting
these underlying characteristics, but also due to other differences such as the degree of
cost recovery and considerable variation in tariff structures (i.e. the mix of variable, fixed and
non‑volumetric charges imposed).
Some on‑river IOs also operate off‑river water service infrastructure, in particular GoulburnMurray Water (GMW), Lower Murray Water (LMW) and SunWater. This chapter focuses on the
on‑river services and charges of these operators; these operators’ off‑river services and charges
are considered further in chapter 5. Table 4.1 sets out the characteristics of on‑river IOs in
the MDB.
Table 4.1:
Operator

On‑river IOs—characteristics, 2015−16
Volume of bulk
water access
entitlement
held
(ML)

Volume
of water
delivered
(ML)

Private
Diverters

9 473 754

3 077 826

1 131 775

1 423 090

451 097

71 865

SunWater
(Qld)

90 963

41 179

35 664

1 716

0

3 799

DNRM
(Qld)

84 714

6 878

4 658

0

0

2 220

GMW
(Vic)

673 046

1 981 577

110 247

1 152 911

649 069

69 350

42 120

97

75

0

0

21

LMW
(Vic)

399 563

599 886

457 191

119 210

1 543

21 942

Total

10 761 712

5 707 442

1 739 610

2 696 926

1 101 709

169 197

WaterNSW
(NSW)

GWMW
(Vic)
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4.1.1

Volume delivered (ML) by customer type
Off‑river IOs Environmental
water holders

Urban water
suppliers

Source: ACCC from data provided and published by on‑river IOs.

As seen in table 4.1, the volume delivered by the NSW and Queensland operators was
significantly less than the volume of water access entitlements they serviced. This is largely
attributable to the low availability of water and low allocations in the northern areas.
For Victorian operators GMW and GWMW, the volume of bulk water access entitlement is
considerably less than the volume delivered. This is because the bulk entitlements they reported
do not include all WAEs for which they deliver water.

4.1.2

Customers

On‑river IOs have a range of different customers, who extract water directly from a natural
watercourse. Customers include:
•

Private diverters—customers who extract water directly from the natural watercourse to their
property for their own use. Typically this water is used for irrigation but may be used for
other reasons such as mining or other commercial activities.

•

Environmental Water Holders (EWHs)—customers who use infrastructure services provided
by on‑river IOs to deliver water to assist with the protection and restoration of rivers,
floodplains and wetlands.
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•

Off‑river IOs—customers who extract water from the natural watercourse for delivery
through to their own customers through either pressurised or gravity-fed off‑river networks.
Irrigation infrastructure operators (IIOs) are a sub-set of off‑river IOs who deliver water for
the primary purpose of being used for irrigation.

•

Urban water suppliers—customers who extract water from natural watercourses for delivery
through their own urban water supply network (a type of reticulated water system). Urban
water suppliers are also a sub-set of off‑river IOs. However, charges imposed by urban water
suppliers are outside the scope of the WCIR.

The nature of customers’ demand for water can vary within these four broad categories.
For example, the demand for water could vary among private diverters depending on the
crop grown and the season, while for EWHs demand could vary depending on whether
they require water to be diverted to or away from particular areas to manage their
environmental characteristics.

4.2

Charges levied by on‑river infrastructure operators

On‑river IOs generally impose infrastructure charges to recover the costs they incur in order to
store and deliver water to customers. In some cases, on‑river IOs also pass on water planning
and management (WPM) charges imposed on them by, or collect WPM charges on behalf of,
Basin State departments and water authorities (see chapter 3). In turn, the on‑river IOs’ charges
are themselves passed on to the customers of off‑river IOs (see chapter 5).

4.2.1

On‑river infrastructure charges

Infrastructure charges of large, non-member owned on‑river IOs are directly approved or
determined by the ACCC or an accredited regulator in accordance with the WCIR. The
WCIR require the regulator to approve or determine infrastructure charges that allow the
on‑river infrastructure operator to recover its prudent and efficient costs of providing
infrastructure services.
The Essential Services Commission (Victoria) was accredited to approve or determine GMW’s
and LMW’s infrastructure charges in February 2012. The ACCC determined WaterNSW’s charges
for the three-year regulatory period from 1 July 2014 to 30 June 2017. The Independent Pricing
and Regulatory Tribunal (IPART) in NSW applied for and was granted accreditation to determine
the infrastructure charges for WaterNSW to apply from 1 July 2017. Box 4.1 provides further
information on IPART’s draft decision for the 2017−21 regulatory period.

Box 4.1: IPART draft decision on WaterNSW charges 2017−21
In March 2017 IPART released its draft decision for WaterNSW charges for the regulatory
period 1 July 2017—30 June 2021. The revenue requirement for WaterNSW in this
draft decision is lower than for the previous period, reflecting substantial reductions in
WaterNSW’s operating costs over the last regulatory period and forecast for the next period.
IPART has continued to assess WaterNSW’s revenue requirement based on prudent and
efficient costs, employing a similar building block methodology to that used by the ACCC
and IPART in previous decisions. However, IPART has adopted a new approach on certain
issues, in particular, on the recovery of MDBA contributions, annual adjustment of charges,
and carryover of efficiency gains. The draft decision also reflects some rebalancing of
different types of charges. The impact on customer bills depends on location and type of
entitlement held, with IPART proposing that most rural customers will see their bills fall or
increase at or below the rate of inflation.
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Movements in charges
Comparing charges in the final year 2020−21 with 2016−17 charges, in real terms, there
would be:
•

reductions in high security entitlement charges and usage charges for most valleys, with
increases in general security entitlement charges for most valleys

•

significant increases in general security entitlement charges in the Border, Gwydir and
Namoi valleys (20−28 per cent)

•

large increases in charges for the Murray valley (63 per cent for general security
entitlement holders and 112 per cent for high security), and to lesser extent, in the
Murrumbidgee (18–20 per cent)

•

significant charge reductions in the Peel valley for high security (41 per cent) and
general security entitlement holders (30 per cent)

•

reductions in variable charges ranging from 6 per cent for Peel to 45 per cent for Murray
valley.
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Key features of the draft decision are described below. IPART is due to release its final
decision in June 2017.

Key points of interest
•

The average annual revenue requirement (customer share) for 2017−21 is forecast to
decrease by 7 per cent compared to the previous period (2014−17).

•

This change in the customer share of the annual revenue requirement is mainly driven
by a reduction in forecast annual operating expenditure (‘opex’) over 2017−21 which is
about 25 per cent lower than the 2016–17 allowance, reflecting cost savings from the
merger of State Water and Sydney Catchment Authority.

•

IPART’s forecast capital expenditure (‘capex’) over 2017−21 is 103 per cent higher than
the allowance for the previous four years. The forecast capex mainly relates to asset
renewal/replacement and dam safety.

•

MDBA and BRC costs are forecast to increase by 13 per cent over 2017−21 compared to
the previous period. An efficiency adjustment factor of 1.25% per annum (compounded)
will apply to the amount recovered through customer charges.

•

IPART is not continuing with the ‘Unders-and-Overs’ (UoM) revenue recovery
mechanism applied during 2014−17. WaterNSW will instead be allowed to recover a
‘revenue volatility allowance’ through customer charges totalling $3.062 million over
2017−21. The negative UoM balance (–$19.5 million at 1 July 2017) is to be recovered
through customer charges over 2017−21 (mainly from general security entitlement
holders).

•

The 40:60 fixed/variable tariff structure will be retained in most MDB valleys.
However, MDBA and BRC costs are to be recovered through an 80:20 fixed/variable
tariff structure.

•

The premium paid by high security water access entitlement holders has been adjusted
across valleys (through updated inputs for water security and reliability), resulting in
reductions in premiums, except in the Murray and Lachlan valleys where the premium
has increased.

•

Discounts for large IIOs (see discussion of ‘ICD rebates’ in section 5.3.5) will be
substantially reduced, due to reductions in entitlements held by IIOs and costs avoided
by WaterNSW.

•

Peel valley reached full cost recovery in 2016−17, and charges will decrease over the
2017−21 regulatory period due to the reduction in forecast costs.

•

An efficiency carryover mechanism will be applied to allow WaterNSW to retain
permanent opex savings for four years.
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On‑river IO infrastructure charges contribute to recovering costs associated with:
•

water harvesting and storage (including flood mitigation and asset management of dams,
lakes, weirs and other storage structures), and

•

water transportation and delivery (including taking customers’ orders, determining and
implementing storage releases, monitoring water usage and administering customers’ water
accounts).

On‑river IOs generally recover these costs through a mix of variable volumetric charges, fixed
volumetric charges, and non-volumetric charges:
•

variable on‑river infrastructure charges are generally levied according to the volume of water
delivered to a customer’s extraction point.

•

fixed on‑river infrastructure charges are generally levied on the volume of a particular type of
water access entitlement held by the customer.

•

non-volumetric infrastructure charges may also be applied for particular services or
dedicated infrastructure (e.g. account or meter fees).

4.2.2

Water planning and management charges for on‑river infrastructure
operator customers

An on‑river IO and/or its customers may be subject to WPM charges as described in chapter 3.
In some cases an on‑river IO incurs WPM charges levied by its State government which it
recovers (along with other costs it incurs) through its charges to customers. For example, in
Victoria, on‑river IOs are required to pay to the State Government a certain percentage of the
revenue from their own infrastructure charges as part of the Environmental Contribution order.
This means that infrastructure charges must include a margin to cover the cost of this WPM
charge, as explained in box 4.2.
In other cases, WPM charges may be collected by the on‑river IO on behalf of a Basin State
department. For example, through an agreement, WaterNSW collects WPM charges on behalf
of DPI in addition to collecting its own on‑river infrastructure charges.
On‑river IOs may also collect transactional WPM charges, imposed when a customer undertakes
a particular activity (such as applying for a licence). While these may be levied by the on‑river IO,
the permitted level is generally determined by the regulator.
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Although GMW does not impose any ongoing WPM charges on its on‑river IO customers, the
ESC’s 2013 and 2016 price determinations for rural water businesses made adjustments to
provide for the recovery of Environmental Contribution (EC) amounts by GMW and LMW. These
contributions, as set out in the determination, are at table 4.2.
Table 4.2:

Environmental Contribution amounts set out in the ESC 2013 and 2016
determinations, 2013–14 to 2017−18

Water Authority

Environmental Contribution ($ million, $2015−16)
2013−14

2014−15

2015−16

2016−17

2017−18

2018−19

2019−20

GMW

1.74

1.69

1.65

1.66

1.63

2.64

2.58

LMW

1.63

1.59

1.55

1.50

1.46

a

a
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Box 4.2: Victorian Environmental Contributions

Source: ESC determinations for GMW 2013−16 and 2016−20, and LMW 2013−18; ABS Consumer Price Index.
Note:

a ESC will shortly commence a new determination for LMW which will provide an allowance for the
amount of the environmental contribution for the regulatory period beginning 1 July 2018.

These amounts represent WPM charges imposed on GMW and LMW, which these operators pay
using a proportion of revenues collected via their own charges.125 EC contributions are therefore
‘passed through’ to customers in the form of GMW’s and LMW’s infrastructure charges being
higher than they otherwise would if the charges reflected only infrastructure costs and none of the
costs of WPM activities necessary to support water use.
Victoria’s EC levy is discussed further in section 3.2.2.

4.3

On‑river infrastructure operator hypothetical bills

4.3.1

Approach to hypothetical bills

As with previous water monitoring reports, the ACCC has constructed hypothetical bills to
analyse the level of charges an on‑river IO imposes on its customers. A hypothetical bill is a
simple representation of how regulated charges translate into an individual customer bill, based
on assumptions about the amount of water held and used, and the type of charges likely to be
incurred. Hypothetical bills provide a common framework for analysing and comparing charges
across operators, geographic areas, and time.
The 2015−16 Water Monitoring Report—monitoring approach and assumptions document,
available on the ACCC’s website126, sets out in detail the assumptions of hypothetical bill
calculations. This report also includes individual operators’ 2015−16 schedules of charges, on
which hypothetical bills are based.
Most on‑river IOs charge their customers a fixed volumetric charge to recover at least some of
the fixed costs of providing infrastructure services, and a variable volumetric charge to recover
variable costs. Where the ratio of fixed to variable charges is not broadly in alignment with the
ratio of fixed to variable costs, an IO may rely on variable charges to contribute to funding of
fixed costs or, less commonly, the reverse.

125 EC contributions were first collected in 2004, based on an amount for rural water businesses equivalent to
2 per cent of revenue, and were prescribed in Environmental Contributions Order 2012 to 2016. See also
section 3.1.2.
126 See https://www.accc.gov.au/regulated-infrastructure/water/water-monitoring-reporting under ‘ACCC water
monitoring report 2015−16’.

65

ACCC Water Monitoring Report 2015–16

Typically, fixed volumetric charges are based on the volume of water access entitlement
a customer holds, whereas variable volumetric charges are based on the actual volume of
water delivered to the customer. Additionally, some on‑river IOs also impose non-volumetric
charges. In this chapter, non-volumetric charges are included in the ‘fixed charge’ category
(that is, hypothetical bill results for ‘fixed charges’ includes volumetric fixed charges and
non-volumetric charges).
WPM charges levied in relation to water access rights (see section 3.1.2) are also included in
hypothetical bills to provide a clearer and more realistic picture of the total dollar amount a
typical customer located in a regulated system would pay to receive infrastructure services.
These WPM charges may have fixed, variable or non-volumetric components.
Customers in SA do not currently pay any specific on‑river infrastructure charges. Supply of
water through the Murray-Darling system to South Australia is managed by the MDBA which
does not directly levy charges but receives lump-sum contributions from the South Australian
and other Basin State governments (see section 3.2.1). Water users pay the Natural Resources
Management levy to the SA Department of Environment, Water and Natural Resources
(DEWNR)—this levy has been included in this report as a WPM charge and included in a
hypothetical bill for SA private diverters.
Hypothetical bills only include ongoing infrastructure charges that customers face each year.
Transactional charges that are based on a customer undertaking a particular activity such as
licence or application fees are not included in hypothetical bills. Fees relating to termination and
trade are discussed in chapter 6.
Hypothetical bills for 2015−16 were produced for customers in systems across five on‑river IOs
and for SA private diverters. The bills are presented in tables and charts separately depending
on whether the system is located in the northern or southern MDB, due to the different
characteristics of these regions.127

4.3.2

Hypothetical bills for 2015−16

Total hypothetical bills for on‑river IO customers are presented in table 4.3, assuming the
customer holds 1000 ML of water access entitlement. To demonstrate the effect of variable
charges on the amount payable, bills are shown for two different levels of water delivered as a
percentage of entitlement—50 per cent and 100 per cent. Hypothetical bills are produced for
different entitlement reliability classes, where applicable.

127 In particular, the capacity of storages and the volume of water access entitlement on issue tend to be larger in
the southern MDB compared to the northern MDB. The northern MDB is drier, flatter and has a more variable
landscape than the southern MDB. The southern MDB also receives most of its rainfall during the winter months
whereas the northern MDB receives most of its rainfall during the summer months.
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On‑river IOs—hypothetical bills—1000 ML of water access entitlement, 50 per cent
and 100 per cent water delivered—total bill 2015−16, percentage change 2014−15 to
2015−16 (nominal)

On‑river IO

System

Charge category

50 per cent
delivered ($)

Per cent
change
(nominal),
2014−15 to
2015−16

100 per cent Per cent change
delivered ($)
(nominal),
2014−15 to
2015−16

Southern MDB
Goulburn

GMW

Murray

40 960

11%

40 960

11%

Bulk-Bullarook

329 610

11%

329 610

11%

Bulk-Campaspe

24 860

11%

24 860

11%

Bulk-Goulburn

8 160

3%

8 160

3%

Bulk-Broken

38 430

11%

38 430

11%

Bulk-Ovens

48 450

11%

48 450

11%

Private Diverters—
all basins

13 108

–17%

13 108

–17%

Bulk-Murray

11 800

3%

11 800

3%

Private Diverters—
all basins

15 818

–13%

15 818

–13%

Bulk-Loddon

LMW

Murray

15 597

2%

15 597

2%

SA

Murray

Private Diverter

5 700

3%

5 700

3%

Murray

HS

9 975

–1%

13 660

–2%

GS

7 845

–3%

11 530

–4%

HS

7 395

1%

9 930

0%

GS

5 295

–1%

7 830

–1%

HS

27 435

10%

38 170

8%

GS

15 835

3%

26 570

4%

HS

25 225

11%

34 120

11%

GS

14 385

6%

23 280

7%

HS

30 400

1%

41 240

0%

GS

21 580

1%

32 420

1%

HS

61 970

11%

89 960

11%

GS

33 800

10%

61 790

10%

HS

21 945

1%

28 520

1%

GS

11 385

0%

17 960

–1%

HS

19 505

9%

25 490

8%

GS

12 205

7%

18 190

6%

16 800

3%

23 200

3%

Water

Murrumbidgee

NSW
Lachlan
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Table 4.3:

Northern MDB
Macquarie
Namoi
Water

Peel

NSW
Gwydir
Border
DNRM

Border Rivers
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On‑river IO

SunWater

System

50 per cent
delivered ($)

Per cent
change
(nominal),
2014−15 to
2015−16

Macintyre Brook

42 745

8%

44 800

8%

Cunnamulla

30 390

2%

32 010

2%

Chinchilla Weir

28 885

2%

30 450

2%

St George

20 475

2%

21 100

2%

North branch

50 045

3%

56 930

3%

North branch risk A

19 065

3%

25 950

3%

Sandy Creek/
Condamine River

33 350

2%

35 870

2%

77 605

2%

107 050

2%

Upper
Condamine

Charge category

Maranoa River

100 per cent Per cent change
delivered ($)
(nominal),
2014−15 to
2015−16

Source: ACCC from data provided and published by on‑river IOs.
Note:

4.3.3

HS = high security, GS = general security.

Level and structure of bills

Chart 4.1 compares the total level of bills for different on‑river operators, as well as the split
between different components—fixed (including non-volumetric charges) and variable, and
on‑river and WPM. Bills for operators in the southern MDB and northern MDB are shown in
panels A and B separately.
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On‑river IOs—total hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—fixed and variable WPM
and on‑river infrastructure charge components, 2015−16
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50%

GS

50%

Macquarie

HS

50%

HS

100%

Namoi

50%

GS

50%

100%

Peel

GS

50%

WaterNSW
NSW

HS

100%

100%

100%

Note:

50%

HS

Fixed charges include fixed volumetric and non-volumetric charges.

100%

GS

50%

Gwydir

100%

On-river fixed

Source: ACCC from data provided and published by on‑river IOs.
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100%
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WPM fixed
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Sandy Ck/
Branch
Cond Rvr
risk A
Upper Condamine
Maranoa
Weir
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50%
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WPM variable
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Chart 4.1 indicates the wide variation in bills between operators and systems within NSW.
For example, the hypothetical bill for an on‑river customer in the Murrumbidgee valley is $5 295,
compared with $33 800 in the Peel valley (both 1 000 ML of general security entitlement and
50 per cent delivered).
The bills tend to be higher in the northern MDB than the southern MDB, and higher in the smaller
systems than the larger ones. The total cost of infrastructure such as dams, weirs and monitoring
and regulating equipment will be higher in the larger systems (such as Murray, Murrumbidgee,
Goulburn, Lachlan and Gwydir); however, there are usually economies of scale which mean lower
costs per unit of water stored and delivered, and therefore lower charges. The latter point is
illustrated in chart 4.2 below, which plots the size of hypothetical bills in each WaterNSW valley
against the volume of water entitlements relating to each valley.128
Chart 4.2:

Relationship between hypothetical bills and volume of entitlements (NSW)
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Comparison between operators

$70 000
Peel

$60 000
$50 000
$40 000

Namoi

$30 000

Lachlan
Macquarie

$20 000
Border

Gwydir

Murray

$10 000

Murrumbidgee
$0

0

500 000

1 000 000

1 500 000

2 000 000

2 500 000

Volume of entitlements (ML)
Source: ACCC hypothetical bill for General Security customers 100% delivered as in table 4.3; number of entitlements
from data provided by WaterNSW to ACCC for 2016 annual price reviews.

The highest on‑river IO hypothetical bills in the southern MDB, and in the MDB as a whole,
occur in the GMW-Bullarook system in Victoria, a relatively small system. The highest on‑river IO
hypothetical bill in the northern MDB is for the Maranoa in Queensland.
In addition to the above factors, the lower on‑river IO charges for customers in the NSW,
Victorian and SA Murray areas may be partly explained by the provision of on‑river infrastructure
services by the MDBA. Much of the cost of operating and maintaining on‑river water service
infrastructure in the River Murray System is incurred by the MDBA, which is funded from Basin
State government and Commonwealth government contributions. In NSW and Victoria a portion
of these government contributions is attributed to water users and recovered through levies
on water users. However, since the removal of the Save the River Murray levy from 1 July 2015,
there appear to be no specific charges for recovering SA’s MDBA contributions from water
users.129 Further information on the funding of the MDBA is provided in section 3.2.1 and 4.4.

128 Data is shown here only for WaterNSW, as there are differences in the way that entitlements were reported for
operators in other States that make comparison on a consistent basis more difficult.
129 The NSW Government required WaterNSW to pay $12.7 million towards its MDBA contribution in 2015−16.
Of this amount WaterNSW recovered $10.4 million from users in the Murray valley, representing 64 per cent
of its total revenue requirement for the Murray valley, and $2.3 million from users in the Murrumbidgee valley,
representing 19 per cent of its total revenue requirement for the Murrumbidgee valley.
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Structure of charges
Chart 4.1 also shows the breakdown of total hypothetical bills between fixed and variable
components, as well as the breakdown between on‑river and WPM charges.
The charts show that all on‑river operators except WaterNSW use predominantly fixed rather
than variable charge structures, so that the charges vary little with the volume of water delivered
to customers. In particular, charges are 100 per cent fixed for GMW, LMW and South Australian
on‑river customers. For WaterNSW, DNRM and SunWater customers, the ratios of fixed to
variable charges in on‑river IO hypothetical bills vary considerably. WaterNSW has the highest
reliance on variable charges, with the proportion of the on‑river hypothetical bill attributable to
variable charges ranging from 46 per cent for Gwydir Valley high security up to 91 per cent for
Peel Valley general security (based on 100 per cent delivered).
WPM charges are small in comparison to on‑river infrastructure charges, except in South
Australia where private diverters pay only WPM charges. The WPM amount paid by
South Australian private diverters is larger than for customers in other states but, due to the
lack of infrastructure charges, the total amount of the on‑river bill is smaller. The chart shows
no explicit WPM component for GMW’s charges because GMW recovers its contributions for
WPM through its infrastructure charges.130 For WaterNSW the WPM component ranges from
7 per cent (Peel valley) to 31 per cent (Murrumbidgee valley).
The structure of bills, in terms of the percentage breakdown between charge categories
(fixed and variable, on‑river and WPM) changed little from 2014−15 to 2015−16. This is largely
attributable to the cyclical nature of charge approvals/determinations of on‑river infrastructure
charges by regulators. For the 2015−16 year, the relevant regulatory cycles were as follows:
•

charges for WaterNSW were determined by the ACCC for the July 2014—June 2017
regulatory period

•

charges for GMW and LMW were determined by the Essential Services Commission
(Victoria) for the July 2013–June 2016 and July 2013–June 2018 regulatory periods,
respectively

•

charges for SunWater’s irrigation customers were recommended by the Queensland
Competition Authority (QCA) for the period July 2012–June 2017.131

These cycles are characterised by the regulator setting/recommending a price path at the
beginning of the relevant period and making periodic annual adjustments for the remainder of
the period.132 These pricing mechanisms tend to produce relatively constant charging structures
within a regulatory period, with major changes being more likely to occur when setting charges
for a new regulatory period.

