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Dear Sir/Madam 
 

Public Submission to the Water Trading Rules Position Paper  
by State Water Corporation on 3 November 2009 

 
Thank you for the opportunity to comment on the ACCC’s proposed reporting 
requirements paper.  
 
State Water commends the ACCC on its approach to the water trading rules.  
State Water is largely supportive with the preliminary positions advanced by the ACCC, 
subject to the comments in Attachment 1.  However, State Water’s agreement on the 
preliminary principles is predicated on its ability to recover water charges, even if water 
is traded to non-State Water customers, such as those located interstate or on 
unregulated systems.   
 
As highlighted in State Water’s response to the Water Trading Issues Paper, the inability 
to recover usage based charges on water allocations traded interstate has led to 
State Water potentially losing over $2 million in 2008/09 water charge revenues.  State 
Water has endeavoured to recover these charges from the interstate parties, namely 
Goulburn Murray Water, Lower Murray Water and the South Australian Department of 
Land, Water and Biodiversity Conservation.  The issue of these outstanding accounts has 
not yet been resolved.  
 
Given that the ACCC’s role covers both Water Charge Rules and developing advice on 
Water Trading Rules, State Water is concerned that the interstate charging issue has not 
been recognised in the position paper.  State Water believes the ACCC is uniquely placed 
to consider both the economic principles and also the practical realities of water trading 
and charging across jurisdictions.   
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Pending permanent resolution of this usage charge matter at an inter-jurisdictional level, 
State Water amended its billing practices from 1 July 2009.  State Water now recovers 
the usage charge from the seller at the point of transaction, when the purchaser does not 
have an account with State Water.  State Water believes this is an equitable, transparent 
and administratively simple solution to the current loss of revenue to due interstate 
trading.   
 
In the absence of any guidance from the ACCC or the MDBA on how better to address 
this issue, State Water will be seeking to maintain this new arrangement indefinitely.  
State Water notes that continuation of the arrangement may affect ACCC’s proposed 
streamlining of jurisdictional administrative arrangements for trade, the lack of which are 
currently perceived to be a barrier to trade.  Consequently, State Water would welcome 
the development by the ACCC of trading rules that both facilitate trade and allow the full 
recovery of water charges. 
 
State Water notes that many of the ACCC’s preliminary positions will involve 
improvements in current systems and processes that, whilst desirable, may also be 
costly.  These costs are not currently recovered through State Water’s temporary 
transfer fees, which are currently regulated by the Independent Pricing and Regulatory 
Tribunal.  In developing the trade rules, State Water believes that the ACCC should be 
cognisant of the potential cost impact on users resulting from these reforms.  
Alternatively, the ACCC could recommend to the MDBA that additional costs associated 
with implementing the water trading rules should be met by the Commonwealth under 
the “no net cost” principles agreed in the Intergovernmental Agreement signed on 3 July 
2008.  Such assurances would undoubtedly compress the time taken to implement these 
changes. 
 
Yours sincerely 
 
 
George Warne  
Chief Executive Officer  
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ATTACHMENT 
 
ACCC Water Trading Rules Preliminary Positions - Comments 
 
 
Carryover  
 
(3-R) Where continuous sharing arrangements are not in place, the ACCC supports the 
use of a ‘spillable water account’ with no limits on carryover volumes.  
 
State Water notes that the establishment of a spillable water account would require 
changes to the current legislative and regulatory framework.  Furthermore, it is 
potentially unrealistic to expect an operator to determine whether a dam will spill or not 
in any particular year.   
 
Metering  
 
(3-U) The meters should be compliant with relevant National Standards or Framework, 
such as that being developed through the Water Metering Experts Group.  
 
State Water agrees with this position however the ACCC should be aware that these 
standards have yet to be finalised despite having been in development for several years.  
State Water believes that the Commonwealth should finalise these standards as soon as 
possible so that they can be implemented by operators and users.  
 
Approval authorities’ other activities  
 
(5-I) Approval authorities’ other activities may give rise to potential or perceived 
conflicts of interest that may have the potential to undermine the water market. This is 
particularly where a conflict of interest is not disclosed to other parties to the transaction. 
This issue deserves closer attention by government.  
 
State Water strongly agrees with this position.  Approval authorities should be able to 
clearly demonstrate that they have the appropriate mechanisms in place to any actual or 
perceived conflict of interest.  
 
(5-J) Basin states should consider requiring their trading approval authorities to disclose 
whether they have any interest in a water access right (other than in their approval role), 
to all other parties involved in a potential trade of that right. It may also be appropriate 
to require trade approval authorities to inform the market of any water trade to which 
they have been a party.  
 
State Water agrees with this position, assuming that the “parties” referred to by the 
ACCC refer to actual buyers and sellers, rather than water brokers acting on behalf of a 
third party.  
 
Water access rights—location matters  
 
(6-K) Options for improving the clarity and excludability of water access rights in 
unregulated systems should be examined. This should include an investigation of a range 
of management strategies including rostering, restrictions and options to ‘shepherd’ 
water through zones, while recognising that different management approaches may be 
better suited to different stream types. 
  
Although State Water agrees with this position in principle, the management regime 
required to implement these strategies is likely to significantly increase the costs of 
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managing these systems.  The position paper does not consider how these costs should 
be recovered.  
 
Currently, the costs of managing unregulated systems in New South Wales are recovered 
from both users and Government, as determined by the Independent Pricing and 
Regulatory Tribunal.  Users will be the ultimate beneficiary of water trading on these 
systems, and yet anecdotally, they have limited capacity to pay the higher water charges 
which would result from cost recovery of these reforms.  
 
State Water believes that the ACCC should carefully consider the cost recovery and user 
affordability of these reforms before including these in the proposed trading rules.  
 
(6-N) Further options to manage trade between unregulated and regulated systems 
should be considered. The conditions for such trade may vary between catchments. It 
may be appropriate to have unregulated and regulated trading zones in place for the 
same river reach. This investigation should be run parallel to any process of investigating 
trade options within unregulated systems.  
 
State Water agrees with this position but believes that the user of water transferred from 
an unregulated to a regulated system should contribute towards the costs of running the 
regulated system.  This is required to avoid existing regulated customers cross-
subsidising these unregulated users whose charges do not currently included the costs 
associated with bulk water delivery.   
 
Reporting and the availability of information  
Information regarding tradeable water right characteristics  
 
(9-A) The ACCC considers that state governments should provide information about the 
different licensed water access rights (but not ‘temporary’ water allocations) available 
under the water management regime in their state.  The information would be provided 
according to a template and could contain the following information (if applicable):  
1. Location (water source name)  
2. Water source type (regulated, unregulated, groundwater)  
3. Priority class  
4. Total entitlement on issue of that kind  
5. Reliability profile (both long-term and more recent)  
6. Fees and charges payable by the holder of the entitlement  
7. Applicable carryover policy  
8. Dates of allocation announcements etc.  
9. Information on how allocation levels are determined (for regulated systems)  
10. Links to applicable trading rules, especially applicable trading zone rules  
11. Areas where the entitlement, and where allocation made against that entitlement, 

can be traded (tagged) to  
12. Areas from which water can be traded to the water source location.  
 
For some of these categories of information, it may be sufficient for a link to be provided, 
as long as this is to a readily accessible source of information. The ACCC considers that 
links may be appropriate for item 6 and onwards. The templates should be available at a 
central location (e.g. the NWMS National Portal or as determined by the MDBA).  
 
State Water agrees with this position, and also notes that this information should be 
provided by the regulator in each jurisdiction. 
 


