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Commonwealth Environmental Water Holder
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DEPI

Department of Environment and Primary Industries (Vic)

DEWNR

Department of Environment, Water and Natural Resources (SA)

DNRM

Department of Natural Resources and Mines (Qld)

DotE

Department of the Environment (Cth)

ESDD

ACT Environment and Sustainability Development Directorate

GL

Gigalitre (one billion litres)

GMW
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Irrigation Infrastructure Operator
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Independent Pricing and Regulatory Tribunal
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MDB
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Murray-Darling Basin Authority

MI
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MIL

Murray Irrigation Limited

ML

Megalitre (one million litres)
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NSW Office of Water
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National Water Commission
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National Water Initiative
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WCIR

Water Charge (Infrastructure) Rules 2010
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Water Charge (Planning and Management Information) Rules 2010
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Water Charge (Termination Fees) Rules 2009

WMI

Western Murray Irrigation Limited

WMR

Water Market Rules 2009

WPM

Water Planning and Management

WTR

Water Trading Rules
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bulk water charge

a charge payable for the storage of water for, and the delivery
of water to:
•

infrastructure operators

•

other operators of reticulated water systems

•

other persons (including private diverters and
environmental water holders)

bulk water supplier

a person who imposes a bulk water charge for a bulk water
service

infrastructure operator

any person or entity who owns or operates infrastructure for
one or more of the following purposes:
(i) the storage of water

ACCC Water Monitoring Report 2012–13

Glossary

(ii) the delivery of water
(iii) the drainage of water
for the purpose of providing a service to another person
irrigation infrastructure
operator (IIO)

any person or entity who owns or operates water service
infrastructure for the purpose of delivering water to another
person for the primary purpose of being used for irrigation

irrigation network

a network of carriers (typically 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 network charge

a charge levied by an IIO in relation to their irrigation network

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

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:

reporting bulk water supplier

•

Water Charge (Infrastructure) Rules

•

Water Charge (Planning and Management Information)
Rules

•

Water Charge (Termination Fees) Rules

a bulk water supplier that:
•

holds, or whose customers hold, more than 10 GL of water
access entitlement

•

imposes regulated water charges for the provision of bulk
water services in the MDB

iii

ACCC Water Monitoring Report 2012–13

iv

reporting IIOs

an irrigation infrastructure operator (IIO) that:
•

holds, or whose customers hold, more than 10 GL of water
access entitlement

•

imposes regulated water charges for services provided in
regard to an irrigation network

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

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 payable by an
irrigator in a financial year for access to an operator’s irrigation
network, 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

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 share
component of the operator’s water access entitlement

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

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

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

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)

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

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, 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

water service infrastructure

infrastructure for one or more of the following purposes:
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watercourse

(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
water trading rules

The rules set out in Part 12 of the Basin Plan 2012. The rules
relate to the trade or transfer of tradeable water rights:
•

water access rights

•

water delivery rights

•

irrigation rights

The rules commence on 1 July 2014 and will be enforced by
the Murray-Darling Basin Authority

v
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Key findings
Reforms are reducing barriers to trade and increasing access
to water markets
Australian water markets are considered to be the most advanced in the world. Twenty years of
reform have established clear water rights and reduced barriers to water trading.
The ACCC has a core role in reducing barriers to trade. The Water Act gave the ACCC
responsibility for advising on water market rules and water charge rules (collectively, the Rules),
enforcing these rules and undertaking monitoring activities.
The Rules assist irrigators to transform their contractual irrigation right held against their
irrigation infrastructure operator (IIO) into a more easily tradeable water access entitlement. The
Rules also regulate the application and level of termination fees that IIOs can impose on irrigators
who wish to decrease or end their access to an irrigation network.
Irrigators and other water users are taking advantage of these changes. They are now relying
on water markets more than ever. The volume of water allocation trade has steadily increased
over recent years and has more than quadrupled since 2007−08. The rules have given irrigators
greater access to water markets throughout the MDB. These markets have enabled water
resources to move more easily in response to climatic conditions and commodity prices.
For example, rice and cotton production in NSW in 2012−13 was the highest it has been for
many years as irrigators took advantage of lower water allocation prices. Similarly, during the
Millennium drought, water trade provided a revenue source for irrigators with insufficient water
to grow a crop, and allowed other irrigators to maintain permanent plantings.