130 In determining GMW’s charges, the ESC incorporates the Environmental Contribution and GMW’s contribution to
Victoria’s funding for the MDBA as part of GMW’s total cost base.
131 SunWater’s irrigation charges are set by the relevant Minister, generally at the levels recommended by the QCA,
whereas in NSW and Victoria the regulatory agencies determine the water infrastructure charges. SunWater
directly negotiates its charges for non-irrigation customers, but the hypothetical bills in this report only cover
SunWater’s irrigation charges.
132 For operators whose charges are determined under the WCIR (GMW, LMW and WaterNSW), the rules permit
the regulator to vary charges during an ‘annual review’ from those determined initially for the period only for
reasons of changes in the demand or consumption forecasts or price stability.
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Year-on-year changes in hypothetical bills

Charts 4.3 and 4.4 show the percentage changes from 2014–15 to 2015–16 in the bills for
each on-river IO system in the southern and northern MDB respectively. As the amounts are
shown in nominal terms; the percentage change in the consumer price index is also shown
for comparison.133

ACCC Water Monitoring Report 2015–16

4.3.4

133 The percentage change in CPI from 2014−15 to 2015–16 is calculated as the percentage change in the financial
year index (average of four quarters, all capital cities) between 2014−15 and 2015–16. The CPI change is
1.38 per cent.
Source: Australian Bureau of Statistics, Consumer Price Index, Australia, Cat. No. 6401.0. This may not match the
CPI used by some regulators to adjust annual charges, as they adjust charges for the coming year on the basis of
a forecast CPI or the known CPI for the previous year.
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Bulk–
Loddon

Bulk–
Bullarook

Bulk–
Goulburn

Goulburn

Bulk–
Campaspe

GMW

Bulk–
Broken

Vic

Bulk–
Ovens

Note:

50%

Murray

Bulk–
Murray

100%

Private
Diverter–
all basins
LMW

Murray

CPI

SA

Murray

Private
Diverter
HS

Murray

GS

GS

WaterNSW
NSW

Murrumbidgee

HS

HS
Lachlan

GS

HS = high security, GS = general security. Since all on-river charges are fixed in GMW, LMW and SA, hypothetical bills are the same for 50 per cent and 100 per cent delivered for
these operators.

Private
Diverter–
all basins

On-river IOs—southern MDB—percentage changes in total hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent
water delivered, 2014–15 to 2015–16 (nominal)

Source: ACCC from data provided and published by on-river IOs.
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On-river hypothetical bills increased in 2015–16 for most operators. Nominal decreases
occurred in only six of the 36 hypothetical bills, namely, for GMW’s two private diverter bills and
WaterNSW customers in the Murray (HS and GS bills), Murrumbidgee (GS only) and Gwydir (GS
only) valleys. The decreases were concentrated in the southern MDB.
The percentage change in on-river bills varied widely, although it was low (close to the CPI
increase) in many areas. There were notably larger movements in the following areas:
•

increases in GMW bulk bills for most basins (Loddon, Bullarook, Campaspe, Broken, Ovens)
by 11 per cent, except for the Goulburn and Murray basins (which increased by 3 per cent)

•

decreases in GMW bills for private diverters by 13–17 per cent

•

increases in WaterNSW bills in the Lachlan, Macquarie, Peel and Border valleys by
7–11 per cent

•

increases in SunWater bills for Macintyre Brook by 8 per cent, but by close to the CPI in
other areas.

For GMW, the difference between valleys reflects GMW’s policy, endorsed by the regulator, the
ESCV, to move towards a more cost-reflective charge structure. This entails larger increases for
some of the smaller basins, which tend to have higher costs per unit of water supplied.134
For WaterNSW customers, bill movements in different valleys largely reflect water availability,
due to the approach adopted by the ACCC as regulator for the 2014–17 period. This established
an ‘unders and overs’ mechanism (UOM) for annual adjustment of charges. The larger increases
in charges tend to reflect low water availability in the previous year, which resulted in an underrecovery of forecast revenue by WaterNSW, mainly in northern valleys. The UOM mechanism
produces an upward adjustment in charges in the next year, which restores part of the operator’s
lost revenue.
Further, for WaterNSW there were larger increases in high security (HS) charges than general
security (GS) in several valleys (in particular, Lachlan and Macquarie) because the pricing
approach incorporates premiums for HS customers which reflect the availability of HS water
relative to that for GS.135 As percentage allocations for HS remained high while allocations for GS
were much lower in 2015–16 than in previous years, the HS premiums increased.
The larger increase in charges for Macintyre Brook was based on the Queensland Competition
Authority’s (QCA) recommendation that its fixed charges should increase by $2 per ML per
annum in real terms until cost recovery is achieved. For other SunWater systems which had
already achieved cost recovery, charges were increased by CPI.136
The percentage change in hypothetical bills from 2014–15 to 2015–16 tends to be similar
whether the percentage delivered is 50 per cent or 100 per cent, as can be seen in charts 4.3 and
4.4. For those IOs that have wholly fixed charges (GMW and LMW), the total bill for an irrigator,
and therefore the percentage increase, is not affected by variation in the percentage delivered.
Even for the other operators, the percentage change for 50 per cent delivered was close to that
for 100 per cent delivered because either the percentage change in fixed charges was close to
that for variable charges, and/or the variable portion was small and did not have a big impact on
the overall bill.

134 Essential Services Commission, Price Review 2013: Rural Water Businesses — final decision, June 2013.
135 This is based on a formula that derives the premium as the product of:
• the ratio of the average percentage allocation to HS entitlement holders to the average percentage allocation
to GS entitlement holders over the previous 20 years, and
• a ratio based on the conversion rate between GS and HS entitlements in the relevant water sharing plan.
136 QCA, Final Report, SunWater, Irrigation Price Review: 2012–17, Volume 1, May 2012, p. 332.
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Unit hypothetical bills

In addition to considering total hypothetical bills faced by customers, bills may also be
considered on a per-unit basis. This can be more helpful for situations with different levels of
water entitlement or delivery from those assumed for the hypothetical bills shown here. There
are different ways to approach this analysis:
•

in terms of $ per ML of water access entitlement held, which is more relevant to comparison
of the efficiency of infrastructure service provision or overall costs of holding entitlements

•

in terms of $ per ML of water delivered, which allows assessment of the cost of water
infrastructure services as an input into production processes.

These approaches are presented in turn below.

Bills per ML of water access entitlement held
For all on-river IOs except GMW and LMW, hypothetical bills per ML of entitlement are not
affected by the volume of water access entitlement held. However, for GMW and LMW’s private
diverter customers, bills in per ML terms decline as the volume of entitlement increases. This
is due to the effect of fixed non-volumetric fees imposed by GMW and LMW. These fees are
only imposed once per licence or per service point (rather than per ML held or delivered), and
therefore as the volumes of WAE held increases, the amount of the non-volumetric fees is
spread over a larger volume. Table 4.5 shows the per ML hypothetical bill for three volumes of
WAE held by private diverters in GMW and LMW.
Table 4.5:

On-river IOs—$ per ML hypothetical bills for GMW and LMW private diverter
customers—50 ML, 250 ML and 1000 ML of water access entitlement, 2015–16137

Operator System

Charge Category

GMW

Goulburn
Murray

LMW

ACCC Water Monitoring Report 2015–16

4.3.5

50 ML $/ML
WAE held

250 ML $/ML
WAE held

1000 $/ML
WAE held

Private diverter—all basins

16.61

14.61

13.11

Private diverter—all basins

21.48

17.56

15.82

17.50

15.90

15.60

Murray

Source: ACCC from data provided and published by on-river IOs, based on $ per ML of WAE held, with
100 per cent delivered.

For operators who levy variable charges, the bill per ML of entitlement held varies with the
percentage of water delivered (although it does not vary with the volume of WAE held.) Due to
the variable component, the bill per ML of entitlement held is higher with higher percentages of
water delivered. For example, for WaterNSW’s Murray valley GS private diverters, the per ML bill
increases from $7.85/ML with 50 per cent delivered to $11.53/ML with 100 per cent delivered.

Bills per ML of water delivered
Expressing bills as amounts per ML of water delivered may be helpful when considering the
economic efficiency of production processes, and comparing the unit ‘cost of water’ (inclusive of
water charges, and other costs such as costs of purchasing water rights, if applicable) with unit
crop values.
For any given level of entitlements, the volume delivered fluctuates between seasons, due to
both supply side (water availability) and demand side (crop needs, seasonal conditions, etc.)
factors. Accordingly, the total bill viewed in terms of $ per ML delivered can be substantially
higher in seasons of low water delivery compared to those with high deliveries. The variability of
bills with volume delivered is most marked with operators with predominantly fixed charges.
Table 4.6 shows the differences for a sample of systems.

137 Since all charges are fixed in GMW and LMW, these results do not vary with the percentage delivered.
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Table 4.6: Hypothetical bills per ML of water delivered, for selected operators, 50 per cent and
100 per cent delivered, 2015–16
Operator

System

Charge Category

50%
($/ML delivered)

100%
($/ML delivered)

GMW

Goulburn

Private diverters

LMW

Murray

29.22

14.61

31.79

15.90

WaterNSW

Lachlan

WaterNSW

Peel

General Security

31.67

26.57

General Security

67.60

SunWater

Maranoa Weir

61.79

155.21

107.05

Source: ACCC from data provided and published by on-river IOs, for 250 ML of water access entitlement.

Table 4.6 indicates, for example, that the bill per ML delivered for GMW’s Goulburn private
diverters with 50 per cent delivered would be around twice the level with 100 per cent delivered.
By contrast, for WaterNSW GS customers in the Peel valley (which has high variable charges),
the bill per ML delivered is only about 10 per cent higher for 50 per cent compared with
100 per cent delivered.
Charging arrangements which rely more on fixed charges are generally preferred by the
infrastructure operators as this charge structure reflects that costs associated with water
infrastructure are predominantly fixed, and many infrastructure services (e.g. maintenance of
dams and weirs) are provided regardless of whether water is delivered.
By contrast, a higher reliance on variable charges is generally preferred by irrigators—especially
those producing annual crops—as this better matches cycles in irrigators’ farm cash incomes.
Put differently, irrigators generally prefer the unit cost of water actually used as an input to
production processes to remain stable over time. A greater reliance on variable charges results
in the operator bearing more of the risk from variability in water availability, whereas a greater
reliance on fixed charges imposes more of that risk on customers.

4.3.6

Longer term trends in hypothetical bills

The ACCC has produced hypothetical bills for on-river IO customers since 2009–10.138 The
following section provides an analysis of trends in on-river IO charges as represented through
hypothetical bills.
The total change in on-river IO bills over each year from 2009–10 to 2015–16 is set out in
chart 4.5139 and chart 4.6.

138 Where assumptions for calculating on-river infrastructure bills have changed during these six years, the
assumptions adopted for the 2015–16 report have been applied across all previous years to enable accurate
comparison.
139 No water charge information is available for DNRM or SA private diverters in relation to 2009−10 charges,
therefore charts 4.5 and 4.6 do not include these systems. Hypothetical bills for SA private diverters increased by
around 7 per cent in real terms over the period 2010−11 to 2015–16 and for DNRM around 9 per cent.
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2009–10
to
2015–16

Bulk—
Campaspe

2009–10
to
2015–16

Bulk—
Loddon

Bulk—
Ovens

2009–10
to
2015–16

Vic—GMW

Bulk—
Broken

2009–10
to
2015–16

Goulburn

Bulk—
Goulburn

2009–10
to
2015–16

Notes:

Private
Diverters

2009–10
to
2015–16

Bulk

50%

Private
diverters

2009–10
to
2015–16

Murray

2009–10
to
2015–16

SA
100%

Murray

Vic—
LMW

Private
diverters

2009–10
to
2015–16

LMW

Murray

2009–10
to
2015–16

Murray
HS

2009–10
to
2015–16

Murray
GS

2009–10
to
2015–16

2009–10
to
2015–16

NSW

WaterNSW

Murrumbidgee Murrumbidgee
GS
HS

2009–10
to
2015–16

2009–10
to
2015–16

Lachlan
GS

2009–10
to
2015–16

Lachlan
HS

HS = high security, GS = general security. In Victoria, there are no variable charges imposed, so hypothetical bills are the same regardless of the volume of water actually
delivered, and a single line is used to represent both 50 per cent and 100 per cent water delivery scenarios. To assist the readability of the chart, not all years are shown along
the horizontal axis.

Source: ACCC from data provided and published by on-river IOs.
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Chart 4.5: On-river IOs—southern MDB—total hypothetical bills from 2009–10 to 2015–16—1000 ML of water access entitlement, 50 per cent and 100 per cent
water delivered (real, $2015–16)
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GS

Macquarie

HS

HS

Namoi

GS
Peel

GS

NSW–WaterNSW

HS

Notes:

Gwydir

GS

HS

50%

Border

GS

100%

Qld–DNRM

Border
Rivers

Macintyre Cunnamulla Chinchilla
Brook

HS = high security, GS = general security. To assist the readability of the chart, not all years are shown along the horizontal axis.
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North
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Qld–Sunwater
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Risk A
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Source: ACCC from data provided and published by on-river IOs.

$0

$20 000

$40 000

$60 000

$80 000

$100 000

$120 000

Chart 4.6: On-river IOs—northern MDB—total hypothetical bills from 2009–10 to 2015–16—1000 ML of water access entitlement, 50 per cent and 100 per cent
water delivered (real, $2015–16)
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For hypothetical bills in the southern MDB between 2009–10 and 2015–16:
•

Increases in bills tend to have been lowest in systems where there are larger volumes of WAE
and/or usage over which to spread costs, namely Goulburn and Victorian Murray, NSW
Murray, SA Murray and Murrumbidgee.

•

Increases have been lowest for private diverters along the southern rivers—in particular, in
GMW’s Goulburn system, there was a real decrease of 7 per cent over the period, mostly due
to the decrease of around 18 per cent in 2015–16. However, for GMW’s private diverters in
the Murray system, there has been an increase of 7 per cent in bills since 2009–10.

•

The most significant increase over the period occurred in GMW’s Loddon system, where bills
have more than doubled in real terms (111 per cent).

•

Hypothetical bill increases for LMW over the period (16 per cent) were considerably lower
than that of most GMW systems.

•

For WaterNSW systems, increases over the time period varied substantially. For example,
in the Murrumbidgee valley, hypothetical bills increased in real terms by around 2 per cent,
whereas bills for general security customers in the Lachlan system increased by 68 per cent.

•

The only large increase for WaterNSW’s Murray valley occurred in 2014–15, due to a sharp
increase in the NSW contribution to the MDBA and consequent cost recovery from water
users. Notwithstanding, bills for Murray and also Murrumbidgee remain among the lowest of
all MDB systems.

•

The significant increases in GMW bills for Loddon, Bullarook, Campaspe, Broken, and Ovens
basins in 2015–16 were part of a longer-term pattern of sustained increases since 2009–10—
on average over 10 per cent real per annum.

ACCC Water Monitoring Report 2015–16

Since 2009–10, hypothetical bills for on-river IOs have increased in most networks across the
MDB (29 out of 36 hypothetical bills). Six of the seven systems where bills decreased were in the
Queensland MDB.

For hypothetical bills in the northern MDB:
•

Hypothetical bills for WaterNSW customers increased in all valleys across the period:
–– The size of increases for general security customers ranged from 12 per cent (Gwydir GS)
to 94 per cent (Peel HS) in real terms (for 100 per cent water delivered)
–– Hypothetical bills for WaterNSW customers holding high security WAE have generally
increased at a faster rate than for general security customers.

•

WaterNSW valleys of Lachlan, Macquarie, Namoi, Gwydir and Border experienced large
increases for high security entitlement holders, averaging 61 per cent over the six-year
period, but the main increases were implemented in the early years (2010–11).

•

In NSW, the rate of increase in hypothetical bills has generally slowed since 2010–11 and
in some valleys (e.g. Gwydir–GS and Border–HS) hypothetical bills decreased in 2014–15.
Trends in NSW hypothetical bills reflect the regulated charges as determined in pricing
decisions undertaken by IPART (for the period 1 July 2010 to 30 June 2014) and the ACCC
(for the period 1 July 2014 to 30 June 2017).

•

The WaterNSW valley with the largest increase since 2009–10 was Peel, with a 94 per cent
increase in real terms over the period. This reflected policies over the past decade by
governments and regulators to progressively increase the extent of cost-recovery for Peel,
which has a high cost structure relative to most other MDB areas and initially a lower level of
cost recovery.

•

In Queensland, hypothetical bills increased in most years in most systems but a sharp decline
in 2012−13 had a substantial effect on the overall level of hypothetical bills over the reported
period.

•

Hypothetical bills in several of SunWater’s systems in Queensland fell over the period
(St George, Upper Condamine, Chinchilla and Cunnamulla).
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•

The variations in hypothetical bills for SunWater systems are the result of changes to its tariff
structure. As seen in chart 4.6, all SunWater systems show a significant change in 2012−13.
In that year, the Queensland Competition Authority (QCA) undertook a price review for
SunWater’s irrigation customers for the period 2012 to 2017.140 In this review, SunWater’s
tariff structure was substantially rebalanced, and the QCA recommended a subsequent
price path whereby prices would be maintained in real terms (assuming annual inflation
at 2.5 per cent until 2017), except for systems that were determined to be below lower
bound pricing.

•

Hypothetical bills for customers in the Maranoa River system increased markedly over the
period, primarily due to the changes in 2012–13. Maranoa’s hypothetical bill should be viewed
in the context of its special features among SunWater schemes. Maranoa’s charges had been
entirely fixed (based on entitlements) for the 2011–16 period, whereas other schemes had
multi-part tariffs (e.g. charges in St George were 70 per cent fixed and 30 per cent variable).
Following the QCA’s review for the 2012–17 period, the balance was changed so that charges
were set to raise approximately 90 per cent of revenue from fixed charges and 10 per cent
from variable charges, for Maranoa and other SunWater schemes.141 The new variable charge
for Maranoa was calculated on the basis of water usage at the historical level of about
6 per cent of entitlements. Given the ACCC’s standard approach to hypothetical bill analysis
assumes usage at either 50 or 100 per cent of entitlement, the bills prepared for Maranoa do
not reflect the historic usage levels, and as such show much larger variable charges than are
likely to actually occur in this system, based on historical data.142

4.4

Cost recovery for infrastructure services provided by
MDBA and BRC

This section provides an overview of cost recovery of infrastructure services provided by
the Murray‑Darling Basin Authority (MDBA) and the Dumaresq-Barwon Border Rivers
Commission (BRC).

MDBA cost recovery
Much of the cost of operating and maintaining on-river water service infrastructure in the
River Murray System is incurred by the MDBA. While there is scope for the MDBA to impose
charges to directly recover its costs associated with the River Murray System, the MDBA does
not currently impose such charges.143 The MDBA relies on contributions from Basin State and
Commonwealth governments, which are made pursuant to the Murray-Darling Basin Agreement.
There is a range of different approaches by state governments to recovering these contributions
and the extent to which costs are recovered from water users varies. Box 4.3 provides
information on MDBA contribution and cost recovery arrangements.

140 QCA, Final Report SunWater Irrigation Price Review: 2012–17, Vol. 1, May 2012.
141 QCA, Final Report SunWater Irrigation Price Review: 2012–17, p. xxxiii.
142 QCA, Draft Report, SunWater Irrigation Price Review: 2012–17, Vol. 2: Maranoa River Water Supply Scheme,
November 2011, p. 42.
143 Water Act 2007 (Cth), s. 212.
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The MDB Agreement does not set out any requirements on how MDBA joint activities
funding is reported by states. These joint activities include infrastructure operation as well as
WPM activities. Governments fund their contributions in a number of ways which affect the
charges paid by the customers of on-river infrastructure operators. Further information on
MDBA funding is provided in section 3.2.1.
The Commonwealth covers its contributions for joint activities and the agency costs of the
MDBA through consolidated revenue.
NSW recovers some of the contribution costs through a revenue requirement on WaterNSW
which is built into the infrastructure charges recovered from its customers. Further NSW
contributions are funded through WPM charges levied on water users by DPI Water but
collected by WaterNSW. The remaining costs are funded from general State revenue.
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Box 4.3: Recovery of MDBA contributions

Victoria also recovers part of its costs for MDBA contributions from water users. GMW
included MDBA costs in its expenditure forecasts for the 2013 and 2016 ESC price
determinations.144 Victorian water users also fund some MDBA costs through the
Environmental Contribution (see chapter 3).145
Since the removal of the Save the River Murray Levy (a WPM charge levied on SA water
customers) from 1 July 2015, the SA Government’s contribution to the MDBA appears to be
funded from general government revenue.

BRC cost recovery
Hypothetical bills in the Border Rivers systems of both WaterNSW and DNRM tend to be lower
than in other northern MDB systems. This could reflect a range of factors, including:
•

a larger volume of entitlements and usage in these systems relative to other northern
MDB systems

•

the impact of cost recovery for activities undertaken by the BRC.

Key water service infrastructure in these systems including the Glenlyon Dam and Boggabilla
Weir is overseen by the BRC in accordance with the Border Rivers Agreement. The BRC has
arrangements with WaterNSW and SunWater to conduct operations on its behalf.
The BRC’s revenue is predominantly from contributions from the NSW and Queensland
Governments which provided $1.1 million each in 2015–16.146 These contributions are recovered
from water users in different ways and to different extents.
•

In NSW, BRC contributions are indirectly recovered through charges imposed on water
users. WaterNSW was required by the NSW Government to provide $0.7 million of the NSW
contribution, and this amount was then incorporated in WaterNSW charges determined by
the ACCC for 2014−17. DPI Water funded the remaining $0.4 million, which was incorporated
in DPI Water’s charges to water users, as determined by IPART.

•

For Queensland, DNRM determines charges for users of the Dumaresq-Border water
infrastructure, but there is no publicly available information for either DNRM or SunWater
that identifies how or to what extent contributions to BRC costs are passed through to water
users through specific charges.

144 ESC Victoria (prepared by Cardno Consultants), 2012 Review of Prices—Assessment of Expenditure Forecasts
for Goulburn-Murray Water, 2012, p. 22. The report shows GMW incorporating MDBA costs into its expenditure
forecasts for the period of Water Plan 3 (with significant increases for 2013−14 to 2015−16).
145 DEPI’s 2015–16 RFI response noted an $11.8 million payment made from the Environmental Contribution for
MDBA activities.
146 Dumaresq-Barwon Border Rivers Commission, Annual Report 2015–16, Notes to financial statements.
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As with MDBA contributions, the influence of BRC contributions on on-river IO hypothetical bills
(and the proportion of these contributions attributed to users) can be difficult to ascertain.

5.

Off‑river infrastructure operators

This chapter relates to off‑river infrastructure operators (off‑river IOs) with a focus
on charges payable for access to and use of their networks. In particular, this chapter
discusses:
•

the characteristics of off‑river infrastructure operators and their customers

•

tariff structures and charge types

•

how off‑river IOs pass through WPM and on‑river infrastructure charges

•

the overall size of off‑river IO hypothetical bills and the components of these
bills and

•

changes in off‑river IO hypothetical bills over time.

Boom spray, Auscotton farm
Photographer: John Baker. Photograph provided courtesy of MDBA.
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Key points
Hypothetical bills increased in about two-thirds of the networks between 2014−15 and
2015−16. Overall, changes are mostly small, ranging from increases of 6 per cent (nominal)
to decreases of a similar size. Key observations are:
•

The largest bill increase was for Tenandra (around 20 per cent), following a major
upgrading of infrastructure.

•

The next largest increases were for Murrumbidgee Irrigation, Hay, Narromine and
SunWater-St George—around 5−8 per cent for all hypothetical bill categories in these
networks.

•

Bills for Eagle Creek and WMI-Buronga also increased by about 6 per cent for customers
with 50 per cent water delivered, due to increases in fixed charges.

•

There were small percentage increases in off‑river bills in several areas—in LMW, Moira,
Coleambally and GMW areas other than Shepparton (0−3 per cent, close to the CPI
increase).

•

The largest decrease in bills was around 18 per cent for Coleambally, from a substantial
reduction in the access fee, made possible by an improvement in Coleambally’s budget
position for 2015−16 due to sales of water obtained from water efficiency measures.

•

There were modest reductions in bills in several other areas—around 5−6 per cent for
GMW‑Shepparton, Murray Irrigation and Jemalong. The reduction for GMW-Shepparton
reflected moves by GMW to rebalance charges for infrastructure access and use for
different districts in the gravity-fed districts towards a more uniform level. This was
on the grounds that the previous differentials were no longer justified with a more
centralised distribution network.147 The reduction for Murray Irrigation was due to the
removal of a fixed drainage fee.

•

CIT bills decreased by 2−4 per cent, while bills for GMW-Loddon Valley and Central
Goulburn and WMI-Curlwaa decreased by around 1−2 per cent.

•

The structure of bills, in terms of the relationship between fixed and variable charges or
off‑river, on‑river and WPM charges, did not change greatly in 2015−16.

Over the seven year period since 2009−10, the average increase in off‑river hypothetical bills
was 14 per cent in real terms, but there were substantially higher increases in some of the
smaller systems. Off‑river operators, except GMW, LMW and SunWater, set their own prices,
but movements in charges for all operators reflect a number of factors including changes in
costs, government assistance and numbers of charging units.
While nearly all off‑river operators incur on‑river and WPM charges which they pass on to
their customers, charges for their off‑river operations make up the predominant part of
their charge revenue. The on‑river component, however, is relatively high for operators in
WaterNSW’s Lachlan and Macquarie valleys, and its contribution to total bills has grown over
the period since 2009−10.

5.1

Off‑river infrastructure operator characteristics

Off‑river infrastructure operators (off‑river IOs) generally extract water from a natural
watercourse and deliver it to their customers through their networks of channels and/or pipes.
The off‑river IO is responsible for off‑river delivery and maintaining the network but can also
provide other services such as managing water access rights on behalf of customers.

147 This was part of a charge rationalisation plan, begun in 2013, which was generally accepted by the ESCV and
implemented further in charges for the 2016−20 regulatory period.
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An off‑river IO’s network can be gravity-fed (consisting of channels and/or pipes) or pressurised
(piped networks only). Pressurised networks generally have higher operating costs compared
to gravity-fed networks due to the higher energy costs required to pump water around the
network. This chapter analyses off‑river infrastructure charges separately for pressurised and
gravity-fed networks, where relevant.
This chapter presents information on 19 reporting off‑river IOs in the MDB that service more
than 10 GL of water access entitlement. These 19 off‑river IOs vary greatly in their governance
structure, location, number and type of customer they service, the volume of water held and the
volume of water delivered. Table 5.1 sets out characteristics of these entities.
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Most off‑river IOs in the Murray-Darling Basin (MDB) deliver water for the primary purpose of
irrigation, and are also therefore considered ‘irrigation infrastructure operators’ (IIOs) under
the Act. However, this report refers to off‑river IOs generally, unless a specific reference to ‘IIO’
is necessary.
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Gravity–fed

Gravity–fed

Gravity–fed

Gravity–fed

MIL

Moira

West Corurgan

WMI

Lachlan

Murrumbidgee

Gravity–fed

Eagle Creek d

NSW Murray

Pressurised/
gravity–fed

MI

Gravity–fed

Gravity–fed

Hay

Jemalong

Gravity–fed

Coleambally

Pressurised/
gravity–fed

LMW

Victorian Murray

Pressurised/
gravity–fed

Pressurised

RIT

GMW c

Pressurised

CIT

SA Murray

Goulburn/
Victorian Murray

Type of
network

No

Yes

Yes

Yes

Yes

No

No

Yes

No

Yes

Yes

Yes

No

Upgrade or
restructure
2015−16

Off‑river IOs—characteristics, 2015−16

SDL resource unit Off‑river IO

Table 5.1:

(7%)

(2%)
–
–

3435
–
–

2 280

(8%)

74 543

(13%)

(32%)

(19%)

–

(4%)

(2%)

–

Conveyance

17 911

207 297

–

117 371

–

–

–

292 010

15 981

(61%)

(1%)

–

–

359 751

289 000 (76%) 609 295

74 892

30 634

1 025 776

13 880

–

–

–

(0%)

–

(2%) 360 389

–

–

–

General security

5 409

–

9 311

41 366 (22%)

–

–

121 638 (10%)–

1 029 406 (44%)–

37 823

115 585 (20%)–

High security b

WAE a held by operator (ML)/(per cent of WAE on issue*)

(100%)

(55%)

–

(31%)

–

–

–

8 032

–

16 763

526 278

1 535

183 687

25 635

14 706

16 017

582 772

106 298

–

(88%)

1 206 112

32 771

112 781

–

–

–

Total volume
delivered by
operator in 2015–16
(ML)
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Trangie–Nevertire d Gravity–fed

Gravity–fed

No

Gravity–fed

Tenandra d

SunWater

No

Gravity–fed

Narromine

No

No

No

Gravity–fed

Marthaguy d

No

Gravity–fed

Buddah Lake d

3 700 (21%)
–

31 102

–

–

––

13 716

–

–

–

35 774

19 325

–

–

32 471

–

–

Notes:

–

(5%)

(2%)

(6%)

(3%)

(5%)

–

–

–

–

–

–

–

–

–

–

–

50 975

5 791

6 150

3 521

4 749

2 251

* Number in brackets shows WAE held by operator as percentage of WAE on issue for given type of licence and SDL resource unit. – indicates not applicable, or, for
Condamine/Balonne, not available. Eagle Creek, Moira, West Corurgan, Buddah Lake, Marthaguy, Narromine, Tenandra, Trangie-Nevertire did not report entitlement class for
non-conveyance entitlements. Entitlements for these operators are assumed to be General Security. Volume of GS and HS for Jemalong, MI, MIL and WMI derived using total
WAE reported in 2015−16 and data on entitlement by class held in 2013. Narromine reported conveyance entitlements, which have been grouped with ‘General Security’ as
‘Conveyance’ is not a separate entitlement type in the Macquarie system. a WAE = water access entitlement. b For SA Murray, ‘high security’ = high reliability entitlements classes
1, 3a, and 3b. c WAE volumes for GMW are sum of high reliability water shares in the following irrigation districts: Campaspe, Central Goulburn, Loddon Valley, Murray Valley,
Nyah, Rochester, Shepparton, Torrumbarry, Tresco, Woorinen; data extracted from the Victorian Register April 2017. Note that since water shares may be extracted within an
irrigation district without being ‘associated’ with a district in the register, the values reported in the table above may under-estimate the total proportion of WAE in relevant
valleys held within GMW irrigation districts. d WAE volumes reported for joint water supply schemes—Buddah Lake, Eagle Creek, Marthaguy, Tenandra and Trangie-Nevertire—
are jointly held by all customers, not by the operator on behalf of members.

Source: ACCC from data provided and published by off‑river IOs, MDBA, NSW and Victorian Water Registers.

Condamine–
Balonne

Macquarie
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Box 5.1: Small off-river infrastructure operators
In addition to collecting information from these reporting off-river IOs, the ACCC also
collects information from a range of smaller off-river IOs that service less than 10 GL of
water access entitlement. Information is collected to assess compliance with the water
charge rules and water market rules.
In NSW, these off-river IOs are typically joint private works, as provided for under the NSW
Water Management Act 2000. They are also typically located along the Murray River and
have a very small customer base.
The charging arrangements of these small off-river IOs are generally straight-forward.
Typically, a fixed and a variable charge are imposed on customers.
Table 5.2: Small operator characteristics
Off river IO

Upgrade or
restructure in
2015-16

Vol. WAE held
by operator
(ML)

Total volume
delivered by
operator in
2015–16

Total vol.
transformed in
2015–16 (ML)

Total vol.
terminated in
2015 16 (ML)

BungunyahKoraleigh

No

HS: 1714
GS: 376

1117

45

44

Bringan

No

4172

2531

–

–

Glenview

No

619

69

–

114

Goodnight

No

1547

930

–

–

Pomona

No

HS: 3174
GS: 584

1272

288

350

West Cadell

No

3280

499

–

–

Coliban

No

15 742

6690

NA

39

a

Source: ACCC from data provided and published by off-river IOs.
Note:

5.2

a While Coliban holds a volume of water access entitlement greater than the 10 GL threshold for
small operators, the majority of Coliban’s customers are urban, and Coliban cannot give effect to
transformation. For these reasons, the ACCC does not prepare a hypothetical irrigator bill for Coliban
or report on Coliban’s terminations in chapter 6.

Customers receiving off‑river infrastructure services

Off‑river IO customers have water delivered to their property through the off‑river IO’s network.
The majority of off‑river IO customers are irrigators, but the operators may also deliver water for
stock and domestic, manufacturing, mining, environmental and other purposes.
Information on the characteristics of irrigators in the MDB in the three southern Basin States is
available from an irrigator survey conducted by the University of Adelaide researchers in 2015:
89% of irrigated farms in SA earned most of their income from horticulture; 45% in NSW
earned most of their income from broadacre and 41% in VIC earned most income from dairy.
NSW irrigators had the largest irrigated area with an average of 392 hectares (ha); followed
by 187 ha in Victoria and 45 ha in SA. NSW farms also had an average of 1257 ha of dryland
area; VIC=264 ha of dryland and SA 139 ha.
In irrigation districts, VIC irrigators owned the most high security water entitlements
(average=350 ML); followed by SA=171 ML; and NSW=113 ML. Average general security
entitlements owned in NSW was 863 ML; and average low security [entitlement] in VIC was
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A further University of Adelaide survey reported irrigation customers’ views on the water charge
rules.149 Information from this survey regarding irrigators’ water delivery rights holdings and their
participation in water delivery right markets is outlined in section 6.3.3.
In 2015 the ACCC also commissioned the Australian Bureau of Agricultural and Resource
Economics and Sciences (ABARES) to survey irrigators to examine their experiences of water
trading and issues associated with the water charge rules.150 Irrigators’ responses, in particular
on their operator’s schedule of charges, were outlined in the ACCC’s water monitoring report for
2014−15.

5.3

Charging arrangements for off‑river infrastructure
operators
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156 ML. This pattern of ownership for high, general and low security [entitlement ownership]
was reflected for private diverters; but private diverters owned far less water overall. Similarly,
NSW used on average the most amount of water (1365 ML on average); followed by VIC
(668 ML) and SA (408 ML). Carry‑over use also varied similarly by state.148

As discussed in section 2.3.2, charges can broadly be categorised as follows:
•

A volumetric charge is imposed according to the volume of a water right or physical amount
of water. It can in turn be a:
– fixed volumetric charge: a charge based on the volume of a water right held (either
as a water access right or irrigation right)
– variable volumetric charge: a charge based on the volume of the right that is utilised
in a particular manner (normally, the volume of water delivered).

•

A non-volumetric charge is one that does not reference a volume of a water right, such as
charges per property, account, hectare or outlet.

Off‑river IOs levy a combination of these charges in order to recover the costs associated with:
•

the day-to-day operation of off‑river networks, whether pressurised or gravity-fed, for the
physical delivery and/or drainage of water

•

maintaining and renewing infrastructure, and

•

meeting overheads.

In relation to water access rights it holds or uses to deliver water to its customers, an off‑river IO
may also incur:
•

water planning and management (WPM) charges (as described in chapter 3)

•

on‑river infrastructure charges (as described in chapter 4).

IOs’ approaches to passing through the costs of WPM and on‑river infrastructure charges vary
and are considered separately in section 5.3.5.
Table 5.3 summarises the charging arrangements off‑river IOs have in place to recover the costs
of operating their networks.

148 S Wheeler and A Loch, University of Adelaide, letter to survey respondents, February 2016.
149 A Zuo, S Wheeler and A Loch, Short survey of southern Murray-Darling Basin irrigators’ views on the review of
the water charge rules—Final Report, University of Adelaide report to client prepared for the ACCC, Adelaide,
May 2016.
150 A summary of the ABARES report is available from the ACCC’s website: https://www.accc.gov.au/regulatedinfastructure/water/water-projects/review-of-the-water-charge-rules-advice-development/draft-advice,
accessed March 2017.
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n/a (see 5.3.3)

per ML/Day

per ML of WDR

per ML of WDR

per ML

per ML of WDR

per ML

per ML of WDR (adjusted) (see 5.3.1)

per ML of WDR + per ML of peak flow

Per ML of WDR —three tiers

per ML of WDR

per ML of WDR

per ML of WDR

per 1250 ML per month

per ML of WDR

per Delivery Share

per ML

per ML

GMW

LMW

West Corurgan

Moira

MIL

Eagle Creek

WMI

Coleambally

MI

Hay

Jemalong

Narromine

Buddah Lake

Trangie-Nevertire

Tenandra151

Marthaguy

SunWater

Where an operator’s schedule of charges uses operator-specific terms, these have been replaced with ‘WDR’.

per ML

per ML

per ML

per ML

per ML

per ML

per ML delivered

per ML delivered

per ML delivered

n/a

per ML water usage above
allowance

per ML

per ML delivered—three tiers

per ML

per ML

per ML delivered

per ML



























Casual use
charge

Variable





Separate drainage
charge (see 5.3.2)

















Non-volumetric
charges
(see 5.3.3)

151 From 1 January 2016, Tenandra’s fixed charge is based on Delivery Shares. Scheme Delivery Entitlements are 20ML/year per ML of Delivery Share, with a pumping surcharge
applying to any volume delivered over a member’s Scheme Delivery Entitlement.

Note:







cents/KL

per ML delivered

Basis of charge

Volumetric charges
Separate drainage
charge (see 5.3.4)

Source: ACCC from data provided and published by infrastructure operators.

per ML of WDR

Fixed

RIT

Basis of charge

Off‑river IOs—charging arrangements, 2015−16

CIT

Operator

Table 5.3:
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•

fixed volumetric charges based on WAE or WDR held

•

variable volumetric charges based on water usage.

These charges are generally applied to all customers within a particular class or receiving a
particular service and raise the most revenue for IIOs. However, there are several other types
of charges that are less universally used (either applied only by a few operators or only to
customers in particular circumstances), namely:
•

volume-tiered charges

•

casual use charges

•

non-volumetric charges

•

drainage charges.

The subsections below briefly describe how operators use these charges and also how they
recover WPM and on‑river infrastructure charges from customers.

5.3.1

ACCC Water Monitoring Report 2015–16

The most common types of charges off‑river IOs use are:

Tiered charging arrangements

As noted above, off‑river IOs generally apply constant volumetric charges (at least for
usage up to the volume of a customer’s WDR, after which casual usage charges generally
apply). However, three off‑river IOs impose different volumetric charge amounts for different
volume levels:
•

Western Murray Irrigation (WMI) imposes a fixed ‘Access fee for delivery entitlement’ and
a variable charge for ‘water usage above access fee allowance’. Customers pay no variable
charge for water use up to a set allowance (which is a specified percentage of delivery
entitlement), and pay the variable usage charge only for usage above this allowance.

•

Murray Irrigation Limited (MIL) employs a declining block tariff for variable charges, based on
three ‘tiers’ of usage—below 5 ML, 6−100 ML and above 100 ML—with lower rates for water
usage in the higher tiers.

•

Murrumbidgee Irrigation Limited (MI) imposes a tiered charging arrangement for its fixed
infrastructure charges, based on three tiers of delivery entitlements— 0−50 ML, 51–250 ML
and above 250 ML—with lower rates for the higher tiers.

In some cases, a declining block tariff may reflect lower average costs of providing services to
larger customers (‘economies of scale’). However, if this is not the case, use of a declining block
tariff would introduce a degree of cross-subsidy where smaller customers, subject to a higher
per ML charge, cross-subsidise customers with larger holdings, subject to lower per ML charges.
The ACCC does not collect any information about off‑river IOs’ costs. Therefore, the extent to
which tiered charges reflect cost structures is unclear.
Volume-tier arrangements were discussed in more detail in the 2014−15 monitoring report.152

5.3.2

Casual usage charges

An irrigator’s right to use an off‑river IO’s network is typically defined by the volume of water
the irrigator is entitled to have delivered under their water delivery right over a specified period
(usually an irrigation season). For example, an irrigator with 100 ML of water delivery right is
entitled to have 100 ML of water delivered over the course of the irrigation season. However,
most off‑river IOs also allow irrigators and other customers to have additional access to their
infrastructure through casual use arrangements, provided the network is not constrained.
Charging arrangements for delivering water on a casual basis vary across operators. An off‑river
IO will take into account different factors when considering whether to impose additional
charges for casual use. Factors such as crop type, availability of water allocation (e.g. that can be
152 ACCC, Water Monitoring Report 2014−15, May 2016, pp. 76−80.
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sourced from water markets) and the typical amount of WDR held by customers can all affect
the relationship between casual use premiums and the amount of water delivered under casual
use arrangements.
Some operators do not impose any additional charges on irrigators for water delivered above
their water delivery right volume. These operators either impose their standard usage charge
on water delivered above the irrigator’s volume of water delivery right held (such as Hay,
Jemalong and Marthaguy) or impose a separately defined casual usage charge that is equal
to the standard variable usage charge plus a ‘fixed charge equivalent’ (for example, CIT and
LMW). Under this approach, charges faced by casual users are approximately equal to charges
customers pay for access and delivery under a water delivery right.
In other cases, operators will either impose a separate (higher) casual usage charge for all water
delivered above the irrigator’s water delivery right volume (such as GMW, MIL, WMI and MI)
or a premium in addition to the standard usage charge for each ML delivered above the water
delivery right volume (such as West Corurgan, Coleambally, Narromine and Trangie-Nevertire).
These types of arrangements tend to act as an incentive for customers to hold water delivery
rights—i.e. to accept an ongoing liability to contribute to the costs of the network.
Table 5.4 sets out casual use charging arrangements, where casual use is known to be possible.
Table 5.4:

Off‑river IOs—casual use charging arrangements

Operator

Casual use charging arrangements
apply to usage

Applicable charge(s) on casual use

CIT

> 100% of WDR volume

Fixed charge equivalent + standard usage charge

GMW

> 100% of WDR volume

Casual usage charge (higher than standard)

LMW

> 100% of WDR volume

Fixed charge equivalent + standard usage charge

West Corurgan

>100% of WDR volume for ‘imported’ water only Standard usage charge + premium

MIL

> 100% of WDR volume

Inclining tiered casual usage charges (higher than
standard variable + fixed charge equivalent)153

WMI

> 100% of WDR volume

Casual usage charge (higher than standard)

Coleambally

> 100% of WDR volume

Standard usage charge + premium

MI

> 100% of WDR volume

Casual usage charge (higher than standard)

Hay

> 100% of WDR volume

Standard usage charge

Jemalong

> 100% of WDR volume, for irrigators

Standard usage charge (for customers who hold
WDR only)

All usage, for non-irrigators

Premium usage charge (for customers who do
not hold WDR)

> 150% of WDR volume

Standard usage charge + premium

Trangie-Nevertire > 100% of WDR volume

Standard usage charge + premium

Marthaguy

Casual usage charge (equal to standard)

Narromine

> 100% of WDR volume

Source: ACCC from data provided and published by infrastructure operators.

Other things being equal, operators with more ‘generous’ casual use policies would be expected
to have a greater amount of casual use relative to those with stricter policies. Chart 5.1 examines
this relationship for the eight off‑river IOs who delivered water under casual use arrangements
in 2015−16. The chart reports the casual use premium against the proportion of water delivered
under casual use arrangements (i.e. casual use relative to total volume delivered). The chart
broadly supports the expected negative relationship between casual use premiums and casual
use deliveries (i.e. those operators with higher premiums have lower casual use, but WMI and
Coleambally are significant outliers.)

153 This does not take into account ‘flat rate’ fixed charges, such as service point charges, or on‑river charges.
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Chart 5.1:

Casual use as % of total water
delivered

10%
9%

WMI

8%
7%
6%

Moira

5%
4%
3%

CIT

2%

Coleambally

1%
0%

MI
LMW
MIL

0%

50%

100%

GMW
150%

200%

250%

300%

Casual usage premium
Casual = standard
Source: ACCC from data provided and published by infrastructure operators.
Note:

† Casual usage premium calculated as casual use charge/(standard variable usage charge + fixed charge
equivalent)

Because casual use is an alternative to delivery under water delivery rights (WDR), casual use
arrangements have the potential to impact on customers’ demand for WDR. In its advice on the
water charge rules, the ACCC noted that casual use policies should be determined on a caseby-case basis, but also recognised that ‘overly generous’ casual use arrangements can have
negative impacts on ‘the value of and demand for water delivery rights and robust water delivery
right markets’.154
Generally, the ACCC considers that the application and level of casual usage charges should
only relate to the volume and type of WDR held by customers—that is, access to casual use
(and associated charges) should not be differentiated based on other factors such as purpose of
water use.

5.3.3

Non-volumetric charges

Non-volumetric charges are charges that an infrastructure operator imposes that are not linked
to the volume of water delivery right, irrigation right or water access right the customer holds or
uses. They are typically levied per account or property, or are based on the size of landholding
or the number and size of outlets/service points connected to the operator’s network.
Non‑volumetric charges were discussed in detail in the 2014−15 monitoring report.155
Eleven off‑river IOs imposed non-volumetric charges in 2015−16. The largest non-volumetric
charge imposed in 2015−16 was a landholding charge of $1270 per annum imposed by MI.
Further, some off‑river IOs imposed multiple non-volumetric charges on customers (for example,
MI has a landholding charge and an outlet charge).
Non-volumetric charges can amount to a significant proportion of the hypothetical bill for
some off‑river IO customers, particularly those with smaller water holdings. For example,
non‑volumetric charges as a percentage of total hypothetical bills can range from about
65 per cent in MI’s LAW-GS pricing group for customers holding 50 ML of WDR to 11 per cent
for those holding 1000 ML.

154 ACCC, Water charge rules review—Final Advice, p. 284.
155 ACCC, Water Monitoring Report 2014−15, May 2016, pp. 82−86.
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5.3.4

Drainage charges

Drainage is the removal of surface or sub-surface water from a given area, which may occur
naturally or as a service provided by an infrastructure operator.
Broadly, there are two approaches to charging for drainage services taken by
infrastructure operators:
•

Most operators incorporate costs associated with drainage into other charges that fund
water delivery infrastructure.

•

Some off‑river IOs impose separate drainage charges on all customers or certain classes of
customer. GMW, LMW, MIL and SunWater are the only infrastructure operators to impose
additional charges for drainage services on irrigators.

5.3.5

Pass-through of other water charges

Off‑river IOs take various approaches to passing through the WPM and on‑river infrastructure
charges they incur.156 The different approaches offer different degrees of transparency
to customers.
In Victoria and Queensland, infrastructure operators are vertically integrated and provide both
on‑river and off‑river infrastructure services. These operators levy separate on‑river and off‑river
infrastructure charges and/or apply WPM charges directly on customers.
In contrast, in NSW off‑river IOs incur WPM and on‑river infrastructure charges, and in SA
off‑river IOs incur WPM charges, in relation to the water access rights they hold and/or use.
For example, an off‑river IO will incur charges for a WAE held to service customers’ irrigation
rights, including water used to cover distribution losses. Charges off‑river operators incur in
relation to water used for distribution losses are generally ‘shared’ across all customers, rather
than being directly attributed to particular customers.157
Off‑river IOs will also incur on‑river and/or WPM charges because of certain actions they take
on behalf of particular customers: for example, an off‑river IO will incur charges in relation to
trade outside the IO’s network of water allocated under a customer’s irrigation right, or where
it extracts water allocation purchased by a customer for delivery within the IO’s network. These
charges can be considered ‘directly attributable’ to the relevant customer(s).
The approaches operators use to pass through on‑river and WPM charges are described in
table 5.5 and discussed below. Off‑river operators may take one or more of the approaches
described when identifying pass-throughs on their schedules of charges.