The impact of transformations and terminations has been
manageable to date
When the Rules were being developed and implemented, many stakeholders were concerned
with the potential impact of reduced barriers to trade on IIO revenues and long-term viability.
However, the ACCC considers that the impact of the Rules has been manageable for most IIOs.
Since 2009–10, customers have transformed less than 15 per cent of irrigation rights and
terminated less than 10 per cent of water delivery rights in the majority of reporting IIOs.
An increasing number of irrigators are electing to transform only a minority of their irrigation
rights. In 2012–13, nearly two thirds of transforming irrigators transformed less than half of their
irrigation rights. Most transforming irrigators are also maintaining their access to the irrigation
network, 82 per cent of transforming irrigators in 2012–13 did not terminate any water delivery
rights.
Where irrigators do terminate their water delivery rights, most of the reporting IIOs use the
termination fee revenue to mitigate the impact of termination on remaining customers. IIOs
are also responding by rationalising their irrigation networks to improve delivery efficiency and
reduce costs, often with the assistance of the Australian Government.
The Australian Government’s water recovery programs continued to be a driver for
transformations and terminations, however these programs reduced in scale in 2012−13.

vi

The ACCC continues to provide targeted guidance to IIOs to assist them in understanding how
the requirements of the Rules apply to their circumstances. The transformation of irrigation
rights into water access entitlements, and the termination of water delivery rights, is increasingly
becoming part of normal business practice for IIOs.
IIOs continue to proactively approach the ACCC to self-report suspected breaches or seek
guidance on new policies that may raise compliance concerns under the Rules.

Water infrastructure charges vary considerably throughout
the MDB
Bulk water charges vary considerably across bulk water suppliers and systems—with bills ranging
from $5.32 per ML in State Water’s Murrumbidgee system to $99.42 per ML in SunWater’s
Maranoa Weir system (for private diverters with 250 ML of water access entitlement)
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Irrigation infrastructure operators (IIOs) continue to improve
their understanding and application of the Rules

IIO tariff structures and bills vary widely throughout the MDB. For an irrigator with 250 ML of
water access entitlement (with 100 per cent of this volume delivered), bills ranged from:
•

$18.98 to $123.05 per ML for customers in gravity-fed (channel) irrigation networks, and

•

$55.93 to $193.69 for customers in pressurised (piped) irrigation networks.

Increases in charges were generally modest
Bulk water supplier bill increases in 2012−13 were relatively modest across Victorian systems.
Changes were more varied in Queensland and NSW.
IIO bill increases in 2012−13 were largest among smaller NSW IIOs with gravity-fed irrigation
networks, with increases of between 7 per cent and 36 per cent. For larger IIOs, charge increases
were more modest with most rising by less than 7 per cent. IIO termination fees continued to
increase in line with increases in fixed irrigation network charges.
Cost recovery for water planning and management (WPM) activities increased in 2012−13 as
revenue from WPM charges increased and the reported cost of WPM activities decreased.

Further water reform would significantly benefit water
market participants
The ACCC considers that there are still significant benefits to be had from implementing further
water reforms, beyond those in the Basin Plan. Key opportunities for reform include:
•

Expanding the opportunities for trade between intermittently connected water systems

•

improving the accuracy of trading price and volume reporting to better inform water
market participants

•

ensuring that reforms undertaken under the MDBA Constraints Management Strategy
benefit all water users, not only environmental water holders

vii
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This is the fourth annual water monitoring report by the Australian Competition and Consumer
Commission (ACCC) to the Commonwealth Minister responsible for water1 as required under the
Water Act 2007 (Cth) (the Water Act).
Australia, and in particular the Murray-Darling Basin (MDB), is widely regarded as having some
of the most developed water markets in the world. These markets give irrigators and other water
users greater flexibility in how they manage their water and infrastructure access, especially in
the face of changing climatic conditions and commodity prices.
In 2012−13, over one million megalitres (MLs) of water access entitlement was traded in
the MDB, despite the significant reduction in such purchases by the Australian Government
compared to previous water years. The volume of water allocation trade continues to rise; in
2012−13 over six million megalitres of water allocation was traded in the MDB, a 44 per cent
increase on the year before, as shown in chart S.1 below.
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Summary