156 WPM charges are discussed in more detail in chapter 3 and on‑river infrastructure charges in chapter 4.
157 Distribution losses occur when water is lost (e.g. through evaporation or seepage to groundwater) from a
network in the course of delivering water to customers. Off‑river IOs may provide for these distribution losses
by holding a separate WAE for this purpose (sometimes referred to as a ‘conveyance licence’), by withholding a
proportion of their customer’s irrigation right, or some combination of the two methods.
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Treatment of ‘pass-through’ charges by off‑river infrastructure operators
Fixed
On‑river

Variable
WPM

Conveyance

On‑river

WPM

NA

NA

NA

NA

NA

NA

Buddah Lake
Eagle Creeka
Hay
Jemalong
Marthaguy
Moira
Narromineb
Renmark
Tenandra
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Table 5.5:

Trangie-Nevertire
West Corurgan
Western Murray Irrigation
Central Irrigation Trust
Coleambally
Murray Irrigation
Murrumbidgee Irrigation
SunWaterc

NA

GMWd

NA

LMW

NA

d

NA
NA

NA
NA

Legend
charge separately listed and matches amount incurred
Joint ‘government’ charge listed, but matches sum of WPM & on‑river charges incurred
Joint ‘government’ charge listed, and is lower than sum of WPM & on‑river charges incurred
Joint ‘government’ charge listed, and is higher than sum of WPM & on‑river charges incurred
Charge separately listed but non-standard tiered structure applied
No separate charge listed
No separate conveyance charge listed
Separate conveyance charge listed
Source: ACCC from operator’s Schedules of Charges
Notes:

a Eagle Creek fixed charge matches sum of NSW DPI and WaterNSW charge once ICD rebate is taken into
account.
b Narromine separately specifies NSW DPI and WaterNSW charges, but each of these is higher than the $/
ML amount incurred, to account for losses.
c SunWater separately shows on‑river and off‑river charges it levies.
d Environmental Contribution not listed as a separate charge, because this amount is levied as a proportion
of LMW and GMW’s total revenue. See discussion in section 4.2.2.
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Approach 1—straight pass-through
Some off‑river IOs, in particular, CIT and LMW158, clearly identify the directly-attributable WPM
and on‑river infrastructure charges they charge to customers, and the amount matches the
charge incurred by the operator.159 Hay and Narromine adopt this approach to a limited extent,
but only in respect of fixed charges.
This is the most transparent and clear approach used by off‑river IOs. As the charges being
passed through are clearly identifiable on the off‑river IO’s schedule of charges, irrigators can
easily understand the origin of their obligations to pay the charges.

Approach 2—an aggregated single fixed and/or variable ‘government charge’
In NSW, a common approach to pass-through charges is to combine the WPM charge imposed
by DPI Water with WaterNSW’s on‑river infrastructure charges into a single fixed and/or variable
‘government charge’. Coleambally and WMI list both a fixed and a variable government charge
on their schedule of charges. Moira lists a government variable charge on its schedule but does
not separate out the fixed charges. In contrast, West Corurgan lists a government fixed charge
on its schedule but not a variable charge.
This approach offers more limited transparency to customers. In some cases, the charges shown
on the schedule are exactly the same as the sum of the DPI WPM charge and WaterNSW’s
on‑river infrastructure charge—for example, for both fixed and variable, in the case of
Coleambally, Trangie and WMI; for variable only, Jemalong; for fixed only, MIL. In other cases, the
charge shown on the off‑river operator’s schedule is either higher or lower than the sum of the
DPI and WaterNSW charges—for example:
•

fixed government charges specified by Eagle Creek and Jemalong were lower than the sum
of DPI and WaterNSW charges

•

MI’s fixed and variable, MIL’s variable, and Narromine’s variable government charges were all
higher than the sum of the relevant DPI and WaterNSW charges.

There are two common explanations for these differences. The WaterNSW and DPI charges
may be:
(i) higher to account for charges related to WAE used to cover distribution losses
(ii) lower, in recognition of the large customer ‘ICD’ rebate provided by WaterNSW to certain
off‑river IOs.160
These explanations are discussed further below.

Approach 3—incorporation into general fixed and/or variable off‑river infrastructure
charges
Some off‑river IOs do not show WPM and on‑river infrastructure charges explicitly on their
schedules; instead they pass them on to their customers by incorporating them into their own
off‑river infrastructure charges. That is, they are treated like other costs and incorporated into
the total cost base on which the operator’s revenue requirements and, therefore, charges
are based.

158 GMW and LMW specify their on‑river charges for bulk water and entitlement storage only; WPM ‘charges’
(the Environmental Contribution) are incorporated into their own charges, see box 4.2.
159 Note that CIT and RIT do not incur relevant on‑river infrastructure charges.
160 The ICD (Irrigation Corporation and District) rebate is based on the costs that WaterNSW avoids incurring
because the ICDs buy services in bulk and cover various costs for their own customers such as billing and
metering that might have otherwise been the responsibility of WaterNSW. It is provided to Murray Irrigation,
Western Murray, West Corurgan, Moira and Eagle Creek in the Murray valley; Murrumbidgee Irrigation and
Coleambally in the Murrumbidgee valley; and Jemalong in the Lachlan valley.
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•

Buddah Lake

•

Hay

•

Marthaguy

•

West Corurgan

•

Tenandra.

Three off‑river IOs include fixed WPM and on‑river infrastructure charges in their fixed
infrastructure charge:
•

Buddah Lake

•

Moira

•

Tenandra.
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Five off‑river IOs include variable WPM and on‑river infrastructure charges in their variable
infrastructure charge:

This is the least transparent of all approaches for passing through WPM and on‑river
infrastructure charges. If the charges are not adjusted before being used in calculating
termination fees, the operator may breach the WCTFR by including amounts relating to
variable charges in the calculation. However, the termination fees listed on their schedules
of charges by Buddah Lake, Moira and Tenandra all appear to exclude WPM and on‑river
infrastructure charges.
Further, where customers have transformed their irrigation rights and retained their water
delivery right, rolling WPM and on‑river infrastructure charges into an off‑river IO’s own charges
could lead to transformed customers paying WPM and on‑river infrastructure charges twice—
once when levied on the WAE resulting from transformation, and again when built into off‑river
infrastructure charges.

Distribution losses
Two off‑river IOs have an explicit factor to adjust charges upwards for distribution losses:
•

Jemalong has a separate conveyance fixed charge of $1.12 per delivery entitlement.

•

Trangie-Nevertire shows an explicit adjustment on its schedule for the usage charge, from the
‘at river’ charge by WaterNSW and DPI to the ‘farm-gate price’ it charges its own customers,
allowing for 12 per cent losses.

Other operators also incur WPM and on‑river infrastructure charges in relation to water used
for distribution losses, but do not pass-through those charges separately on their schedule of
charges. In these cases, these costs will be implicitly recovered through their other charges.
Some operators state their estimated losses on their schedule: for example, Narromine assumes
average losses of 15 per cent and adjusts charges upward to account for this. Due to the
variability of distribution losses, the percentage allowed for the adjustment will not necessarily
reflect the actual losses in a given year.

Irrigation Corporation District Rebates
In NSW, WaterNSW provides an ‘Irrigation Corporation District’ (ICD) rebate to eight of its
larger customers as an annual lump-sum. None of these operators show the rebate explicitly on
their schedules, but they effectively offset it against other general costs, which results in lower
charges than would otherwise be possible. Two operators—Eagle Creek and Jemalong—show
lower government charge rates than the actual WaterNSW and DPI charges, apparently due to
savings from the ICD rebate, although the calculation of the reduction is not shown.
The listed ‘government’ charge(s) may therefore differ from those actually incurred by the
off‑river IO. The ACCC considers that the way in which such rebates are used to adjust off‑river
IO charges, and the approach taken to recover charges on distribution losses, should be clearly
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explained on the schedule of charges, and advocated for such requirements in its 2016 Final
Advice to the Minister.161 The amendments proposed to the Water Charge rules would require
operators to observe greater transparency in their schedules of charges (see section 2.3.3).

5.4

Off‑river infrastructure operator hypothetical bills

5.4.1

Approach to hypothetical bills

As with the hypothetical bills for on‑river IOs customers presented in chapter 4 and in
previous water monitoring reports, the ACCC has constructed hypothetical bills to analyse
the level of charges imposed by an off‑river IO on its customers. A hypothetical bill is a simple
representation of how regulated charges translate into an individual customer bill, enabling
comparisons across off‑river IOs with different tariff structures. The 2015−16 hypothetical bills
also include pass-through charges levied by off‑river IOs to recover charges imposed on the
off‑river IO by Basin State departments, water authorities and on‑river IOs.
In South Australia, some WPM charges are imposed directly on on‑river irrigators (private
diverters) and off‑river irrigators by the Department of Environment, Water and Natural
Resources, rather than being passed through by off‑river IOs. These charges have nevertheless
been included in hypothetical bills in order to enable a better comparison of total bills faced by
off‑river customers across operators.
Hypothetical bills have been produced for off‑river IOs assuming the customer holds 50 ML,
250 ML or 1000 ML of water access entitlement and an equivalent volume of water delivery
right, as presented in tables 5.5 and 5.6; all subsequent charts are presented for 250 ML
of water access entitlement only. The bills also assume the volume of water delivered to
irrigators is equivalent to either 50 per cent or 100 per cent of the water access entitlement
volume held. Hypothetical bills for off‑river IOs are presented separately for gravity-fed and
pressurised networks.
The 2015−16 Water Monitoring Report—monitoring approach and assumptions document,
available on the ACCC’s website162, sets out in detail the assumptions of hypothetical bill
calculations. This report also includes individual operators’ 2015−16 schedules of charges, on
which hypothetical bills are based.

5.4.2

Hypothetical bills for 2015−16

Total hypothetical bills, expressed in dollars per ML delivered, are presented below in table 5.6
(for customers in pressurised networks) and table 5.7 (for customers in gravity-fed networks) for
50 ML, 250 ML and 1000 ML of water access entitlement with 100 per cent delivered.

161 See ACCC, Review of the Water Charge Rules: Final Advice, September 2016, s. 5.13.
162 See https://www.accc.gov.au/regulated-infrastructure/water/water-monitoring-reporting under ‘ACCC water
monitoring report 2015−16’.
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Off‑river IOs—$ per ML total hypothetical bills for irrigators in pressurised
networks—50 ML, 250 ML and 1000 ML of water access entitlement, 100 per cent water
delivered, 2015−16

State

Operator

Network/entitlement
category

50 ML
$/ML

250 ML
$/ML

1000 ML
$/ML

Ratio—$/ML for
50 ML: $/ML for
1000 ML

SA

CIT

High pressure

78

78

78

1.00

Medium pressure

66

66

66

1.00

Low pressure

56

56

56

1.00

85

85

85

1.00

Tresco

78

75

74

1.05

Nyah

79

74

74

1.07

RIT
Vic

NSW

GMW

Woorinen

91

86

85

1.06

LMW

Robinvale

211

210

209

1.01

WMI

Curlwaa

70

70

70

1.00

95

95

95

1.00

Buronga

155

155

155

1.00

IHS-HS

115

91

81

1.42

Coomealla
MI
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Table 5.6:

Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:

HS = high security, GS = general security, IHS = Integrated Horticulture Supply.

Table 5.7:

Off‑river IOs—$ per ML total hypothetical bills for irrigators in gravity-fed
networks—50 ML, 250 ML and 1000 ML of water access entitlement, 100 per cent of
water delivered, 2015−16

State

Operator

Network/entitlement
category

50 ML
$/ML

250 ML
$/ML

1000 ML
$/ML

Ratio—$/ML for
50 ML: $/ML for
1000 ML

Vic

GMW

Central Goulburn

59

55

55

1.07

Loddon Valley

61

57

57

1.07

Murray Valley

59

56

55

1.07

Rochester

55

52

51

1.07

Shepparton

78

75

74

1.05

60

57

56

1.07

Merbein

113

112

111

1.02

Mildura

139

137

137

1.01

Red Cliffs

120

118

118

1.02

Torrumbarry
LMW
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State

Operator

NSW

50 ML
$/ML

250 ML
$/ML

1000 ML
$/ML

Ratio—$/ML for
50 ML: $/ML for
1000 ML

West Corurgan

45

45

45

1.00

Moira

46

46

46

1.00

91

43

32

2.82

21

21

21

1.00

MIL

Network/entitlement
category

B1 Class C

Eagle Creek
Coleambally
MI

44

24

21

2.08

SAS-GS

66

41

33

2.01

SAS-HS

79

52

41

1.93

LAW-GS

80

39

28

2.82

LAS-GS

84

43

31

2.68

LAS-HS

96

52

39

2.47

Hay

58

51

49

1.17

Jemalong

42

42

42

1.00

Narromine

58

55

55

1.07

Buddah Lake

47

47

47

1.00

TrangieNevertire

59

59

59

1.00

Tenandra

64

56

54

1.18

45

45

45

1.00

66

66

66

1.00

Marthaguy
Qld

SunWater

St George

Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:

HS = high security, GS = general security, SAS = Small Area Supplies, LAW = Large Area Supply Wah Wah
excluding HIS, LAS = Large Area Supply.

As shown in tables 5.5 and 5.6, per ML hypothetical bills for off‑river IOs vary significantly across
operators. Generally, hypothetical bills in gravity-fed networks are lower than hypothetical bills
for pressurised networks. This reflects the relatively high capital costs for pipes and pumps
(compared to gravity-fed networks) and higher electricity costs in a pressurised network.
It may be noted that per ML hypothetical bills decrease significantly in the MIL, Coleambally, and
MI networks with increasing volumes of water access entitlement, whereas per ML bills are stable
or decrease only slightly for other off‑river IOs. The differences reflect the greater importance of
non-volumetric charges in the listed networks, as outlined in section 5.3.3.

WPM, on‑river and off‑river components of hypothetical bills
As previously described, customers pay charges in addition to those levied for access to and use
of the off‑river IO’s infrastructure. These include charges levied on customers to recover on‑river
infrastructure charges and WPM charges payable by the off‑river IO.163
Charts 5.2 and 5.3 present total hypothetical bills in 2015−16 for pressurised and gravity-fed
networks, with a breakdown of the WPM, on‑river and off‑river components.
As discussed in section 5.3.5, off‑river operators do not always clearly identify the particular
charges they are passing through. Therefore, the components of the operator’s charges that are
attributable to on‑river and WPM charges were calculated by the ACCC using relevant amounts

163 As noted above in section 5.4.1, WPM charges in South Australia are charged directly to irrigators, but for the
purposes of comparison have been included in hypothetical off‑river IO bills as if they were passed through by
off‑river IOs.

102

Details of this approach, and calculations for specific operators, are provided in 2015−16 Water
Monitoring Report—monitoring approach and assumptions.
Chart 5.2:

Off‑river IOs—total hypothetical bills for irrigators in pressurised networks—250 ML of
water access entitlement, 50 per cent and 100 per cent water delivered—WPM, on‑river
and off‑river components, 2015−16

$60 000

$50 000

$40 000

ACCC Water Monitoring Report 2015–16

identified on schedules of the on‑river operator or government authority levying the charge
incurred by the off‑river IO, as well as additional information where relevant (for example, the
amount of ICD rebate received by applicable IOs in NSW).

$30 000

$20 000
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GMW–
Nyah
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WPM charges
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LMW–
Woorinen Robinvale
Vic

On-river charges

WMI–
Curlwaa
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100%

50%
100%

GMW–
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50%
100%

50%
100%

RIT

50%
100%

50%
100%

CIT–
LP

50%
100%

50%
100%

CIT–
MP

50%
100%

50%
100%

CIT–
HP

50%
100%

50%
100%

$0
WMI–
WMI–
Coomealla Buronga
NSW

MI–IHS
–HS

Off-river charges

Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:

HP = high pressure, MP = medium pressure, LP = low pressure, HS = high security, GS = general security, IHS
= Integrated Horticulture Supply.
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Note:

50%
MI–SAS–GS 100%

50%
100%
Moira

50%
100%
West Corurgan

50%
100%
LMW–Mildura

50%
100%
LMW–Merbein

50%
100%

LMW–Red Cliffs

50%
100%

GMW–Shepparton

50%
100%

GMW–Central Goulburn

50%
100%

GMW–Rochester

50%
100%

GMW–Loddon Valley

50%
100%

GMW–Murray Valley

50%
100%

GMW–Torrumbarry

NSW

50%
100%
MI–SAS–HS

Off-river charges

50%
MI–LAS–HS 100%

HS = high security, GS = general security, SAS = Small Area Supplies, LAW = Large Area Supply Wah Wah excluding IHS, LAS = Large Area Supply.

On-river charges

50%
100%
MIL–B1–Class C

WPM charges

50%
100%
Eagle Creek

Vic

50%
100%
Coleambally–GS

Source: ACCC from data provided and published by off‑river infrastructure operators.

$0
50%
100%
MI–LAW–GS

$5 000

50%
100%
MI–LAS–GS

$10 000

Qld

50%
100%
Hay

$15 000

50%
100%
Jemalong

$20 000

50%
100%
Narromine

$25 000

50%
100%
Buddah Lake

$30 000

50%
100%
Trangie-Nevertire

$35 000

50%
100%
Tenandra

Off‑river IOs—total hypothetical bills for irrigators in gravity-fed networks—250 ML of water access entitlement, 50 per cent and 100 per cent
water delivered—WPM, on‑river and off‑river components, 2015−16
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100%
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•

For pressurised networks, the hypothetical bills are lowest for the CIT-LP pressurised
network—$11 138 (50 per cent water delivered) and $13 902 (100 per cent water delivered),
and highest for LMW-Robinvale—$42 875 (50 per cent water delivered) and $52 431
(100 per cent water delivered).

•

For gravity-fed networks, the lowest hypothetical bills are in Eagle Creek, at $3211
(50 per cent water delivered) and $4618 (100 per cent water delivered), while the highest are
LMW-Mildura, at $27 738 (50 per cent water delivered) and $33 869 (100 per cent delivered).

•

Off‑river infrastructure charges form the great majority of hypothetical bills in almost
all networks

•

WPM charges form a small portion of all hypothetical bills

•

Smaller off‑river IOs’164 hypothetical bills have a larger proportion associated with on‑river
infrastructure and WPM charges compared to larger off‑river IOs, reflecting that:
– smaller IOs generally have lower off‑river infrastructure charges, and
– they tend to be located in the northern MDB (in particular in the Macquarie and
Lachlan valleys, and St George), where charges for on‑river infrastructure services are
higher.165

5.4.3

ACCC Water Monitoring Report 2015–16

As seen in charts 5.2 and 5.3, total hypothetical bills vary greatly across both pressurised and
gravity-fed networks:

Fixed and variable charges

Chart 5.4 shows the proportion of hypothetical bills attributable to fixed and variable charges,
with each of these components divided further into WPM, on‑river and off‑river charges, based
on a customer with 250 ML of water entitlement and 100 per cent delivery right. Fixed charges
here include both fixed volumetric charges and non-volumetric charges such as those per
account or outlet.
Fixed charges are shown on the left hand side and variable charges on the right. The overall
width of the bar reflects the total hypothetical bill.

164 Smaller irrigation networks include Eagle Creek, Jemalong, and operators in the Macquarie River system
(Narromine, Buddah Lake, Trangie-Nevertire, Tenandra and Marthaguy).
165 On‑river charges in the northern MDB tend to be higher than those in the southern MDB for a variety of reasons,
as explained in chapter 4.
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Chart 5.4:

Off‑river IOs—total hypothetical bills for irrigators—250 ML of water access entitlement,
100 per cent water delivered—WPM (fixed and variable), on‑river (fixed and variable)
and off‑river (fixed and variable) charge components, 2015−16
PRESSURISED
CIT-HP
CIT-MP
CIT-LP
Renmark
GMW-Tresco
GMW-Nyah
GMW-Woorinen
LMW-Robinvale
WMI-Curlwaa
WMI-Coomealla
WMI-Buronga
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GRAVITY-FED
GMW-Torrumbarry
GMW-Murray Valley
GMW-Loddon Valley
GMW-Rochester
GMW-Central Goulburn
GMW-Shepparton
LMW-Red Cliffs
LMW-Merbein
LMW-Mildura
West Corurgan
Moira
MIL-B1 Class C
Eagle Creek
Coleambally-GS
MI-SAS-GS
MI-SAS-HS
MI-LAW-GS
MI-LAS-GS
MI-LAS-HS
Hay
Jemalong
Narromine
Buddah Lake
Trangie-Nevertire
Tenandra
Marthaguy- GS
Sunwater-St George
$40 000

$30 000
Off-river-fixed

$20 000
On-river-fixed

$10 000
WPM-fixed

$0

$10 000
Off-river-variable

$20 000
On-river-variable

$30 000
WPM-variable

Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:
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HP = high pressure, MP = medium pressure, LP = low pressure, HS = high security, GS = general security,
SAS = Small Area Supplies, LAW = Large Area Supply Wah Wah excluding IHS, LAS = Large Area Supply,
IHS = Integrated Horticulture Supply.

WPM charges do not form a significant part of hypothetical bills for most off‑river IOs, averaging
only 4 per cent across all the IOs reported.
On‑river charges make up 20 per cent of hypothetical bills averaged across all operators, but
the percentage varies from zero in South Australia to 54 per cent for Jemalong (in the Lachlan
valley). Generally in NSW, the variable portion of on‑river charges is significantly greater than the
fixed portion, while the opposite is true in other Basin States (see chapter 4 for further discussion
of on‑river infrastructure charges).

ACCC Water Monitoring Report 2015–16

As seen in chart 5.4, fixed charges tend to contribute more than variable charges to hypothetical
bills for most operators. The average percentage of fixed charges across all operators is
60 per cent.166 However, the proportion of fixed charges as a percentage of bills varies greatly
between Basin States and between off‑river IOs. In SA, fixed charges make up around half
of all charges in hypothetical bills. In Victoria, this proportion is greater with 60 per cent of
hypothetical bills being fixed charges for LMW and generally more than 80 per cent for GMW.
The largest percentage of fixed charges is 90 per cent for St George in Queensland. Larger
off‑river IOs in NSW tend to recover over half of their costs in fixed charges, while smaller
off‑river IOs generally recover around a third of their costs through fixed charges.

The breakdown of hypothetical bills into WPM, on‑river and off‑river, fixed and variable
components in 2015−16 remains substantially similar to 2014–15.

5.4.4

Year-on-year changes in hypothetical bills

Charts 5.5 and 5.6 set out the percentage changes in total hypothetical bills for pressurised
(chart 5.5) and gravity-fed (chart 5.6) networks, based on nominal dollar changes from 2014–15.
The change in the consumer price index is shown for comparison.167

166 This is a simple average, not volume-weighted.
167 The percentage change in CPI is 1.38 per cent, calculated as the percentage change in the financial year index
(average of four quarters) between 2014−15 and 2015−16. Source: Australian Bureau of Statistics, Consumer
Price Index, Australia, Cat. No. 6401.0.

107

ACCC Water Monitoring Report 2015–16

Chart 5.5:

Off‑river IOs—percentage changes in total hypothetical bills for irrigators in pressurised
networks—250 ML of water access entitlement, 50 per cent and 100 per cent water
delivered, 2014−15 to 2015−16 (nominal)
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–6%
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Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:

HP = high pressure, MP = medium pressure, LP = low pressure, HS = high security, GS = general security,
IHS = Integrated Horticulture Supply.

Chart 5.6:

Off‑river IOs—percentage changes in total hypothetical bills for irrigators in gravityfed networks—250 ML of water access entitlement, 50 per cent and 100 per cent water
delivered, 2014−15 to 2015−16 (nominal)
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Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:
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HS = high security, GS = general security, SAS = Small Area Supplies, LAW = Large Area Supply Wah Wah
excluding IHS, LAS = Large Area Supply.

•

The largest increase was for Tenandra (increases of 19 and 23 per cent for 100 and
50 per cent delivered, respectively). This was associated with a restructuring of fixed charges
following a major upgrading of infrastructure with gains in water efficiency and a reduction in
water entitlements (irrigation rights).

•

The next largest increases were for Murrumbidgee Irrigation, Hay, Narromine and SunWaterSt George—around 5−8 per cent.

•

Bills for Eagle Creek and WMI-Buronga also increased by about 6 per cent for customers
with only 50 per cent water delivered but by much less for those with 100 per cent delivered.
This is because the increase occurred in fixed charges which had a proportionally greater
effect on bills for customers with low water usage.

•

There were small percentage increases in off‑river bills in several areas—bills for customers in
LMW districts, Moira and GMW areas other than Shepparton increased by 0−3 per cent, or
close to CPI.

•

The largest decrease in bills was around 18 per cent for Coleambally, from a substantial
reduction in the access fee. This was made possible by an improvement in Coleambally’s
budget position for 2015−16 due to sales of water obtained from water efficiency measures.

•

There were modest reductions in bills in several areas—around 5−6 per cent for
GMW‑Shepparton, Murray Irrigation and Jemalong. The reduction for GMW-Shepparton
reflected moves by GMW to rebalance charges for infrastructure access and use for different
districts in the gravity-fed districts towards a more uniform level. This was on the grounds
that the previous differentials were no longer justified with a more centralised distribution
network.168 The reduction for Murray Irrigation was due to the removal of a fixed drainage fee.

•

CIT bills decreased by 2−4 per cent, while bills for GMW-Loddon Valley and Central Goulburn
and WMI-Curlwaa decreased by 1−2 per cent.

ACCC Water Monitoring Report 2015–16

Hypothetical bills increased in about two-thirds of the networks between 2014−15 and 2015−16.
Overall, changes are mostly small, ranging from increases of 6 per cent (nominal) to decreases of
a similar size. Key observations are:

Changes in WPM, on‑river and off‑river components of hypothetical bills
Charts 5.7 and 5.8 show how changes in the WPM, on‑river and off‑river infrastructure
components contribute to the overall changes (in dollars) in hypothetical bills between 2014–15
and 2015−16.

168 This was part of a charge rationalisation plan, begun in 2013, which was generally accepted by the ESCV and
implemented further in prices for the 2016−20 regulatory period.
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Chart 5.7:

Off‑river IOs—dollar changes in WPM, on‑river and off‑river charges for irrigators in
pressurised irrigation networks, 2014−15 to 2015−16 (nominal)—250 ML of water access
entitlement, 100 per cent of water delivered
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Source: ACCC from data provided and published by off‑river infrastructure operators.
Note:

HP = high pressure, MP = medium pressure, LP = low pressure, HS = high security, GS = general security,
IHS = Integrated Horticulture Supply.

Chart 5.8:

Off‑river IOs—dollar changes in WPM, on‑river and off‑river charges for irrigators
in gravity-fed networks, 2014−15 to 2015−16 (nominal)—250 ML of water access
entitlement, 100 per cent water delivered
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HS = high security, GS = general security, SAS = Small Area Supplies, LAW = Large Area Supply Wah Wah
excluding IHS, LAS = Large Area Supply.

For Narromine, Trangie-Nevertire and Marthaguy, increases in on‑river charges contributed most
of the increase in bills, due to WaterNSW charges in the Macquarie valley. For Moira and MIIHS-HS, increases in on‑river charges more than offset reductions in the off‑river component. In
LMW districts, increases in on‑river charges were the sole contributor to bill changes, with WPM
and off‑river charges remaining the same as the previous year. However, these on‑river increases
were fairly small in absolute size.
Chart 5.12 below shows how the proportions of hypothetical bills attributable to off‑river
charges have changed since 2009−10.

5.4.5

ACCC Water Monitoring Report 2015–16

Changes in bills (in dollar terms) in most areas were due to changes in the off‑river component
rather than the on‑river or WPM components. The larger decreases in off‑river components
were for GMW-Shepparton, Coleambally, MIL, Jemalong and CIT, and accounted for the majority
of the overall decrease for customers in these networks. For GMW pressurised districts, WMIBuronga, Murrumbidgee gravity-fed areas, Tenandra and St George, increases in the off‑river
portions of bills were the driver of overall bill increases.

Longer term trends in hypothetical bills

This is the seventh year the ACCC has produced hypothetical bills for off‑river IOs. The following
section looks at the changes to bills since 2009−10.169
The changes in bills over these years are shown below in chart 5.9 (for pressurised networks),
chart 5.10 (for gravity-fed networks in Victoria), and chart 5.11 (for gravity-fed networks in NSW
and Queensland).

169 Due to changes in off‑river IO tariff structures, regulated charges and schedules of charges, it is not possible to
reproduce all six years of hypothetical bills in a consistent way for all off‑river IOs. For this reason, the long-term
hypothetical bill does not include Trangie-Nevertire or MI’s IHS high security network. In addition, where it has
not been possible to apply the 2015−16 assumptions to all previous years, the previous set of assumptions (used
in 2009−10) have been used to enable accurate comparison.
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Chart 5.10: Off‑river IOs—total hypothetical bills for irrigators in Victorian gravity-fed networks—250 ML of water access entitlement, 50 per cent and
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The largest percentage increases occurred in some of the smaller systems—Tenandra
(97 per cent), Hay (63 per cent), Narromine (59 per cent) and Moira (34 per cent)—and GMW’s
pressurised networks (around 20 per cent). Conversely, the smallest increases were generally
in larger systems such as GMW’s Shepparton, Rochester, Murray Valley and Central Goulburn
districts, and in MI.

Longer term trends in off‑river components and on‑river/WPM components of
hypothetical bills
The changes in the proportions of hypothetical bills attributable to off‑river charges relative to
on‑river and WPM charges over the period since 2009−10 are shown in chart 5.12 below, for
pressurised networks (A), gravity-fed networks in Victoria (B), and gravity-fed networks in NSW
and Queensland (C).

ACCC Water Monitoring Report 2015–16

Hypothetical bills since 2009–10 have increased, in real terms, for all but five of the operators for
which the ACCC has data. The average change, reflecting both increases and decreases, was
14 per cent over the period. The only real decreases were for MI-IHS-HS, Coleambally, GMW–
Central Goulburn, LMW-Red Cliffs and Merbein.

As seen in chart 5.12:
•

For pressurised and almost all Victorian gravity-fed districts, off‑river charges constitute at
least 80 per cent of hypothetical bills; however, the contribution of on‑river/WPM charges to
hypothetical bills has gradually grown over time.

•

For gravity-fed districts in NSW, the contribution of off‑river charges varies considerably
across networks. For most operators in the NSW Murray (West Corurgan, Moira, MIL) and
Murrumbidgee valleys (MI, Coleambally, Hay), the contribution of off‑river charges has
been falling over time, but remains above 60 per cent. For MI and Hay it remains around
80 per cent. The exception is Eagle Creek, where off‑river charges constituted less than
50 per cent for the past two years.

•

For gravity-fed districts in the NSW Lachlan and Macquarie valleys (Jemalong, Narromine,
Buddah Lake, Tenandra, Marthaguy and Trangie-Nevertire), the contribution of off‑river
charges tends to be lower, although significant changes have occurred over the period.

•

The only increases in the on‑river/WPM percentage in excess of 10 per cent were for West
Corurgan, Buddah Lake, Marthaguy-GS and SunWater-St George in the northern MDB, and
MIL and MI-SAS-HS in the southern MDB. These changes generally resulted from increases in
the on‑river charges identified in chapter 4.

Longer term trends in use of fixed and variable charges in off‑river component of
hypothetical bills.
Chart 5.13 below shows how the proportional contribution of fixed charges to off‑river
hypothetical bills has changed since 2009−10, for smaller operators (A) and larger operators (B)
and (C).
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Determining what weighting to give fixed compared to variable charges is a key decision for an
operator. The greater the proportion of revenue that is recovered via fixed charges, the more
stable the operator’s revenue over time, as it is not dependent on water availability or usage.
However, a low proportion of fixed charges may be favoured by customers with medium or low
reliability water entitlements, so that bills are lower during periods when water availability is low,
often associated with low production and cashflow.
The level of fixed off‑river infrastructure charges will also influence the maximum termination
fee that can be imposed on a customer if they terminate access to the off‑river IO’s network
(for further information, see section 7.2.3).
In pressurised networks in the MDB, fixed off‑river infrastructure charges represent varying
proportions of the total off‑river infrastructure part of the hypothetical bills across networks,
ranging from 30 to 34 per cent for MI-IHS-HS, to 79 to 84 per cent for GMW–Tresco. However,
these proportions have remained relatively stable in each network since 2009−10.
For the larger gravity-fed networks, between 2009−10 and 2010−11, there was generally an
increased reliance on fixed off‑river infrastructure charges in hypothetical bills. However, since
then, this proportion has largely remained stable in each network. The network with the lowest
proportion of fixed charges is LMW, where fixed off‑river charges as a proportion of total
off‑river infrastructure charges is around 60 per cent for all networks. The off‑river operator with
the highest proportion of fixed off‑river charges is Coleambally where off‑river infrastructure
charges have remained 100 per cent fixed.
For the smaller gravity-fed networks, the proportional contribution of fixed charges to off‑river
hypothetical bills is also varied, ranging in 2015−16 from 35 per cent (Moira) to 88 per cent
(SunWater-St George). Since 2009−10, the largest shift towards fixed infrastructure charges
occurred in Marthaguy-GS; 24 per cent in 2009−10 increasing to 53 per cent in 2015−16. The
largest decline was in Moira; from 52 per cent in 2009−10 to 35 per cent in 2015−16. The chart
shows that SunWater-St George has consistently relied more on fixed charges than other
small operators, with the percentage increasing from 78 per cent in 2009−10 to 88 per cent in
2015−16. Beyond this, there is little discernible pattern for changes in these proportions, save for
a period of stability between 2012−13 and 2013−14 for most networks.
There are a number of factors affecting an off‑river IO’s decision on the relative weighting of
fixed and variable charges for their off‑river infrastructure service. These include:
•

More ‘reactive’ tariff setting: operators may change tariff structures in response to seasonal
conditions or to customer views. It is easier for smaller off‑river IOs to change tariff structures
from year-to-year. Larger infrastructure operators have more formalised processes and many
are required to set out estimated future regulated charges in their network service plan or
have their charges approved or determined by a regulator.170

•

Infrastructure upgrades: some off‑river IOs may adopt higher fixed charges to recover the
capital and ongoing costs of infrastructure upgrades. However, where a system moves from
being a gravity-fed network to a pressurised system, a higher variable charge may be sought
to better reflect the higher variable costs the operator will be facing.

•

Network rationalisation: in some networks, a disproportionate amount of fixed costs may
be spent servicing a relatively small number of customers. Where these customers are
removed from the network and the network can be rationalised, the proportion of fixed to
total costs could reduce. However, this depends on several factors such as the degree of
cross-subsidisation or use of ‘postage stamp pricing’ across customer groups for whom the
underlying fixed costs of service differ.

•

Changing customer base: if an off‑river IO experiences a number of terminations, there
are fewer customers over which to spread the fixed costs needed to maintain the network
(assuming the network cannot be proportionally rationalised as customers exit). Where
this occurs, fixed charges as a proportion of overall charges for irrigators may increase.

170 WCIR, rule 19(1)(g) and WCIR Part 6.
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•

Loss of subsidies: where an off‑river network exhibits high fixed costs, Basin State
governments may have previously subsidised these fixed costs by means of a community
service obligation (CSOs). However, if CSOs are reduced or removed (whether to move
to upper bound pricing, or for other reasons) the off‑river IO will be required to recover a
greater amount of fixed costs than they had previously.

•

Decision by operator to move to cost-reflective tariff structure: historically in the MDB many
operators have recovered a significant amount of their primarily fixed costs through variable
charges. If an operator elects to re-balance their tariff structure towards charges that are
more cost-reflective, this is likely to result in the proportion of off‑river bills attributable to
fixed charges increasing.

•

Customer preferences: where customers do not hold high reliability entitlements (e.g. general
security), they are likely to prefer a tariff structure that gives more weight to variable charges
rather than fixed charges. An operator’s decisions on how to weight customer preferences
in this regard against other factors may change over time, resulting in fixed-variable
ratios changing.
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However, use of termination fees paid when customers exit can mitigate against increased
fixed costs for a number of years.
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Lake Pamamaroo
Photographer: Michael Bell. Photograph provided courtesy of MDBA.

6.

Transformation, termination and trade

This chapter discusses:
•

trends in the transformation of irrigation rights and termination of water delivery
rights

•

the level and drivers of termination fees

•

the interaction between transformation, termination and trade

•

the magnitude of water allocation trade into, out of and within IIOs, and water
delivery right trade within IIOs

•

Basin State and infrastructure operator’s trade-related charges.

Lake Pamamaroo
Photographer: Michael Bell. Photograph provided courtesy of MDBA.
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Key points
Transformations
•

For operators able to give effect to transformation, 554 GL of irrigation right has been
transformed since 1 July 2009, in 2012 transactions. This equates to 17 per cent of the
total volume of irrigation right on issue at 1 July 2009.

•

In total, 35 GL of irrigation rights were transformed in 2015−16, the lowest annual volume
since monitoring began in 2009−10.

•

Significant transformations occurred in Hay PID this year (43 per cent of HPID’s opening
irrigation right balance in 2015−16), due to a substantial infrastructure upgrade which
involved considerable network rationalisation and transfer of 2549 ML (long term average
annual yield) of water access entitlement to the Commonwealth.

•

Available data indicates an increasing proportion of transformations each year do not
involve trade directly to environmental water holders.

Terminations
•

Across all reporting off‑river operators, the total volume of water delivery right (WDR)
on issue at 30 June 2016 is only 6 per cent lower compared to 1 July 2009; that is, there
has been a significantly lower proportion of terminations compared to transformations,
and in some cases, new WDR has been issued.

•

However, significant volumes of terminations have occurred in joint water supply
schemes (JWSS); total WDR in JWSS at 30 June 2016 is 28 per cent lower compared to
1 July 2009.

•

Terminations and surrenders for 2015−16: 11 GL for transforming IIOs (2nd lowest year
on record since 2009−10); 0.5 GL for JWSS; GMW 11 ML/day; LMW 33 ML/14 days.

•

Only 28 per cent of the total volume of WDR terminated or surrendered since 2012–13
has attracted a termination fee. However, in 2015−16 a termination fee was levied for
60 per cent of the volume terminated. This reflects a change in the context in which
terminations are occurring; whereas in previous years terminations have been dominated
by co-ordinated terminations associated with infrastructure rationalisation projects, in
2015−16 most operators reported a smaller volume of terminations but in most cases did
levy termination fees.

Trade
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•

Trade patterns for southern MDB operators generally differ by Basin State:
– SA operators were small net exporters
– For Victoria, LMW off‑river customers were net importers; GMW customers as a
whole were approximately neutral (data limitations prevent further breakdown
into irrigation network customers versus private diverters for GMW)
– Southern NSW operators were net exporters (except Moira, due to its ban on
temporary trade ‘out’ of its network, which was in place until March 2016).

•

Trade patterns for northern MDB operators are more mixed: Tenandra, Marthaguy and
SunWater (off‑river) were net importers, while Narromine and Trangie-Nevertire were
net exporters.

•

GMW reported that 14 per cent of the total volume of water delivery right (WDR) on
issue in GMW networks was traded in 2015−16, which represents a substantial increase
from trade volumes reported in previous years.

•

Of the total volume of WDR trade reported in 2015−16 (excluding GMW, due to data
limitations), 78 per cent of WDR traded occurred independently of trade of irrigation
rights or water access entitlements. This represents a significant shift from previous
years, and suggests that WDR markets are maturing over time.

Transformation

‘Transformation’ occurs when an irrigator converts their entitlement to water under an irrigation
right held against an irrigation infrastructure operator171 (IIO) into a separate water access
entitlement (WAE) held by the irrigator or by some other person (see section 2.2.2).
Operators that can give effect to transformation are concentrated in NSW and SA.172 These
operators typically hold a WAE on behalf of their customers, who in turn hold an irrigation right
against the operator. In Victoria and Queensland, irrigators typically already hold a WAE directly
and as such the concept of transformation is not relevant.

6.1.1

Transformation activity since 2009−10

Total transformations
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6.1

Chart 6.1 shows the number of transformations and the total and average volume of irrigation
rights transformed since 2009−10, for operators that can give effect to transformation.
Number and volume of transformations, 2009−10 to 2015−16
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Source: ACCC from data provided and published by reporting operators.

Over the period 2009−10 to 2015−16, 554 GL of irrigation right has been transformed, in 2012
transactions. This volume represents around 17 per cent of the total volume of irrigation right on
issue at 1 July 2009 for those operators who are able to give effect to transformation. Overall,
the annual number and volume of transformations has declined over this period.
In past years, the total volume of transformations has largely followed trends in Commonwealth
water access entitlement acquisitions (via direct buyback and investment in water infrastructure
programs).173 However, as shown in chart 6.2, the volume of transformations increased in
171 As explained in section 2.1.2, an irrigation infrastructure operator is a specific type of off‑river infrastructure
operator.
172 This report covers the following reporting entities who are able to give effect to transformation: in South
Australia: CIT and RIT; in NSW: CICL, Hay PID, Jemalong, Moira PID, MI, MIL, Narromine, WMI and West
Corurgan. The following reporting NSW off‑river operators are not able to give effect to transformation:
Buddah Lakes, Eagle Creek, Tenandra, Trangie‑Nevertire and Marthaguy. These operators have a water access
entitlement that is jointly owned by members.
173 Due to the nature of Commonwealth buyback, transformation applications and the data provided to the ACCC,
the ACCC is unable to calculate the absolute number or volume of transformations associated specifically with
the Commonwealth buyback. However, relative comparisons of the volume of transformations and the amount
of Commonwealth acquisitions are provided. See also chart 6.3.
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2014–15, while the amount of Commonwealth acquisitions in relevant areas174 declined
substantially compared to previous years. For 2015−16, Commonwealth acquisitions exceeded
the total volume of irrigation rights transformed, likely reflecting a change in water recovery
methods to focus on acquisitions via infrastructure upgrades rather than buyback.175 This
data also may reflect that irrigators may increasingly be transforming for reasons other than
participation in government water recovery programs.

0

Annual Commonwealth acquisitions (RHS)*

Sources: ACCC from data provided and published by reporting operators, annual reports of Commonwealth agency
responsible for water portfolio, Dept. of the Environment and Energy website.176
Note:

Commonwealth water acquisitions are the sum of acquisitions in the following resource units: Macquarie/
Cudgegong (NSW), Lachlan (NSW), Murrumbidgee (NSW), NSW Murray and SA Murray. Excludes
water access entitlements of the following classes: Lowbidgee supplementary entitlements, conveyance,
groundwater and unregulated. Commonwealth water acquisitions are denominated in GL Long Term
Average Annual Yield (LTAAY), which is a measure that adjusts the volume of a water access entitlement
by its long term reliability. As such, volumes of Commonwealth acquisitions are not directly comparable to
volumes transformed.

In NSW, transformation is commonly given effect via a trade of ‘share component’ from the
operator’s NSW water access licence177 (WAL) to a WAL nominated by the transforming
customer. In many cases, the nominated WAL is not held by the transforming customer; rather, it
is held by a third party buyer. Thus, in NSW, ‘transformation’ often involves trade to a third party.
The NSW Water Register178 contains publicly accessible records of share component trades.
In most cases, data on individual transformations reported to the ACCC by NSW operators
can be matched with this share component trade registry data. Further, data from the NSW
Environmental Water Register179 can be used to identify where a share component trade involves
a WAL held by an environmental water holder, such as the CEWH. This matching process

174 See notes accompanying chart 6.2.
175 Note that infrastructure investment projects can be associated with transformations in some cases (see,
for example, box 6.1, which provides a case study for Hay PID). Projects which focus on upgrading networks
without significant rationalisation are less likely to involve transformation, as in these cases water transferred to
the environment under the project is more likely to be sourced from operators’ conveyance licences than from
customers’ irrigation rights.
176 See ‘Environmental Water Holdings’, available on the Department of the Environment and Energy website,
accessed February 2017.
177 ‘Water access licence’ is the term for ‘water access entitlement’ under the Water Management Act 2000 (NSW).
178 NSW Water Register, accessed April 2017.
179 NSW Environmental Water Register, accessed April 2017.
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Chart 6.3:

NSW operators—proportion of transformations traded directly to Environmental Water
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enables assessment of the proportion of NSW transformations which involve trade directly to a
third party environmental water holder. Chart 6.3 provides the results of this matching process
for 2009−10 to 2015−16.
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Sources: ACCC from data provided and published by reporting operators, NSW Water Register, NSW Environmental
Water Register.
Notes:

EWH = environmental water holder. Chart includes data for all NSW reporting operators able to give effect
to transformation.180

Chart 6.3 shows that, during the period 2009−10 to 2012−13, when the Commonwealth was
actively acquiring a significant volume of water access rights (see chart 6.2), the majority of
transformations in the NSW MDB entailed a trade directly to an environmental water holder.
However, since 2013−14, this trend has reversed; in recent years, the majority of transformations
have not involved trade directly with an environmental water holder. While this analysis does not
capture cases where a transforming customer trades with an environmental water holder in a
later transaction (i.e. at some point after the transformation process has been completed), this
data does indicate a substantial change in the character of transformations in the NSW MDB.
Together with the data presented in chart 6.2, this data suggests that an increasing number
of customers are transforming for reasons other than selling water to the environment—such
reasons might include flexibility in managing water rights and incentives to participate in water
markets. As such, the volume of irrigation rights transformed may in future years be increasingly
less correlated with environmental water acquisitions in the Basin.

Transformations for individual operators
Chart 6.4 shows the volume transformed in the four largest IIOs (by amount of WAE held or
managed on behalf of customers) since 2009−10.

180 For details on the methodology for producing the data in this chart, see Monitoring Approach and Assumptions
document. Due to data limitations in earlier years, a higher proportion of reported transformations were not able
to be matched.
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Large IIOs—volume of transformations, 2009−10 to 2015−16
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The total volume of transformations for the operators represented in chart 6.4 decreased by
59 per cent in 2015−16 compared to the previous year, with only 25 GL transformed.
Chart 6.5 shows the volume transformed in all other reporting IIOs since 2009−10.
Chart 6.5:
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Source: ACCC from data provided and published by reporting operators.

The total volume of transformations in smaller operators increased by 43 per cent in 2015−16
compared to the previous year, largely due to substantial increases in transformations in Hay PID,
Jemalong and Western Murray Irrigation. For Hay PID, in 2015–16, 43 per cent (2555 ML) of
the opening volume of irrigation rights was transformed, with a single transaction of 1760 ML
transformed as part of the Hay PID PIIOP 3 Pipeline project (see box 6.1), plus several smaller
transactions. In contrast, Narromine and West Corurgan all reported zero transformations.
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In 2015, Hay PID received $10.2 million in Commonwealth funding under Round 3 of
the NSW Private Irrigation Infrastructure Operators Program (PIIOP) to upgrade its
off‑river network.
Under this program, Hay PID transferred water entitlements totalling 2549 ML (long term
average annual yield) to the Commonwealth. This transfer contributes to overall water
recovery in the Murrumbidgee catchment.181 Key features of the upgrade are:
•

installing pipelines, meters, pumps and a pump station

•

installing automation and remote control technology

•

decommissioning of regulating structures, culverts, bridges and crossings associated
with the open channel system.

In an information statement182 made to customers in October 2015, Hay PID identified the
following benefits and costs associated with the upgrade:

ACCC Water Monitoring Report 2015–16

Box 6.1: Hay PID PIIOP 3 Pipeline Project

Benefits:
•

water would be available to customers ‘every day of the year’ (compared to the existing
rotational delivery system)

•

‘increased yields and levels of production’ (due to constant water availability)

•

‘ongoing viability of the irrigation scheme’

•

‘confidence in pricing of water delivery into the longer term’

•

‘reduction in scheme operating costs’

Costs:
•

short term (‘next 5 years’) increase in costs

•

transfer of water access entitlement to the Commonwealth

•

disruption in irrigation supply during construction period.

Chart 6.6 shows the volume of irrigation rights that have been transformed in reporting IIOs to
date as a percentage of irrigation rights held on 1 July 2009.

181 Source: http://www.agriculture.gov.au/water/mdb/programmes/nsw/piiop-nsw#round-3closed-on-12may-2015, accessed March 2017.
182 Source: Hay Private Irrigation District Modernisation Project Information Pack for Customers, October 2015,
available from Hay PID’s website, accessed March 2017.
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All operators that can give effect to transformation—per cent of irrigation rights
transformed since July 2009
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For Hay, Narromine, WMI and CIT, the proportions of irrigation right transformed since 1 July
2009 exceed 20 per cent. Jemalong, Moira and West Corurgan—all relatively small operators—
have the smallest cumulative proportions of IR transformed.

Proportion of irrigation rights transformed
In some cases, irrigators transform only part of their irrigation right, in order to be able to deal
flexibly in water markets with the transformed portion, retaining a part of their irrigation right
so that remaining water available under the irrigation right can be easily delivered to an off‑river
property.183 Chart 6.7 shows the frequency of transformations by percentage of irrigation right
transformed for the period 2010−11 to 2015−16.