Chart S.1: Water allocation trading volumes, 2007−08 to 2012−13
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In 2012−13, irrigators took advantage of the opportunities arising from reduced barriers to
water trade and high water availability to maximise economic gain from agricultural activities.
High yields were reached in the production of key agricultural commodities. Irrigators in NSW
produced the biggest cotton lint yield in 45 years.2 Rice production in NSW reached 1.2 million
tonnes, the highest quantity of rice harvested since 2001−02. This represents a 26 per cent
increase in rice production from 2011−12, driven by a 13 per cent increase in the area planted
and higher yields.3 The volume of water delivered by the reporting IIOs in 2012−13 was
37 per cent higher than in 2011−12.

1

Senator the Hon. Simon Birmingham, Parliamentary Secretary to the Minister for the Environment.

2

ABARES, 2013, Agricultural commodity statistics 2013, table 47, p. 50. http://data.daff.gov.au/data/warehouse/
agcstd9abcc002/agcstd9abcc0022013/ACS_2013_1.0.0.pdf.

3

ABARES, Australian crop report, June 2013, No. 166, p. 12. http://www.daff.gov.au/ABARES/
pages/publications/display.aspx?url=http://143.188.17.20/anrdl/DAFFService/display.php?fid=pb_
aucrpd9abc_003201306_11a.xml.
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This report highlights the success of the water market reform process to date, while recognising
the value of pursuing further reforms.
The following is a summary of issues and findings identified in this report which draw on data
collected by the ACCC as part of its monitoring role under the Water Act.

Reducing barriers to trade
Transformations of irrigation rights
Until 2009, many irrigators within irrigation networks in NSW and South Australia could only
trade their right to water with the approval of the operator of the network—the irrigation
infrastructure operator (IIO). However, IIOs faced an incentive to restrict water trade out of their
areas, even where such trades were in the interests of their customers and would result in water
moving to a higher valued use.
Policy makers identified a need to remove unreasonable restrictions on irrigators who wanted
to transform their right to water from a contractual ‘irrigation right’ held against their IIO into
a statutory water access entitlement. By transforming, irrigators could more easily trade their
water to areas beyond their own irrigation network, free of restrictions imposed by their IIO.
The Minister made the Water Market Rules 2009 (WMR) to ensure that IIOs did not prevent or
unreasonably delay transformation.
The WMR have prompted IIOs to develop (if they had not done so already) policies and
procedures to facilitate transformation by their customers. The ACCC assisted IIOs with
this process by developing guidelines to the WMR and in some cases working directly with
operators. Transformation is now ‘business as usual’ for many IIOs.
The transaction costs transforming irrigators face has been a focus of the ACCC’s activities when
implementing the WMR. In 2012−13, the ACCC engaged with IIOs to ensure compliance of their
transformation application fees with the WMR. IIO fees to process transformations are now
generally less than $350, a reduction of over 50 per cent for some IIOs.
Another key transaction cost is the time taken to process transformations. This also declined in
2012−13, as shown in chart S.2 below.

x

Median days for processing transformations, 2010−11 to 2012−13
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Chart S.2:

2012–13

Median days for processing transformations in SA
Source: ACCC from data provided by reporting IIOs

In 2012−13, 97 gigalitres (GLs) of irrigation rights were transformed. This is an increase on the
previous year, and brings the total volume of irrigation right transformed since 2009−10 to
415 GL. This represents a significant volume of water which is now able to be traded free from
unreasonable IIO restrictions.

Termination of water delivery rights
Prior to 2009, irrigators throughout the MDB faced very high fees to terminate their ‘water
delivery rights’. Some IIOs would even require irrigators to terminate their right of access to
the irrigation network when they traded water externally. The Minister made the Water Charge
(Termination Fees) Rules (WCTFR) in 2009 to regulate the maximum amount that could be
charged for termination, and the circumstances in which the charge could be imposed.
The WCTFR resulted in an immediate reduction in termination fees charged by IIOs of between
20 and 60 per cent. Irrigators took advantage of lower termination fees and higher water prices
to trade their water and adjust their access to IIOs’ irrigation networks to better match their
business needs. Since 2009−10, around 191 GL of water delivery right has been terminated
in reporting IIOs that can give effect to transformation.4 More than half of this amount was
terminated in 2009−10, and only 24 GL in 2012−13, as shown in chart S.3 below.