183 As reported in chapter 2, most operators require a customer’s water allocation available under their WAE or
through trade to be transferred to the operator’s account for delivery within the network. This means that water
allocated to an irrigator’s water access entitlements obtained via transformation would need to be traded prior
to delivery, increasing costs. Thus, irrigators who wish to have water delivered and to undertake external trades
may opt to hold both irrigation right and (transformed) water access entitlement.
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Number of transformations, by per cent of irrigation right transformed, 2010−11 to
2015−16
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The ‘U-shape’ of chart 6.7 shows customers tend to either transform a very small proportion
of their irrigation right (e.g. less than 10 per cent) or a very high proportion (e.g. above
90 per cent). Over the period as a whole, for the majority of transactions over this period
(54 per cent), the transforming customer has retained at least 50 per cent of their irrigation
right. However, there is also a significant proportion of transactions (13 per cent for the period
as a whole), where the customer has fully transformed (i.e. 100 per cent of irrigation right held
is transformed).
Chart 6.8 groups together IIOs in NSW and SA to show the breakdown of the percentage of
irrigation right transformed in each state.
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Source: ACCC from data provided and published by reporting operators.
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•

the level of direct purchasing (‘buyback’) of water for the environment, across valleys and
across time

•

the level and nature of government-funded infrastructure investment in particular operators
(for example, projects which involve ‘water savings’ sourced from entitlements used for
conveyance versus those sourced from irrigation rights)

•

water access entitlement prices

•

changes in agricultural commodity markets which alter irrigators’ long-term demand for
water, and therefore their willingness to transform irrigation right and sell the resulting WAE.

•

operators’ internal policies (for example, transformation administration policies and fees and
other policies affecting the ease with which, or cost at which, transformed customers can
continue to have water delivered within their operator’s network).

6.1.2
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On average over the years shown, customers in SA operators tend to transform a lower
proportion of irrigations rights compared to those in NSW operators. This chart also shows the
substantial variations over the reporting period. Factors affecting trends across time and across
Basin States include:

Benefits and costs of transformation

Transformation allows an irrigator to participate in water markets more easily and provides the
irrigator with greater control over decisions related to timing, quantity and location of trade.
However, transformation also involves costs, such as:
•

cost of time taken to complete the transformation process

•

administrative fees associated with processing the transformation

•

potentially higher costs if the irrigator wishes to have water available under a transformed
water access entitlement delivered within an IIO’s network.

These costs are discussed in turn below.

Transformation processing times
The Water Market Rules (WMR) limit the transaction costs that an operator can impose on the
transforming irrigator during the transformation process. The purpose of these rules is to reduce
barriers to transformation, which in turn reduces barriers to participation in water markets
more generally.
Transformation processing times can have important implications for the water users involved.
During the time an application is being processed, an irrigator is generally not free to trade
or engage in other dealings with the irrigation right being transformed (although they may
continue to have water currently available under the irrigation right delivered); thus, any delay
in transformation may prevent or delay anticipated trading activity. Further, where a customer
wishes to trade the WAE resulting from transformation, delays in processing can mean that the
market price for the WAE that results from the trade could be substantially different once the
transformation is completed compared to the price at the time the application was first made.
Operators are required by the WMR to process applications for transformation within
20 business days, not including the time taken for the operator and the applicant to agree on the
details of the irrigation right (or water delivery right, where relevant) or to obtain the consent of
those with an interest in the irrigation right being transformed.
While each operator has its own arrangements, there are at least two stages to processing a
transformation: processing of an application by the operator, and then by the State authority.
State authority processing involves both approval of the application and registration (the
different processes are described in more detail below).
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In SA, an operator will forward an IIO-approved application to DEWNR. This government
department performs both the state approval and registration roles. In NSW, there are two
separate government entities involved. DPI performs the state approval role and then returns the
application to the operator. The operator then separately submits the approved application to
NSW Land and Property Information (NSW LPI) for registration in the NSW water register.
Chart 6.9 shows the breakdown of the median number of days for the operator and state
approval authority to process transformation applications in NSW and SA in 2015–16.

Number of days

Chart 6.9:

NSW and SA—median days to process applications for transformation, breakdown
between IIO initial processing and State authority processing, 2015−16

51

5

NSW

2

SA

0

13

10

20
IIO Processing

30

40

50

60

State Authority, secondary IIO processing, Title Registration

Source: ACCC from data provided and published by reporting operators.
Note:

Data presented here excludes transformations for which complete data on processing times was
unavailable. As such, overall results may differ from data presented in Chart 6.10.

In SA, the median number of days for the operator to complete initial processing was 2 days,
with RIT and CIT both reporting many instances where the application was submitted to the
State approval authority on the same day as the operator itself received a complete application
from the transforming customer. In NSW, median time for operator initial processing was 5 days.
Median State approval processing was 51 days for NSW operators and 13 days for SA operators.
The NSW State processing time includes time taken for NSW-DPI to send confirmation of its
approval to the operator, and the operator to then lodge the transaction for registration with
NSW-LPI; however data on this part of the process was not collected by the ACCC in 2015−16.
Chart 6.10 reports the median total number of days to process an application for transformation
for operators in NSW and SA since 2009−10. The total number of days is calculated as the time
between the submission of the application to the IIO and the registration of the WAE or the
assignment of the share component that results from transformation.
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Chart 6.10: NSW and SA—median days to process a transformation application, 2009−10 to
2015−16

2015–16

SA

Source: ACCC from data provided and published by reporting operators.

Transformation processing times continue to be considerably longer in NSW compared to South
Australia. This is driven by significantly longer times for State approval in NSW—as shown in
Chart 6.9, while the initial operator processing in NSW is only a few days longer than in SA,
subsequent processing by State authorities takes almost 4 times as long in NSW. This longer
processing time reflects the arrangement that an application approved by NSW DPI is sent back
to the operator, who then lodges the application with NSW LPI. There may be opportunities to
streamline this process (for example, by having DPI forward approved applications directly to
LPI), which would lower overall processing times for NSW transforming customers.

Transformation processing fees
Table 6.1 presents transformation processing fees levied by operators and Basin State approval
authorities in 2015−16.
As indicated above, State procedures for processing transformations differ. In NSW,
transformation is completed (at the state accounting level) either by conducting a trade
(or ‘assignment’) of share component from the operator’s water access entitlement to another
water access licence (WAL)184, as nominated by the transforming customer, or by subdividing
the operator’s licence and transferring one of the new licences to the transforming irrigator.185
Fees apply to complete either of these processes.
Assignment of the share component may require creation of a new ‘zero share WAL’ where the
transforming customer (or nominated third party) wishes to hold the entitlement resulting from
transformation in their own name, but does not already hold a NSW WAL. The application for a
zero share WAL is a separate process that entails payment of fees for the issue of the WAL.
In South Australia, transformation is accomplished (at the state accounting level) by undertaking
a ‘transfer of a water access entitlement’ from the operator’s entitlement to that nominated by
the transforming customer. However, unlike in NSW, if an application to transfer a water access
entitlement is approved and the transferee does not have a current licence, a new licence will be
issued automatically—i.e. a separate process (and fee) is not required.

184 Water Management Act 2000 (NSW), s. 71Q.
185 Water Management Act 2000 (NSW), ss. 71P, 71M.
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Table 6.1:

Transformation processing fees, 2015−16

State

Operator

NSW

Coleambally

$50

Hay

$350

Jemalong

$400

Moira

$300

MIL

$385

MI

$225

Narromine

SA

Transformation
processing fee

State processing fees

Fees for establishing new ‘zeroshare WAL’: $268.70 DPI fee +
$105.50 LPI fee

Fees for trade of share
component: DPI fee of $391.23 +
$105.50 LPI fee

Total

$547

–

$921

$847

–

$1221

$897

–

$1271

$797

–

$1171

$882

–

$1256

$722

–

$1096

$70

$567

–

$941

West Corurgan

$400

$897

–

$1271

WMI

$333

$830

–

$1204

CIT

$330

RIT

$320

Fee for transfer of a Water
Access Entitlement on
Transformation of an Irrigation
Right : $415

$745
$735

Source: Schedules of charges and transformation policies of reporting operators; NSW DPI-Water and DEWNR
WPM RFIs, NSW LPI schedule of charges.
Notes:

Processing fees are those listed in the operator’s documents, although some operators did not report any
transformations in 2015−16.

Table 6.1 shows that the total administration cost to process transformations differs substantially
across operators. Assuming that a separate process to create a zero-share WAL is not required,
customers in Coleambally currently face the lowest costs to transform, while customers in West
Corurgan and Jemalong face the highest.
While costs to transform in SA remain the same regardless of whether the transforming
customer wishes to retain the transformed entitlement in their own name, costs in NSW increase
by $374 if the customer does not already have their own WAL. Other things being equal, this
requirement may act as a disincentive for customers in NSW to transform, particularly if they
wish to continue to have water delivered within their operator’s network.

Transformation and delivery of water within an IIO’s network
Where a transformed customer wishes to continue to have the water allocated to a transformed
WAE delivered inside an operator’s network, they will face the following additional costs
compared to when they held irrigation right:
•

Costs of trading water allocation to an operator’s account prior to delivery of water through
an off‑river IO’s network (state and operator water allocation trade approval fees will be
payable each time an allocation trade is completed).

•

If the operator does not allow water allocation traded onto its licence to be carried over, the
transformed customer may need to incur additional costs to trade any unused allocation
back onto their WAE for carryover, or in extreme cases may simply forfeit any unused
water allocation.

As such, irrigators’ decisions to transform take into account a range of costs and benefits.
Transformation outcomes will differ across operators, in part because of differences in
transaction costs associated with transformation and with holding WAE versus irrigation right.

138

Termination

As set out in section 2.2.3, a customer’s right to access an IIO’s irrigation network is often
represented by their ‘water delivery right’ (WDR).186 Customers holding these rights are generally
required to pay ongoing charges to maintain this right of access to the network.
A customer may wish to modify their WDR holdings. For example, an irrigator that sells their
right to water (e.g. their irrigation right or water access entitlement) and switches to dryland
farming may no longer require the right to have irrigation water delivered to their property. In
such cases, the customer may no longer want access to the operator’s infrastructure and may
wish to cease paying ongoing infrastructure charges to the operator. A customer may also wish
to adjust the level of their WDR holdings while retaining access.
In such circumstances, the customer generally has two options:
•

terminate their WDR (where this represents their right of access) and pay a termination fee
to the operator if applicable187, or

•

trade their WDR to another customer located in the area serviced by their
infrastructure operator.

ACCC Water Monitoring Report 2015–16

6.2

When a customer terminates, operators may impose a ‘termination fee’ (considered in detail
below) which, once paid, will remove any ongoing obligation on the irrigator to pay ongoing
access charges.
The following sections report separately on termination activity in IIOs that can give effect to
transformation, and in other IIOs.

6.2.1

Termination activity

Overall, during the period 2009−10 to 2015−16, taking into account termination/surrender of
water delivery rights (WDR) and new WDR issued, the total volume of WDR on issue in 2015−16
is only 6 per cent lower than the total volume on issue on 1 July 2009. However, some operators
have had a relatively greater proportion of terminations than others. Table 6.2 shows the number
and volume of terminations since 2009−10.

186 While an irrigator’s right of access may also include a right to drainage through the irrigation network, for
simplicity, this section will refer to irrigators terminating their water delivery right.
187 Throughout this monitoring report, unless otherwise stated, termination volumes include water delivery right
surrendered.
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Table 6.2:
Year

Number and volume of terminations—IIOs that can give effect to transformation, joint
water supply schemes, GMW, LMW, 2009−10 to 2015−16
Number of
terminationsa

Average of WDR
terminated (ML)a

Total volume of
WDR terminated
(GL)

Cumulative %
ofWDR right held
on 1 July 2009
terminated

Operators that can give effect to transformationb
2009−10

414

256

106

3%

2010−11

94

346

33

4%

2011−12

76

397

30

5%

2012−13

103

222

23

6%

2013−14

89

410

37

7%

2014−15

36

154

6

7%
8%

2015−16
Total

80

135

11

892

274

244

0

NA

0.0

Joint Water Supply Schemesc
2009−10

0%

2010−11

10

545

5.5

3%

2011−12

34

922

31.4

23%

2012−13

3

319

1.0

24%

2013−14

2

115

0.2

24%

2014−15

6

1002

6.0

28%

2

240

0.479

28%

57

781

44

Number of
terminations

Delivery share
terminated
(ML/day)d

Number of
terminations

Delivery share
terminated
(ML/14 days)

2009−10

43

35

90

593

2010−11

69

67

11

35

2011−12

130

100

9

36

2012−13

161

191

7

20

2013−14

136

149

9

25

2014−15

76

80

14

66

2015−16
Total

GMW

2015−16
Total

LMW

13

11

8

33

628

633

148

807

Source: ACCC from data provided and published by reporting operators.
Notes:

a Does not include surrenders for which individual transaction data has not been provided.
b Coleambally, Hay, Jemalong, Moira, MIL, MI, Narromine, West Corurgan, WMI, CIT, RIT.
c Buddah Lakes, Eagle Creek, Tenandra, Trangie, Marthaguy.
d GMW delivery shares entitle a user to have 1 ML/day delivered for 270 days in gravity-fed networks and
1 ML/day for 365 days for piped networks.

For 2015−16, around 11 GL, or less than 1 per cent of the volume of WDR held on 1 July 2009,
was terminated for operators able to give effect to transformation. This volume is the second
lowest on record since 2009−10. To date, a cumulative 8 per cent of WDR has been terminated
since 2009−10 for these operators (including reported surrenders where a termination fee was
not imposed).
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Across all operators, of the 103 terminations that occurred in 2015−16, around 61 per cent
terminated between 95 and 100 per cent, and all remaining customers terminated less than
95 per cent.
Customers may choose to terminate less than 100 per cent of their WDR for a variety of
reasons. On the one hand, these terminating irrigators may simply be rationalising their WDR
holdings to suit on-farm needs. However, irrigators may also be deterred from fully terminating
by the inclusion of relatively high non-volumetric charges (e.g. account, landholding or outlet
charges) when calculating termination fees for ‘full’ terminations. Where this occurs, the result
can be that irrigators retain small volumes of WDR on land that is no longer being used for
irrigated agriculture.

6.2.2
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Noticeably, the proportion of terminations in joint water supply schemes (JWSSs) is considerably
higher than for operators that can give effect to transformation. A cumulative 28 per cent of the
volume of WDR in JWSS has been terminated since 1 July 2009.

Actual termination fees imposed in 2015−16

Terminating (or surrendering) WDR and ending the ongoing obligation to pay associated
infrastructure charges has the potential to create a negative impact for remaining customers, to
the extent that unavoidable fixed costs of maintaining the network would be spread over fewer
customers. In view of this, operators are permitted to charge a ‘termination fee’ when a customer
decreases or altogether extinguishes or ‘terminates’ their ‘right of access’188 to the operator’s
network. The Water Charge (Termination Fees) Rules 2009 (WCTFR) regulate how and when an
operator189 may impose termination fees.
The WCTFR seek to ensure that when the right of access to an irrigation network is terminated,
the termination fee mitigates the impact on other irrigators that remain within the network.
However, the interests of terminating irrigators and the broader market impacts of termination
fees are also recognised. Broadly, the WCTFR cap the total amount of termination fee that can
be charged to ensure there is an appropriate balance between the need to reduce barriers to
trade and the legitimate interests of IIOs and remaining customers. The maximum amount of
the termination fee under the WCTFR is 10 times the Total Network Access Charge (TNAC). The
TNAC comprises the fixed off‑river infrastructure charges associated with a right of access to an
irrigation network.
Operators are not required to charge a termination fee, and in many cases may elect to waive
part or all of a termination fee in order to encourage network rationalisation. Over the period
2012−13 to 2015−16, IIOs did not actually impose a termination fee on terminating customers
on most occasions (see chart 6.11); in fact, for this period as a whole, only 28 per cent of the
total volume of reported terminations attracted a termination fee. However, in 2015−16 there
was a notable change in this trend—a termination fee was levied for 60 per cent of the volume
terminated. This reflects a change in the context in which terminations are occurring; whereas
in previous years terminations have been dominated by co-ordinated terminations associated
with the NSW PIIOP program190 and GMW Connections Program191, in 2015−16 most operators
reported a smaller volume of terminations but in most cases did levy termination fees. A
particularly significant change was observed in GMW—for 2012−13 to 2014−15, over 70 per cent
of the volume terminated did not attract a termination fee, whereas in 2015−16 GMW levied a
termination fee for all reported terminations.

188 Under the WCTFR, a right of access includes a right to delivery and in some networks, a right to drainage.
For simplicity, this report generally refers to ‘water delivery right’.
189 The WCTFR are limited to those water delivery rights held against infrastructure operators that meet the
definition of ‘irrigation infrastructure operator’.
190 Information on the NSW Private Irrigation Infrastructure Operators Program (PIIOP) is available on the
Department of Agriculture and Water Resources website, accessed April 2017.
191 Information on the GMW Connections Project (formerly known as NVIRP) is available on the Connections Project
website, accessed April 2017.
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Chart 6.11: Proportion of terminations for which a termination fee was imposed, 2012–13 to
2015−16
100%
90%
40%
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75%

74%
95%

50%
40%

60%

30%
20%
10%

26%

25%
5%

0%
2012–13

2013–14
Termination fee imposed (%)

2014–15

2015–16

No termination fee imposed (%)

Source: ACCC from data provided and published by reporting operators.
Notes:

Data for years prior to 2012−13 not available. Data includes surrendered WDR. Data included for GMW and
LMW converted from ML/day and ML/14 days, respectively, to ML.

For terminations where a termination fee was reported to the ACCC, chart 6.12 reports average
per ML termination fees across NSW, SA and Vic operators since 2012−13.
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Average termination fee imposed
($2015–16 per ML)

Notes:

NSW
2012–13

Murray Irrigation

Moira

Jemalong

Hay

Eagle Creek

Coleamablly

Narromine
2013–14

2014–15

West Corurgan
2015–16

SA

Goulburn Murray Water
Renmark Irrigation Trust
Central Irrigation Trust

Western Murray Irrigation

Trangie-Nevertire

Murrumbidgee Irrigation

Vic

Data for GMW and LMW converted from $/ML/day and $/ML/14 days, respectively, to $/ML. During the reported period, Moira, Narromine and Tenandra reported no
terminations for which a termination fee was imposed.

Source: ACCC from data provided and published by reporting operators.
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Chart 6.12: Average per ML termination fee imposed ($2015−16/ML), 2012−13 to 2015−16
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6.2.3

Hypothetical termination fees for 2015−16

In addition to reporting on the actual average termination fees levied by operators, the ACCC
constructs hypothetical termination fees in order to provide a meaningful comparison of
potential termination fees across IIOs, assuming no discounts or waiving of termination fees
occur. The key assumptions192 of this analysis are that an irrigator holds 250 ML of water delivery
right193, and terminates either 50 per cent or 100 per cent of this volume.
Some IIOs list on their schedule of charges a termination fee that is lower than that implied by
their fixed off‑river (access) charge. In these cases, the hypothetical termination fee is calculated
using this lower amount.
Chart 6.13 shows per ML hypothetical termination fees in pressurised networks.
Chart 6.13: IIOs—$ per ML hypothetical termination fees for irrigators in pressurised networks,
2015−16
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$0

▲ % increase from previous year
Source: ACCC from data provided and published by reporting operators.
Note:

CIT termination fees are for all districts excluding Golden Heights and Sunlands.

Chart 6.13 shows that there is considerable variability in the level of hypothetical termination
fees between operators with pressurised networks. The differences are similar to the observation
in section 5.4.4 of significant variability in the proportion of fixed to variable charges. Across
pressurised networks, hypothetical termination fees were highest in LMW’s Robinvale network,
which remained constant compared to 2014−15 at $1195/ML.
Charts 6.14a and 6.14b show the level of hypothetical termination fees in gravity-fed networks
for large and small operators. Nominal percentage changes since 2014−15 are also indicated.
IIOs have been classified as large or small according to the volume of irrigation rights/water
access entitlements held or managed on behalf of customers (volumes over 125 GL are classified
here as ‘large IIOs’).

192 Further details on the assumptions made in the analysis can be found in 2015−16 Water Monitoring Report—
monitoring approach and assumptions, available on the ACCC’s website.
193 For IIOs that do not quantify their water delivery rights in ML, the same assumptions are used in calculating
per ML hypothetical termination fees as those used in calculating IIO’s hypothetical bills. See 2015−16 Water
Monitoring Report—monitoring approach and assumptions.
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However, some of the IIOs in charts 6.14a and 6.14b impose ‘non-volumetric’ off‑river charges
which are not levied according to the volume of water delivery right held, but rather on the
number and size of connections, the size of landholding, per account, or some other way.
Other operators have a tiered tariff structure for charges levied on the basis of water delivery
right volumes. In both cases, the effect of these arrangements is that the per ML amount of the
termination fee may vary according to the proportion of rights terminated. In particular, nonvolumetric charges in many cases are only included in termination fees when an irrigator fully
terminates. Therefore, where relevant the hypothetical termination fee is reported for both the
50 per cent and 100 per cent termination scenario.
Chart 6.14a: Large IIOs—$ per ML hypothetical termination fees for irrigators in gravity‑fed
networks, 2015−16
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For many gravity-fed networks, hypothetical termination fees are simply ten times the fixed
off‑river infrastructure charges levied on water delivery right. For these operators, the per ML
hypothetical termination fee is the same regardless of the volume of water delivery right
terminated. Therefore, only the one termination scenario is presented.
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Chart 6.14b: Small IIOs—$ per ML hypothetical termination fees for irrigators in gravity fed networks,
2015−16
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Source: ACCC from data provided and published by reporting operators.
Note:

Although GMW imposes significant non-volumetric charges, GMW does not include these charges
in termination fee calculations. Accordingly, hypothetical bill calculations for GMW do not include
non‑volumetric charges

Across gravity-fed networks, per ML hypothetical termination fees are highest in LMW’s Mildura
district, at $742/ML, consistent with the fact that LMW has the highest off‑river infrastructure
charges of all operators.
Per ML hypothetical termination fees are lower and less variable in most small IIOs than in large
IIOs (in gravity-fed networks). This broadly reflects the fact that fixed off‑river infrastructure
charges are lower in smaller operators (see section 5.4.4). The lowest hypothetical termination
fee for gravity-fed networks in 2015−16 occurred in Eagle Creek, at $52/ML (this occurred
despite a significant increase in termination fees for Eagle Creek since the previous year).
Charts 6.14a and 6.14b also show the percentage change in per ML hypothetical termination
fees compared to the previous year for 100 per cent termination scenario only. Generally,
the percentage change in hypothetical termination fees is due to changes in fixed off‑river
infrastructure charges (trends in the percentage change of fixed off‑river charges are analysed in
section 5.6.3).
Many operators—Lower Murray Water, West Corurgan, Buddah Lake, Moira, Narromine and
Marthaguy—recorded no change in their hypothetical termination fees in 2015−16. Termination
fees decreased in only three cases—GMW-Shepparton, Coleambally and Jemalong. Of these
operators, termination fees decreased by the largest amount in Coleambally. This decrease
resulted from a decrease in fixed charges in Coleambally during the 2015−16 water year, funded
by higher-than-expected returns from Coleambally trading surplus water.
In contrast, hypothetical termination fees increased by around 5 per cent in all MI areas, and
by similar amounts in MIL. The per ML hypothetical termination fee in Eagle Creek and Hay PID
increased by 24 per cent and 11 per cent, respectively, following increases of approximately the
same amounts in these operators’ fixed charges. Tenandra’s hypothetical termination fees rose
by the largest amount across all operators, increasing by 39 per cent compared to the previous
year. This increase followed a major restructure of Tenandra’s irrigation network, and an increase
in customer charges.
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Transformation, termination and trade decisions

Transformation, termination and trade decisions are often closely interlinked, as they are the key
means by which irrigators adjust their water right holdings. Under the Water Market Rules and
Basin Plan Water Trading Rules, an irrigator is free to make transformation and trade decisions
separately to their decisions about the level of access to their operator’s network (i.e. decisions
relating to water delivery rights).
An irrigator can transform their irrigation right and trade the resulting WAE (or water allocations
made to it) without terminating their water delivery right. For example, an irrigator that trades
their WAE and does not terminate their water delivery right could undertake ‘temporary trade’—
purchasing either water allocated to irrigation rights (within their irrigation network) or water
allocation (from outside their irrigation network) and have this water delivered under their water
delivery right within their operator’s network.
Alternatively, an irrigator might consider trading the WAE resulting from transformation in order
to downsize their irrigation activity (or to change to a less intensive form of irrigation activity)
and may trade or terminate some of their water delivery right within the irrigation network when
transforming. An irrigator may also decide to trade the WAE and exit irrigation altogether and
therefore elect to trade or terminate all of their water delivery right.

6.3.1
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6.3

Termination with a corresponding transformation

This section considers the relationship between transformation and termination decisions within
IIOs that can give effect to transformation.
Table 6.3 shows the volume of irrigation rights transformed and water delivery rights terminated
since 1 July 2009, for all IIOs that can give effect to transformation.
Table 6.3:
Year

All IIOs that can give effect to transformation—volume of irrigation rights transformed
and water delivery rights terminated since 1 July 2009, 2009−10 to 2015−16
Volume transformed as a per cent of
irrigation rights held at 1 July 2009

Volume terminated as a per cent of
water delivery rights held at 1 July 2009

2009−10

4.4%

3.3%

2010−11

2.9%

1.0%

2011−12

2.4%

0.9%

2012−13

3.0%

0.2%

2013−14

1.1%

1.1%

2014−15

2.1%

0.1%

2015−16

1.1%

0.3%

Total

17%

7%

Source: ACCC from data provided and published by reporting operators.

As a proportion of rights held at 1 July 2009, the volume of irrigation rights transformed is
significantly larger than the percentage of water delivery rights terminated. This indicates that
many irrigators are transforming their irrigation rights but electing not to reduce their right of
access to the irrigation network. For some irrigators at least, this may be due to an intention to
continue irrigating using water allocation purchased from other parties or traded in from other
property holdings. However, for other irrigators the up-front cost of termination fees may be
too high.
Chart 6.15 shows the number of customers making transformation and/or termination decisions
since 2009−10.
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Chart 6.15: All IIOs that can give effect to transformation—number of customers, transformation
and/or termination decisions, 2009−10 to 2015−16

300
250
200
150
100
50
0

2009–10

2010–11

2011–12

Termination and transformation

2012–13

2013–14

Transformation only
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Source: ACCC from data provided and published by reporting operators.
Note:

Does not include surrenders for which individual transaction data has not been provided.

In 2009−10, the majority of transforming customers also terminated some or all of their water
delivery right. Since that time, it has become much more common for customers to transform
without terminating.
In 2015−16, of a total of 163 transformations, 132 customers transformed only, while 31
transformed and terminated at the same time. Forty nine customers terminated some or all
WDR, without transforming any volume of irrigation right.
When customers transform and/or terminate, they can choose to transform/terminate some
or all of the rights they hold. Table 6.4 compares the proportion of rights transformed and
terminated for 2015−16, for operators who can give effect to transformation.
Table 6.4:

Terminations and transformations by proportion of WDR terminated or IR transformed,
2015−16

Proportion of WDR terminated or IR
transformed, as applicable

Proportion of terminating
customers*

Proportion of transforming
customers

6%

20%

25%<50%

9%

24%

50%<75%

11%

15%

75%<100%

71%

41%

0%<25%

Source: ACCC from data provided and published by reporting operators.
Note:

* Termination proportions calculated across all operators, not only operators who can give effect to
transformation. Does not include surrenders for which individual transaction data has not been provided.

As shown in Table 6.4, in 2015−16 terminating customers were most likely to terminate
75 per cent or more of their water delivery rights. In comparison, transforming customers were
most likely to transform lower proportions of their irrigation rights.
If the trend of transformations being higher (in volume terms) than terminations continues, this
may lead to significant imbalances between the volume of water held within irrigation districts,
and the volume of water delivery rights on issue (which is a measure of total network capacity).
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6.3.2

Water allocation and ‘temporary’ trade

Most operators reported some water allocation trade during 2015−16. Table 6.5 sets out the
volume of water allocation that was traded into, out of and within each off‑river IO’s area during
2015−16. Reported volumes include ‘temporary trade’ of water held under irrigation rights
(including leases for up to 12 months).
Table 6.5:

All off‑river IOs—water allocation (‘temporary’) trade, 2015−16
Operator

SA
Vic
NSW

Water allocation
traded in (ML)

Water allocation
traded out (ML)

Net exports (ML)

Water allocation
traded within (ML)

CIT

20 500

21 514

1 014

5 365

RIT

1 402

3 948

2 546

5 830

GMW

226 250

224 458

–1 792

668 389

LMW

24 476

20 684

–3 792

10 511

West Corurgan
Moira
MIL
Eagle Creek
WMI

5 960

5 260

3 382

0

–4 135

2 748

155 237

179 067

23 830

111 210

1 510

200

–1 310

300

3 778

21 559

17 780

2 219

Coleambally

13 122

103 270

90 148

68 940

MI

48 020

158 904

110 883

213 867

0

1 732

1 732

58

Jemalong

669

4 640

3 971

1 147

Narromine

117

1 143

1 026

0

0

0

0

0

Hay

Buddah Lake
Trangie-Nevertire

Qld

700
4 135

0

984

984

626

Tenandra

3 279

0

–3 279

432

Marthaguy

1 867

0

–1 867

457

SunWater

4 288

2 263

–2 025

4 688
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Although it is possible to deliver water allocated under water access entitlements (rather than
irrigation rights) within irrigation networks, where this is not occurring, such an imbalance could
indicate significant under-utilisation of existing networks.

Source: ACCC from data provided and published by reporting operators.
Note:

GMW trade volumes are for non-environmental trade relating to GMW trading zones, and do not distinguish
between private diverters and irrigation network customers. Negative sign in ‘net exports’ column indicates
operator is a net importer.

The ability to undertake water allocation (‘temporary’) trades into, out of and within a network
may impact on irrigators’ decisions on whether to transform or terminate. On the one hand, if
an operator facilitates trade into its network, customers may be more inclined to maintain their
irrigation right and right of access (i.e. not transform or terminate). On the other hand, if there
are restrictions on trading water allocation out of a network, an irrigator may be more inclined
to consider transformation as a means of gaining control over their water allocation trade
decisions. This is particularly likely to be the case if there are strong incentives to trade externally
(for example, because of charge differentials across operators and/or valleys). However,
transformation also involves costs for a customer, as noted in section 6.1.2. A preferable
outcome would be for unnecessary operator restrictions on trade to be removed, to facilitate the
operation of efficient water markets and customers’ opportunities for trading.
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To give an indication of operators’ openness to water allocation (‘temporary’) trade, chart 6.16
shows the volume of water allocation trade into, out of and within off‑river IO networks as a
proportion of the total volume of water delivered in 2015−16.
Chart 6.16: Select operators—volume of water allocation traded into, out of and within an
operator’s network as a proportion of the total volume of water delivered, 2015−16
CIT
Renmark
GMW a
LMW
West Corurgan
Moira
MIL
Eagle Creek
WMI
Coleambally
MI
Hay
Jemalong
Narromine
Buddah Lake
Trangie-Nevertire
Tenandra
Marthaguy
SunWater
120%

80%

40%

0%

40%

80%

120%

Volume of water allocation traded 'within' as a proportion of total volume delivered
Volume of water allocation traded 'in' as a proportion of total volume delivered
Volume of water allocation traded 'out' as a proportion of total volume delivered

Source: ACCC from data provided and published by reporting operators.
Note:
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a GMW trade volumes are for non-environmental trade relating to GMW trading zones, and do not
distinguish between private diverters and irrigation network customers. Therefore, comparisons of these
trade volumes with volume delivered to irrigation network customers may overestimate the true proportions
of trade occurring within irrigation districts.

•

Trade patterns for southern MDB operators generally differ by Basin State:
–– SA operators were small net exporters
– For Victoria, LMW off‑river customers were net importers; GMW customers as a
whole were approximately neutral (data limitations prevent further breakdown into
irrigation network customers versus private diverters for GMW)
– Southern NSW operators were net exporters (except Moira, due to its ban on
temporary trade ‘out’ of its network, which was in place up until March 2016). Hay PID
and WMI exported volumes were around 80 per cent of volumes delivered within the
network.

•

Trade patterns for northern MDB operators are more mixed: Tenandra, Marthaguy and
SunWater (off‑river) were net importers, while Narromine and Trangie-Nevertire were
net exporters.

Because of the different factors affecting the relative benefits of transformation and trade, the
degree to which transformation and trade flows are correlated is an empirical question. Chart
6.17 shows the correlation between the volume of irrigation right transformed and the annual
allocation trade into and out of operators’ networks.

ACCC Water Monitoring Report 2015–16

Chart 6.16 shows that:

Water allocation traded into and out of
network as a proportion of total
volume delivered

Chart 6.17: Operators who can give effect to transformation—correlation between proportion of
irrigation right transformed since 1 July 2009 and water allocation traded into and out
of network as a proportion of total water delivered in 2015−16
120%

Hay

100%

WMI

80%

Coleambally
60%

MIL
West Corurgan

40%

Jemalong
Moira

MI

20%

0%

CIT

Narromine

Renmark

0%

10%

20%

30%

40%

50%

60%

70%

% of irrigation right transformed since 1 July 2009
Source: ACCC from data provided and published by reporting operators.

The chart above shows a positive relationship between the proportion of irrigation rights
transformed and the volume of water allocation trade into and out of operators’ networks
relative to water delivered in 2015−16. This relationship also held for the previous three years
(not shown).194 This data suggests that operators whose customers have greater participation in
external water markets are also more likely to have greater volumes of transformation.195 There
are several possible factors which could explain this relationship. In particular:
194 Hay PID was not an outlier in previous years. The data for Hay PID in 2015−16 reflects the large volume
of transformation in this year, and significant trade out relative to volumes delivered within the network.
Transformations are directly connected to the Hay infrastructure project described in box 6.1, and trade volumes
relative to deliveries are also likely to have been affected by this project.
195 Note, however, that these charts report data for the operator as a whole only, not for individual irrigators. As
such, while these charts are useful to identify trends across operators, they do not necessarily indicate that the
irrigators undertaking external trades are the same as those undertaking transformation. These results should be
used as a guide only.

151

ACCC Water Monitoring Report 2015–16

•

Irrigators who wish to participate in external water allocation markets may also wish to
participate in external water access entitlement markets, and therefore transform in order to
be able to sell their water access entitlement and rely on water allocation trade in to supply
their water needs.

•

Irrigators who wish to participate in external water allocation markets may encounter barriers
to trade (particularly to trade out), and may transform their irrigation right in order to avoid
these barriers.

•

Operators’ policies may have similar influences on customer decisions to transform and
trading activity.

The relationships shown in the above charts also hold for ‘trade out’ only, indicating that
operators having a larger number of irrigators who sell water allocation (or sell water available
under their irrigation right externally) are also more likely to have a larger number of customers
who undertake transformation.

Operator-imposed trade restrictions
Because irrigation rights are non-statutory rights held against an IIO196, the operator’s approval is
required to trade irrigation rights.
The ACCC’s monitoring of operators’ trading policies indicates that some operators place
conditions or restrictions on the ability to trade water allocated to irrigation rights (often referred
to as annual or ‘temporary’ trade). Examples include:
•

Some operators have placed restrictions on temporary trade ‘out’ of the IIO’s network in
specific circumstances—for example, in 2016 Murray Irrigation Limited (MIL) negotiated
an arrangement with Snowy Hydro Ltd. which allowed for an ‘advance’ of participating
users’ allocations in future years for use in the 2016−17 water year. In order to maximise the
benefits from this arrangement accruing ‘inside’ MIL’s network, MIL placed a condition on the
‘advanced’ water that it must be used with MIL’s network—i.e. water which would ordinarily
be able to be traded both within and externally to MIL’s network would, if accessed via the
advance, be restricted to being traded or used within MIL’s network (or forfeited, if carryover
was not available).

•

MIL and MI prohibit internal ‘annual’ trades of water allocated to holders of high security—
towns’ irrigation rights, other than to other holders of the same class of irrigation rights. MI
also requires that water allocated to category 5 (stock and domestic) and category 6 (high
security—non-potable domestic) may only be traded (internally only) if it will subsequently
be used only for stock and domestic purposes.197

•

Until recently, Moira did not allow any ‘temporary trade’ out of its network. While Moira’s
trading policy has been revised to allow trade, various conditions are still applied.198

•

Some operators (e.g. Jemalong, West Corurgan, Moira) levy exit fees on the temporary trade
of water allocated under irrigation rights ‘out’ of an IIO’s network.

196 There are now some statutory requirements under the Irrigation Act 2009 (SA) and the WMA 2000 (NSW) that
the IIO must have regard to when determining a person’s entitlement to water under an irrigation right. Also,
Basin Plan water trading rule (BPWTR) 12.34 requires IIOs within the MDB to clearly specify irrigation right
holders’ entitlement to water under their irrigation right, and provide notice if this entitlement is changed.
197 MIL, Transfer Rules Policy, Rule 10; MI, Transfer and Conversion Rules, Rule 13.
198 See ‘MPID External Trade of Seasonal Allocation Policy’ in Moira, MPID Water Trading Rules, 2016−17.
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6.3.3

Water delivery right trade

An irrigator may elect to trade, rather than terminate, their water delivery right. Such trades
commonly occur in association with the trade of an irrigation right from one irrigator to another
within the same irrigation network. Trades of water delivery right alone have historically been
less common.
The Basin Plan water trading rules, which commenced on 1 July 2014, prohibit an IIO from
unreasonably restricting the trade of water delivery right. Markets to trade water delivery right
are gradually becoming more well‑established.
Table 6.6 reports results from an irrigator survey undertaken by the University of Adelaide in
2016. In this survey, irrigators were asked about their water delivery rights holdings and their
participation in water delivery right markets.
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Regardless of whether such restrictions or limitations may be justifiable, they erode the security
and value of irrigation rights and make clear that such allocations are less secure than ‘water
allocations’ (i.e. allocations made to statutory water access entitlements).199

These results show that, across operators in the southern MDB, around 40 per cent of irrigators
are estimated to have traded their water delivery right at some point. While individual results
are only available for MIL, MI and GMW, the data shows that participation in WDR markets is
highest in the NSW Murray, where an estimated 44 per cent of irrigators within IIOs have traded
their WDR.
While the data above suggests that a number of irrigators are participating in WDR trade, data
reported by operators on volumes of water delivery right traded shows that trade volumes are
generally relatively low. Chart 6.18 shows the volume of water delivery right traded within IIOs’
irrigation networks. This chart includes trades involving just water delivery right together with
‘bundled’ trades involving both water delivery right and either a water access entitlement or
irrigation right.

199 Such restrictions/limitations are not currently prevented by the water charge rules or Basin Plan water trading
rules (BPWTR). While the ACCC has advised that the water charge rules should be amended to prohibit the
application of certain charges on trade of tradeable water rights, this advice is still under consideration by the
Minister. See rule advice 5‑D in ACCC (2016) Review of the Water Charge Rules Final Advice,
Similarly, the Basin Plan water trading rules currently do not prevent operators restricting trade of irrigation
right, on the assumption that if operators do unreasonably restrict such trade, irrigators have the option of
transforming their irrigation right into a water access entitlement. The ACCC considers that, in light of operators’
trade restrictions and recent data on transformations, a ‘re-testing’ of this assumption may be warranted if the
BPWTR are reviewed in the future.
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MIL

98 (1)

98 (2)

96 (3)

1464 (182)

1638 (203)

2092 (326)

95 (3)
1904 (354)

22 (4)

22 (5)

13 (5)#

13 (5)#

13 (3)

39 (5)

1 (1)#

Too much
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Unsure

51 (6)

1 (1)#

35 (5)

12 (4)#
0

26 (6)

9 (4)#

66 (7)

1 (1)#

34 (4)

1 (1)#

31 (4)

0

25 (7)
#

49 (4)
16 (3)

52 (4)
15 (3)

65 (8)
10 (5)#

1 (1)#

2 (1)

No
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6 (4)
#

2 (2)
#

26 (6)

68 (7)

1 (1)#

96 (2)

65 (8)
7 (4)

44 (5)

200

43 (7)

40 (8)

30 (4)

27 (4)

11 (3)

#

14 (3)

75 (4)

36 (5)

7 (2)

#

14 (3)

79 (4)

0

13 (3)

19 (4)

68 (5)

18 (4)

281 (88)#

39 (2)

6 (1)

11 (1)

83 (2)

1 (0.5)#

33 (2)

12 (1)

54 (2)

20 (2)

940 (65)

Southern MDBa

94 (1)

SA Murray
operators

# This estimate has a relative standard error (standard error divided by the value estimate) greater than 25 per cent, and should be used with caution. MIL: Murray Irrigation
Limited. MI: Murrumbidgee Irrigation. GMW: Goulburn Murray Water. ***, ** Pearson chi2 statistic is significant at the 0.01 and 0.05 significance level, respectively.

Standard error estimates are in parentheses. a Includes private diverters not elsewhere shown in table

41 (5)

10 (2)

14 (3)

76 (3)

200 Zuo, Wheeler and Loch (2015) Short survey of southern Murray-Darling Basin irrigators’ views on the review of the water charge rules, Table 12.

Notes:

Source: Zuo, Wheeler and Loch (2015)
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#
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Table 6.6:
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Chart 6.18: Select operators—volume of water delivery right traded, 2013−14 to 2015–16201
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The three largest operators—GMW, MIL and MI—together accounted for the vast majority of
WDR traded in 2015−16. In fact, GMW reported that 14 per cent of the total volume of WDR
on issue in GMW networks was traded in 2015−16, which represents a substantial increase from
trade volumes reported in previous years. Trade volumes in Coleambally, which had previously
been significant, were very small in 2015−16.
Of the WDR trade reported in chart 6.18 (exclusive of trade in GMW202), 78 per cent of WDR
traded occurred independently of trade of irrigation rights or water access entitlements. This
represents a significant shift from previous years (e.g. only 39 per cent of WDR trade (excluding
GMW) was traded without irrigation right/water access entitlement in 2014−15). This data
provides support for the observation that WDR markets are maturing over time.
One factor which may limit the volume of WDR traded independently of WAE/IR is the extent
to which the operator informs its customers of potential WDR trade opportunities. The key
example of where an opportunity for trade may exist is where an existing or prospective
customer wishes to take on new or additional WDR. Where there is one customer who wishes
to reduce their WDR and they hold the same type of WDR as the kind that another customer
wishes to take on, there is a clear opportunity to trade. In this case, the customer who wishes
to reduce their WDR holdings could sell their WDR to the other customer at a negotiated price,
which could be negative if the value of the termination fee avoided is greater than the benefit
for the ‘buyer’ taking on the WDR. However, customers may not be aware of when these
opportunities arise.
As indicated in table 6.6 above, an estimated 33 per cent of irrigators in the southern MDB
feel that they do not have sufficient WDR for their needs, whereas 12 per cent feel they have
too much. While specific trade opportunities depend on the circumstances involved, this data
suggests there are opportunities for WDR to be traded, to allow customers to adjust their
holdings to better suit their needs.

6.4

Charges levied on trade

Water markets provide an efficient mechanism for water to flow to its highest value and to
promote the efficient use of MDB water resources and water service infrastructure. However, the
way in which charges are applied in relation to trade can affect the efficiency and effectiveness
of water markets.
Water trade covers a wide range of activities. Broadly, water trade relates to a change in
ownership and/or location of:
•

water access entitlements

•

water allocation

•

irrigation rights

•

water delivery rights.

Water trade can occur within an infrastructure operator network or system (intra-network),
within a specific valley (intra-valley), within a Basin State (intra-state) or between Basin States
(interstate).
Basin State departments, water authorities and infrastructure operators impose charges in
relation to water trade. The sections below set out the charges associated with water trade and
the impact they can have on the effectiveness of the water markets and water users.

202 GMW was unable to separate out WDR traded together with a water share from WDR traded independently.
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Basin State water trade application charges

Because water access entitlements and water allocations are rights by or under the law of
a Basin State, trade of such rights generally requires approval (or at least registration) by a
designated approval authority.
Water trade applications are processed differently in different Basin States. In SA and the ACT, all
trade applications are processed by the Basin State department or water registrar. In NSW and
Victoria certain trade approval and registration functions have been delegated to the relevant
on‑river infrastructure operators (WaterNSW in NSW and GMW and LMW in Victoria).
Generally speaking, water allocation trades are relatively straight forward and simple to
process. Water access entitlement trades are generally more complex and can be compared
to the process of transferring real estate. As such, water access entitlement trade application
charges are generally higher than those for water allocation trade, reflecting the higher
administration costs.

ACCC Water Monitoring Report 2015–16

6.4.1

Table 6.7 sets out water trade application charges for all Basin States in 2015−16. It shows
charges for inter-valley, intra-state and interstate transfers. These figures are based on a
proposed trade of 50 ML involving both a change in ownership and a change in location of
the right.
The data in the table does not cover any further administrative charges that might be applied by
off‑river infrastructure operators (see section 6.4.2).
The assumptions behind the trades presented and the charges applied are set out in
2015–16 Water Monitoring Report—monitoring approach and assumptions, available on the
ACCC website.
Table 6.7:

Basin States—water trade application charges, 2015−16

Type of trade

Queensland

NSW

ACT

Regulated/
unregulated

Victoria

SA

Online/paper

Water access entitlement trade
Intra-valley

$286.10

$496.73

$160.3

$303.1

$415

Intra-state

$286.10

$496.73

$160.3

$303.1

$415

Interstate

$286.10

$496.73

Not allowed

$303.1

$415

Intra-valley

$0/$156.80

$64

$160.3

$43.60/$82.10

$244

Intra-state

$0/$156.80

$64

$160.3

$43.60/$82.10

$244

$156.8

$64 + variable
use chargea

Not allowed

$43.60/$82.10

$244

Water allocation trade

Interstate

Source: ACCC from data provided and published by Basin State departments and water authorities.
Note:

WaterNSW requires the payment of variable usage charges for all allocation assignments involving a buyer
licence not linked to a NSW Works Approval.
a

As shown above, trade application costs vary significantly between Basin States. For example,
the cost of a water trade application in SA is over five times the amount of an online trade
application in Victoria. The significant difference in trade fees reflects, in part, the administrative
requirements of each Basin State.
In Victoria, both water access entitlement and water allocation trades occur through the
Victorian Water Register. The Victorian Water Register is an online public register of all
water-related entitlements in Victoria. This means that trading rules for certain trades can
be ‘hard‑coded’ into the system, reducing the need for more costly individual assessment.
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In comparison, trading applications in relation to SA are still completed in paper form and
require significantly more administration activity to process, for both water allocation and water
access entitlement.
Water trade application charges can influence irrigators’ decisions to enter particular water
markets, the volume they elect to trade or whether they trade at all. Different approaches to
charging in different States also have the potential to influence trade decisions and the location
and direction of water market activity. For example:
•

the requirement to pay relevant interstate trade application charges in both the state of
origin and the state of destination will, other things being equal, increase water users’
preferences for trading intra-state versus inter-state.

•

significant differences in fees across Basin States and/or operators will affect the relative
‘gains from trade’ for buyers and sellers when water access rights are traded between
different locations; for example, for an interstate water allocation trade from Victoria to SA,
the seller in Victoria will be paying significantly less than the SA buyer (with the difference
being between $158 and $195.60 per application).203

•

in NSW, if water allocation is traded to an account or WAE that is not linked to a NSW works
approval, variable charges (WPM and on‑river) are levied on the seller at the time of trade.
This arrangement can alter water users’ trading decisions—other things equal, a seller located
in NSW will prefer to trade with a buyer who has an account that is linked to a NSW works
approval, so as not to incur the relevant charges. If the seller trades with an alternative buyer
(e.g. an interstate buyer), the degree to which these variable charges can be passed onto the
buyer must be negotiated between buyer and seller.

6.4.2

Off‑river infrastructure operator trade application charges

In addition to the state trade processing charges discussed in the previous section, off‑river
operators generally also impose their own charges for trade into, out of, and within
their networks.
These trade application charges may be affected by a range of factors, including:
•

the likely volume of trade applications

•

the feasibility of internal procedures to manage this task

•

the operator’s approach to cost recovery—that is, whether these costs should be:
– rolled into general infrastructure charges or
– recovered from traders only (and, if so, at what rate(s)).

In order to facilitate the movement of water to its highest value use, and the efficiency of water
markets more generally, the trade application charges applied by off‑river IOs should reflect their
efficient costs in administering trades. Charging arrangements that deviate significantly from this
may unduly affect water users’ decisions to trade water and prevailing water market prices.
Water trade application charges vary significantly across operators. As with Basin States, trade
application charges are generally higher for ‘permanent’ trades than for ‘temporary’ trades.
These charges are set out in table 6.8.

203 Although the buyer and seller may separately come to an agreement to share the cost of these charges, the
overall cost to trading parties will still be higher with interstate trades.
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Select204 off‑river IO water trade application charges—internal and external and
permanent and temporary water trades, 2015−16

Operator

Temporary
Internal

CIT

Permanent

External

Internal

External
(transformation)

$55

$330

$330

Renmark
West Corurgan

$320
$18.70

In: $66

$350

$400

$310

$385

Out: $66 + $11per ML
MIL

$0

Moira
WMI
MI
Hay

$65
Out: $90 + $8 per ML

$24.20

$68.20

$323.40

$333.30

$0

$75

$225

$225

$11

Jemalong

$11

$350

$5.02 per ML
(trade ‘out’ only)

$400

Narromine
Buddah Lake

$300

$77
$10 per ML
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Table 6.8:

$77 + any on-costs

$10 per ML

Source: ACCC from data provided and published by reporting operators.

Most operators’ charges do not vary with the amount traded. While this may make smaller
volume trades uneconomical for some users, this may nevertheless represent a reasonable
basis for recovering the costs incurred (which would not be expected to vary with the volume
being traded).
Some off‑river IOs also distinguish water trade fees depending on whether the water trade
occurs internally within the network or externally either into or out of the network. This applies to
both temporary and permanent water trade.
Higher trade application charges for external trades (compared to internal trades) will necessarily
impact on a user’s trading decisions. However, as noted above, where such charges reasonably
reflect the costs incurred by the off‑river IO, this is not necessarily a matter for concern.
It is reasonable to assume that the underlying cost of administering a trade into a network
would be equivalent to the cost of administering a trade out of a network. Therefore, any
discrepancies between IO charges applying to water traded ‘out’ versus water traded ‘in’ need to
be considered carefully. Similarly, the imposition of charges upon trade from one type of user to
another may also raise concerns. The next section considers these issues in more detail.

204 Off‑river IOs are only listed where a water trade fee is listed on their schedule of charges.
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6.5

Operator innovations to respond to impacts of
transformations and trade out of off‑river networks

As noted in previous sections, most operators have experienced reductions in the volume of
irrigation rights held against them by irrigators, which translates into reductions in the volume of
water access entitlement held by operators.
While actual deliveries in any given year are strongly influenced by overall water availability,
declines in the volumes of water access entitlement held by the operator and its off‑river
customers will result in the average volume of water delivered within off‑river networks
decreasing over time. Such decreases in long-term average water deliveries can impact the longterm viability of the off‑river network.
Off‑river operators may be able to respond to these changing circumstances by changing their
operations, in a variety of ways. For example, operators may do one or more of the following:
•

reduce costs of providing existing services

•

rationalise networks (see, for example, box 6.1)

•

alter charging arrangements (tariff structure reform)

•

offer new or different infrastructure services

•

seek to engage with a new or different customer base.

These actions will both influence, and be influenced by, transformation, termination and trade
decisions by off‑river customers. As such, the ACCC monitors publicly available information
provided by operators on these actions. The case studies below provide several examples of
such actions taken by operators in the 2015−16 water year.
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In February 2016 Murray Irrigation Limited (MIL) announced the successful negotiation
of an arrangement with Snowy Hydro Ltd to allow for an ‘advance’ of participating users’
allocations in future years for use in the 2016−17 water year, up to a limit of 200GL.
The advance was undertaken in two steps:
•

in the first step, MIL shareholders and selected external ‘industry partners’ were offered
the opportunity to nominate a volume of water that they may potentially wish to access
under the advance. This was referred to as the ‘option’ amount; MIL shareholders could
nominate any volume up to 25 per cent of their irrigation right or water delivery right.
Nominations for option volumes closed on 13 May 2016, and MIL reported that the
option was fully subscribed.205 An ‘option fee’ of $8/ML of option volume was levied.

•

in the second step, participating users could ‘exercise’ a nominated proportion of
their option volume. The volume exercised need not be the full option volume—i.e. if a
customer had selected an ‘option volume’ of 100 ML, they could elect to exercise any
volume up to 100 ML. Nominated exercised volumes were credited to participating
customers’ accounts by 1 August 2016.206 Overall, almost 30 per cent of the option
volume was exercised.207 An ‘exercise fee’ of $39/ML exercised was levied.208
MIL released an updated Schedule of Charges containing the two new fees, consistent with
its obligations under the WCIR.
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Box 6.2: MIL—Snowy ‘advance’

MIL reported raising $1.5 million in 2015−16 from the ‘option fee’, against reported
expenditure of $1.2 million.209 The final volume of water delivered under the Snowy advance
in the 2016−17 water year is not yet known.
This advance is not the first of its kind—several water ‘borrows’ from Snowy Hydro
have been negotiated in previous years. However, an innovative feature of the 2015−16
MIL‑Snowy advance was that participating customers would only be required to repay
the advanced amounts once announced allocations for NSW Murray general security
entitlements reached 40 per cent. Further, unlike previous ‘borrows’, there are no further
fees associated with the advance other than the option and exercise fees referred to
above.211 These innovations addressed perceived shortcomings of previous ‘borrows’ in that
they help ensure participating users are only liable to repay advanced water in years where
there is ‘sufficient’ water availability. In order to maximise the benefits from this arrangement
accruing ‘inside’ MIL’s network, MIL placed a condition on the ‘advanced’ water that it
must be used with MIL’s network—i.e. water which would ordinarily be able to be traded
within and externally to MIL’s network would, if accessed via the advance, be restricted to
being traded or used within MIL’s network (or forfeited, if carryover is not available). While
the ACCC recognises the desirability of this restriction from the perspective of MIL, the
restriction increases the risk that water will be forfeited, as MIL did not secure any additional
carryover capacity as part of the deal. Also, as the ACCC understands that MIL fully costrecovered for the advance via the two fees that were applied (the ‘option fee’ and the
‘exercise fee’), it appears that MIL will still be fully repaid regardless of whether the water is
used internally or traded externally. As such, it is not clear that this restriction was necessary
to ensure the advance would be beneficial to MIL and its customers.

205 MIL, Annual report 2015−16, p. 11.
206 MIL, Snowy advance 2016−17—Frequently asked questions (updated Friday 8 July 2016), available from MIL’s
website, accessed April 2017.
207 MIL website, accessed April 2017.
208 Participating users would also pay standard usage charges when having their exercised volumes actually
delivered.
209 MIL, Annual report 2015−16, p. 45.
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Box 6.3: Environmental watering using off‑river infrastructure
In August 2015, the NSW Office of Environment and Heritage (OEH) announced210 that
it had entered into a cooperative effort with Coleambally Irrigation Co-operative Limited
(CICL), the Commonwealth Environmental Water Holder (CEWH) and local landholders to
deliver up to 30 GL of environmental water into the Yanco Creek and nearby wetlands, using
the Coleambally Catchment Drain (operated by CICL).
In 2015−16, MIL also assisted with the following environmental watering projects:
•

Environmental watering in Yarrein Creek

•

Tuppal Creek

•

Jimaringle-Gwynnes-Cockran creek system

•

Private wetlands watering.211

Given that environmental water holders (EWHs) now hold a substantial volume of water
access entitlements, operators may be able to develop new infrastructure services that
are of interest to EWHs. These services may differ from existing services developed for
agricultural irrigation customers—for example, EWHs may seek to have water delivered via
off‑river infrastructure to different locations, or at different times, than irrigators.
The ACCC welcomes the development of such innovative infrastructure services and notes
that they may help to improve the long-term viability of off‑river operators. However, the
ACCC’s view is that such services should not be developed in a manner that unreasonably
discriminates between different users or classes of customers. For example, in general new
services developed for EWHs should be made available to other customers. Further, any
fees levied in relation to such services are required under the WCIR to be included on the
operator’s schedule of charges.

210 NSW Office of Environment and Heritage, Landholders welcome arrival of environmental water at wetlands west
of Morundah, 28 August 2015.
211 MIL website, accessed April 2017.
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Irrigated cropping
Photographer: Brayden Dykes. Photograph provided courtesy of MDBA.

7.

Compliance with the rules

This chapter provides an overview of the ACCC’s compliance and enforcement
activities during 2015–16. In particular, the chapter discusses:
•

the ACCC’s approach to compliance and observations about compliance with the
Commonwealth Water Rules

•

compliance activities including complaints and enquiries, and

•

the ACCC’s compliance agenda for 2016−17.

Irrigated cropping
Photographer: Brayden Dykes. Photograph provided courtesy of MDBA.
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Key points
•

The ACCC has seen a reduction in the number of complaints and enquiries from most
stakeholder groups since 2014−15.

•

The ACCC’s investigation and compliance activities during 2015−16 focused on pricing
transparency and the transformation process.

•

The ACCC identified two breaches of the Water Rules in 2015−16. In both cases, the
infrastructure operator promptly provided the ACCC with information and rectified the
breach. The ACCC resolved its investigations into the breaches administratively212 rather
than by taking enforcement action.

7.1

Overview

The ACCC is responsible for enforcing the rules made under Part 4 of the Water Act. These
are the Water Market Rules 2009, Water Charge (Termination Fees) Rules 2009, Water Charge
(Infrastructure) Rules 2010, and Water Charge (Planning and Management Information) Rules
2010 (collectively, the Rules). The ACCC uses the information that it collects through routine
monitoring, information requests and complaints and enquiries it receives to monitor compliance
with the Rules.
The ACCC can also take action to enforce compliance with the fair trading requirements of the
Competition and Consumer Act 2010 (Cth) (CCA) by IOs and water market intermediaries.
This chapter reports on the ACCC’s compliance and enforcement activities carried out in
2015−16 in relation to the Rules (and the CCA where applicable). It also includes observations
about compliance with the Rules, based on the outcomes of investigations and the subject
matter of complaints and enquiries received by the ACCC.

7.2

Approach to compliance

Consistent with the water charging and water market and trading objectives in the Water Act213,
the ACCC is committed to:
•

promoting the efficient operation of water markets and minimising transaction costs on
water trades

•

ensuring that all water users have reasonable opportunities to access water markets and are
not unreasonably restricted from trading their water rights

•

achieving pricing transparency, and

•

providing appropriate protection of third-party interests.

The ACCC aims to foster a culture of compliance among regulated entities to reduce the risk that
infrastructure operators’ policies or conduct may cause harm to water users or impede water
trading through contraventions of the Rules or the CCA.

212 Administrative resolutions can range from a commitment by an operator in correspondence to a signed
agreement between the ACCC and the operator setting out detailed terms and conditions of the resolution.
Administrative resolutions generally involve the operator agreeing to stop the conduct and compensate those
who have suffered a detriment because of it, and to take other measures necessary to ensure that the conduct
does not recur.
213 Schedules 2 and 3 of the Water Act.
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•

ensure that IOs understand their obligations under the Rules and provide accurate and
relevant information to their customers

•

encourage greater engagement by IO with the ACCC regarding any policies or plans that
may place the operator at risk of breaching the Rules

•

provide assistance to IOs to comply with the Rules, particularly smaller IOs

•

ensure that water users understand their rights under the Rules and how to contact the
ACCC if they believe that their IO’s policies or practices breach the Rules or the CCA.

Where the ACCC identifies practices that may breach the Rules or the CCA, the ACCC aims to
achieve positive compliance outcomes through cooperative stakeholder engagement rather than
enforcement action.214

7.3

Compliance activities in 2015−16

ACCC Water Monitoring Report 2015–16

The ACCC undertakes targeted compliance and enforcement activities designed to:

In 2015−16, ACCC activities to promote compliance with the Rules included:
•

Monitoring—assessing compliance with the Rules by reviewing IO and Basin State
responses to the ACCC’s 2015−16 request for information. Where potential compliance
issues were identified, ACCC staff followed up with individual entities to seek clarification or
other information.

•

Education and Engagement—contacting several IOs that the ACCC had not previously
engaged with about their responsibilities under the Rules. Most were already generally aware
of their obligations. The ACCC provided information to assist them to comply with the Rules.

•

Investigations—including:
–– two IOs with conditions of service stating that customers could be liable for
regulated charges where those charges were not in the IO’s schedule of charges.
It is a breach of the WCIR for an IO to levy a regulated charge that is not in its
schedule of charges. After the ACCC contacted these IOs, both agreed to amend
their conditions of service to ensure compliance with the Rules. This prompted one
of these IIOs to review all of its fees and charges. The IO identified a regulated charge
that had not been included on its schedule of charges (see case study 2).
–– two IIOs that were potentially in breach of the WMR by imposing transformation
application fees in excess of the recovery of ‘reasonable and efficient’ costs in
processing transformations (see case study 3).

7.4

Complaints and enquiries from water stakeholders

The total number of complaints and enquiries received by the ACCC from water stakeholders
in 2015−16 was half that received in 2014−15 (18, down from 36) and had declined markedly
compared to previous years (see table 7.1).

214 The principles adopted by the ACCC to achieve compliance, and tools available to it, are set out in the ACCC
Enforcement Guide—Water Market and Water Charge Rules available on the ACCC website: http://www.accc.
gov.au/regulated-infrastructure/water/water-guides.
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Table 7.1:

Complaints and enquiries from water stakeholders, 2011−12 to 2015−16

Water Stakeholders

2011−12

2012−13

2013−14

2014−15

2015−16

20

14

13

8

13

7

17

13

8

2

Water specialists and interest groups

22

10

8

4

0

Other water stakeholders

22

5

14

16

3

Total complaints and enquiries

71

46

48

36

18

Initial investigations by ACCC

25

20

7

8

10

7

4

2

2

2

Irrigators
Infrastructure operators

215

Investigations resulting in
identification of breach

In 2015−16, only two IOs contacted the ACCC for guidance on the operation of the Rules—
a substantial decrease compared to previous years. The ACCC considers that this indicates
that IOs are now generally familiar with the requirements of the Rules and of transformation
and termination. The number of contacts from other (non-irrigator) water stakeholders also
substantially decreased. By contrast, the number of complaints and enquiries from irrigators
increased in 2015−16 compared to 2014−15, returning to levels observed in previous years.
This increase may reflect greater direct contact by irrigators with the ACCC through consultation
arising from its review of the water charge rules (see box 1.2).

7.5

Investigations

In 2015−16, the ACCC conducted 10 initial investigations into possible breaches of the Rules.
The investigations resulted from compliance concerns identified through complaints or ACCCinitiated compliance reviews. Three of these investigations are presented as case studies below.
Two of these investigations (case studies 2 and 3) resulted in the ACCC identifying a breach of
the Rules by an IO. The ACCC resolved its compliance concerns administratively, without taking
formal enforcement action. The ACCC assessed this to be the appropriate response on each
occasion, given that there was a low level of detriment and the operators cooperated fully with
the ACCC investigation, promptly providing information and rectifying the breach.

215 Based on compliance concerns raised through complaints and enquiries from water stakeholders, staff analysis
and self-reporting of breaches by infrastructure operators. In some cases, the investigative timeframe may
overlap different monitoring report periods. Where this is the case, the year that the matter was substantially
resolved by the ACCC has been used for the purposes of data reporting.
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Issue: An IIO had a policy of not allowing its members to trade ‘temporary water’ (i.e. their
annual allocation of water issued under the irrigation right) outside the IIO’s area. Members
of the IIO did not want to transform as they were concerned about the transaction costs
associated with transformation. Members of the IIO informed the ACCC that the price that
they could obtain for their water from a buyer inside the IIO’s area was substantially less than
they could obtain from a buyer outside of the IIO’s area.
The ACCC was concerned that the IIO’s ban on the trade of temporary water to people
outside of the IIO’s area could effectively prevent members from selling their water at the
market price and that the policy would obstruct the competitiveness of market operations.
Resolution: The IIO agreed to remove the policy that specifically restricted trade of
temporary water out of the IIO’s area up to the amount of water traded in. The IIO
subsequently introduced a policy requiring that its members be given 14 days notification
of temporary water for sale in the IIO’s area before such water could be traded out of its
area. The IIO advised that, in its view, the 14 day period was necessary to ensure that all
its members were informed by post about temporary water available for sale in the IIO’s
district. This was so that all members including those without internet/email access had an
opportunity to purchase the water. As temporary water is often sold or purchased to fulfil
an immediate need, the ACCC remained concerned that this policy would have the practical
effect of continuing the IIO’s ban on external trade of temporary water.
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Case study 1: Temporary trade of water out of irrigation infrastructure operator’s
district

Once the ACCC raised these concerns with the IIO, the IIO confirmed that it would not
impede the sale of temporary water (between members, or between a member and a nonmember) agreed within this 14 day period. The IIO confirmed this in writing to its members
and agreed to review its policy in 2017.

Case study 2: Regulated water charges not included on schedule of charges
Issue: Two IOs included a clause in their conditions of service that customers could be liable
for charges even if the charge was not listed on the IO’s schedule of charges.
Under the WCIR, IOs are not permitted to levy a regulated charge unless the IO has provided
a copy of its current schedule of charges to its customers and the regulated charge is listed
on it.
Resolution: The ACCC chose to resolve these matters administratively after both IOs agreed
to amend their terms of service to clarify that they would not levy regulated charges that
were not included on their schedule of charges.
This ACCC action prompted one of these IOs, Murrumbidgee Irrigation (MI), to undertake
an internal review of all its fee and charges. Following this review, MI informed the ACCC
that it had identified a charge—the Home Garden Licence (HGL) charge—that had not
been included on its schedule of charges between 2011 and 30 June 2016. The ACCC
resolved this breach of the WCIR by administrative resolution. MI agreed to revise and audit
its internal systems and procedures to prevent any recurrence of this breach and ensure
ongoing compliance with the WCIR more broadly.
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Case Study 3: Transformation application fee exceeding reasonable and
efficient costs
Issue: The ACCC identified two IIOs that appeared to be charging a transformation
application fee that exceeded the recovery of reasonable and efficient costs incurred in
processing the application. In the first case, the IIO increased the transformation application
fee on its schedule of charges from $375 in 2014−15 to $1000 in 2015−16. In the second
case, the IIO’s transformation application fee was $800.
Rule 13 of the WMR allows IIOs to charge a transforming irrigator an administrative fee
for processing a transformation application. However, the WMR limit the costs the IIO
can recover through the fee to the reasonable and efficient costs incurred, or likely to be
incurred, by the operator in processing the application.
The ACCC has previously taken the view that the amount of reasonable and efficient
costs incurred by a typical IIO to process a transformation application is unlikely to exceed
approximately $350 ($2011−12, exclusive of GST).216 Consequently, operators that impose
transformation application fees in excess of this amount may be required to provide
information to the ACCC to substantiate a claim that their transformation application fees
are compliant with the WMR.
Resolution: In the first case, the ACCC was informed that the IIO’s transformation application
fee on its schedule of charges included two separate charges: a transformation application
fee and a disconnection fee. The IIO agreed to amend its schedule of charges to correctly
reflect the two fees and to provide information to the ACCC showing that the amount
charged complied with the requirements of the WMR. In the second case, the IIO agreed to
reduce its transformation application fee and refund customers who were overcharged.

7.6

Compliance agenda for 2016−17

In 2016−17, the ACCC will continue to engage with operators and their customers to inform
them of their respective obligations and rights under the Rules. In particular, the ACCC expects
that its focus will be on engaging with stakeholders and explaining any changes in compliance
requirements resulting from amendments to the Rules (that may be made by the Minister as a
result of the water charge rule review).
Over recent years, the ACCC has observed some improvements in pricing transparency and
in the ability of water users to access water markets without unreasonable delay or cost. The
ACCC will continue to engage with infrastructure operators to identify and remedy charging
and administrative practices which restrict water trade. A focus for the ACCC will be operator
practices that:
•

anti-competitively restrict trade of water from inside to outside of an IIO’s district

•

result in transformation fees exceeding reasonable and efficient costs

•

result in inefficient or prohibitive processes for transformation

•

make transformation of an irrigation right conditional on a customer terminating water
delivery right.

The ACCC will also continue to liaise with water market intermediaries to ensure that they
understand their responsibilities under the ACL.

216 ACCC, Guidelines on transformation application fees, 1 October 2012, https://www.accc.gov.au/regulatedinfrastructure/water/water-guides, p. 4.
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Over time, new operators may be created as arrangements change within the Basin. Where this
occurs, the ACCC’s approach will be to educate the operator about its responsibilities under the
Rules, to foster positive engagement and a long-term culture of compliance for that operator.
Case study 4 below provides details of a new operator—Mallawa Irrigation—that is currently
being established in the Queensland MDB.
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Case Study 4: Mallawa Irrigation
In 2012, the Queensland State Government set up a working group to examine the possible
devolvement of ownership and management of eight local channel (i.e. off‑river) irrigation
schemes from SunWater to local management. This follows similar devolvement processes
in New South Wales and Western Australia. The working group consisted of representatives
of the local irrigation schemes, SunWater and other relevant stakeholders.217
The working group recommended that devolvement occur for four local channel irrigation
schemes, including the St George Water Supply Scheme.218 The St George Water Supply
Scheme is the only one of SunWater’s eight channel irrigation schemes located in the
Murray-Darling Basin.219 The working group considered that devolvement of the four channel
irrigation schemes would cap the costs of the irrigation schemes to the taxpayer, assist
the achievement of cost-reflective pricing, permit customers to realise the value of their
entitlements and allow customers to determine whether their schemes are sustainable.220
The Queensland Government appointed an interim board for the St George Water Supply
Scheme.221 It required the board to develop a business plan for the devolvement of the St
George Water Supply Scheme as well as to undertake community consultation.222
The interim board has proposed that the new entity managing the St George Water Supply
Scheme be named ‘Mallawa Irrigation’. Mallawa Irrigation would take over responsibility for
maintaining the distribution system assets associated with delivering water via the channel
from Beardmore Dam to Jack Taylor Weir and the Thuraggi watercourse.223 Beardmore Dam
itself will continue to be operated by SunWater.
The interim board proposed that membership of Mallawa Irrigation be based on water
entitlement held, with customers who own more than 50 ML of entitlement having one vote
and customers with less than this having none. It proposed that the Board would consist of
three local irrigators and two independent directors. Further, important decisions to change
the future structure, finance and assets of the scheme would require a vote of 66 per cent of
members to be enacted.224
The interim board of Mallawa Irrigation considers the advantages of devolvement to
include: decisions being made in the interests of members; improved management of costs,
expenditure and maintenance; and early facilitation of certain capital expenditure using
separation payments from the state government.225

217 Local Management Arrangements Working Group, Final Report—Stage 1—Review into Local Management
Arrangements for SunWater’s Channel Irrigation Schemes, 31 October 2012, p. 8.
218 Local Management Arrangements Working Group, Summary Report—Stage 2—Investigation into Local
Management Arrangements for SunWater’s Channel Irrigation Schemes (‘LMAWG Stage 2 Report’),
September 2014, p. 4, http://www.lmairrigation.com.au/files/LMA%20Public%20Report%20Final%2008%2012%20
2014_For%20Release.pdf, accessed March 2017.
219 LMA Irrigation Channel Schemes, ‘Path to local Management’, http://www.lmairrigation.com.au/content/pathlocal-management, accessed March 2017.
220 LMAWG Stage 2 Report, p. 6.
221 Department of Energy and Water Supply, ‘Local management arrangements for SunWater irrigation channels’,
https://www.dews.qld.gov.au/water/initiatives/lmas, accessed March 2017.
222 LMAWG Stage 2 Report, p. 3.
223 St George LMA, Summary of Business Proposal for customers, p. 2.
224 St George LMA, Summary of Business Proposal for customers, p. 2.
225 St George LMA, Summary of Business Proposal for customers, p. 3.
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The ACCC has made preliminary contact with the interim board regarding the obligations
of the prospective new operator under the Rule and will engage further with Mallawa
Irrigation as the process progresses. This is to ensure that Mallawa Irrigation is aware of
their obligations to comply with the WCTFR (see 1.2.2) and under the WCIR (see 1.2.1),
particularly with respect to providing a schedule of charges at least 10 business days ahead
of imposing a regulated water charge.
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Mallawa Irrigation’s prospective customers are currently considering the interim
board’s proposal.
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