4

This excludes joint water supply schemes in NSW, where water is held under different legal arrangements and the
schemes cannot give effect to transformation, as well as Victorian and Queensland IIOs where irrigators already
hold their own statutory water access entitlement and transformation is not necessary. Also, Victorian IIOs define
their water delivery right in terms of ML per day (Goulburn-Murray Water) or ML per fortnight (Lower Murray
Water). Since 2009−10, 393 GMW delivery shares and 684 LMW delivery shares have been terminated.
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Chart S.3:

Terminations of water delivery rights since July 2009 in reporting IIOs that can give
effect to transformation
0.94%
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Source: ACCC from data provided by reporting IIOs

The Rules enable irrigators to trade their water without terminating their access to the irrigation
network, which has opened up new opportunities for irrigators. Irrigators can now adjust the
mix of their water holdings to better suit their business needs. Irrigators can trade a part of their
irrigation right (either internally or externally through transformation), with the view to relying
more on water allocation trade to manage their water needs.
The termination fees charged by most reporting IIOs have increased by at least 8 per cent (with
some increasing by more than 50 per cent) since 2008−09, in line with increases in fixed irrigation
network charges.

Impacts of transformations and terminations
During the policy development phase, IIOs expressed concerns that these reforms could have a
significant impact on the revenue of the IIO and the charges faced by remaining customers.
The data collected by the ACCC since 2009−10 shows that the impact of transformations and
terminations on IIOs and remaining irrigators has been manageable to date.
Chart S.4 shows the proportion of irrigation rights transformed, and water delivery rights
terminated in select IIOs since 2009−10.

xii

Transformations of irrigation rights and terminations of water delivery rights since
July 2009 in reporting IIOs that can give effect to transformation
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Chart S.4:

5%

Percentage of irrigation rights transformed

Renmark Irrigation
Trust

Central Irrigation
Trust

Hay Private
Irrigation District

Moira Private
Irrigation District

Narromine Irrigation
Board of Management

West Corurgan
Private Irrigation
District

Western Murray
Irrigation

Jemalong
Irrigation Limited

Coleambally Irrigation
Co-operative Limited

Murrumbidgee
Irrigation Limited

Murray Irrigation
Limited

0%

Percentage of water delivery rights terminated

Source: ACCC from data provided by reporting IIOs

At the IIO level, the volume of water delivery rights that have been terminated is generally less
than 10 per cent. The volume of irrigation rights that have been transformed is generally less
than 15 per cent, although the proportion is larger for some smaller IIOs.
Of the individual irrigators who transformed their irrigation rights in the past three years, the
vast majority did not terminate any water delivery right. Many of these irrigators invested the
proceeds of the sale into their business and continued to irrigate.
Most IIOs have retained termination fee revenue in bank accounts, bonds or similar investments.
IIOs can draw on these investments to cover revenue shortfalls caused by reduced irrigator
numbers. The ACCC estimates that termination fee revenue collected by the majority of these
IIOs since 2009−10 is likely to last about 12 years from the time it was collected.
Many IIOs are actively considering further measures to mitigate the impact of reductions
in customer numbers on their businesses. Some IIOs are in the process of rationalising or
restructuring their irrigation network (often with Australian Government funding), while others
are planning to do so in the future. Some IIOs are also considering a range of measures to attract
new customers or increase demand for their services from existing customers.

Improving water charging practices
Infrastructure charges
There is a growing recognition of the impact of charging regimes on water markets more
generally. Prior to the Water Act, operators’ charging practices could be opaque and/or
discriminatory against customers who had transformed their irrigation right (but still required
water delivery services).
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The Water Charge (Infrastructure) Rules 2010 (WCIR) regulate charges under one of three
different approaches depending on the size and ownership of the infrastructure operator.
For the three largest operators, charges are approved or determined by an independent
economic regulator.
For most reporting IIOs, the WCIR simply require transparency of charges and
non‑discrimination between customers. This transparency has improved information availability
across the MDB, but comparing charges across operators or over time is difficult, and the ACCC
has an ongoing monitoring role in this area.
Charging regimes continue to vary considerably across the MDB for both bulk water charges
(imposed by bulk water suppliers) and irrigation network charges (imposed by IIOs). This reflects
differences in operators’ technology, scale, level of service, infrastructure age, business models
and applicable regulatory approaches.
There can be significant differences in the level of bulk water charges between systems. Systems
with relatively small volumes of water access entitlement on issue tend to have higher bills
per ML, compared to larger systems such as the Murrumbidgee and Murray systems. Similarly
the level of IIO charges varies substantially, with some bills in pressurised irrigation networks
around ten times the size of other bills in gravity-fed irrigation networks.
In 2012−13, bulk water charges increased modestly in Victorian bulk water systems; however
changes were more varied in Queensland and NSW systems. The bills of most IIOs increased,
especially among smaller NSW IIOs. The charts below show the change hypothetical IIO bills
from 2011−12 to 2012−13 for a customer with 250 ML of water access entitlement/irrigation
right, and a corresponding amount of water delivery right.
Chart S.5:

IIOs—nominal percentage change in hypothetical bills for customers in gravityfed irrigation networks—250 ML of water access entitlement, with 50 per cent or
100 per cent delivered, 2011−12 to 2012−13
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Chart S.6:
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There were large increases in hypothetical bills for Moira, Trangie, Marthaguy, Tenandra,
Narromine and Buddah Lake. With the exception of Moira and Buddah Lake, these operators are
located in the Macquarie Valley of NSW and have received Commonwealth funding to modernise
and rationalise their infrastructure through the Private Irrigation Infrastructure Operators
Program (PIIOP).
Tariff structures also vary for both IIOs and bulk water suppliers, with different premiums applied
to charges faced by high reliability water access entitlement holders and different weightings
between fixed and variable charges.
The impact of tariff structures on barriers to trade (including termination fees) and markets more
generally warrants closer scrutiny and will be a feature of future ACCC water monitoring reports.

Water planning and management charges
When the Water Act was made, Basin States had committed to improving the transparency of
charges used to recover the costs of water planning and management (WPM) activities from
water users.
The Minister made the Water Charge (Planning and Management Information) Rules 2010
(WCPMIR) in order to improve the consistency and availability of information about WPM
charges, including the costs of associated activities and the processes for determining charges.
For 2012−13, the estimated cost of WPM activities decreased slightly from 2011−12, primarily in
Victoria and South Australia. The estimated revenue from WPM charges increased, resulting in
a considerable increase in the degree of cost recovery. Given the variable nature of both WPM
costs and revenues, it is not clear if the change in cost recovery will be sustained in future years.
The level of information published by some Basin State departments and water authorities
continues to fall short of what is required under the WCPMIR. The ACCC continues to work with
those entities to improve the quality of information available.
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Building a strong compliance culture
In 2012−13, the ACCC maintained its focus on fostering a strong and proactive culture of
compliance with the Rules. The ACCC monitored the policies and practices of infrastructure
operators and provided targeted guidance on the requirements of the Rules. Where the ACCC
identified compliance concerns, it took proportionate enforcement action and explained to
businesses the practical steps it could take to remedy any detriment to customers and to
achieve compliance with the Rules.
The processes of transformation and termination are becoming part of ordinary business
practice for reporting IIOs. Operators are also increasingly proactive in seeking guidance on
the compliance of proposed new policies with the Rules, and continue to self-report suspected
breaches of the Rules. This developing culture of compliance helps the ACCC to provide
assistance, particularly to small IIOs, to amend policies and practices to minimise the risk of
future non-compliance.
As operator practices evolve and adapt to the rules, the compliance concerns being considered
by the ACCC tend to be more complex than in the past. The ACCC continues its approach of
engaging with water industry specialists and infrastructure operators to educate and provide
information to build consistent understanding of all the requirements of the Rules across
the industry.

The next stage of water reform
This report has outlined the significant progress made in addressing barriers to trade through
the Water Act and associated regulation, with a focus on barriers imposed by IIOs. When the
Water Act was developed, it was also recognised that the rules and practices of Basin State
governments can inhibit the development of an efficient water trading regime in the MDB.
In particular, the ACCC expressed concern at a range of Basin State government barriers trade
such as the Victorian 4 per cent limit, as well as restrictions on who could trade and/or for what
purpose. The Basin Plan water trading rules (WTRs) were developed by the MDBA, following
ACCC advice, to address these and related issues. These rules will commence in mid-2014 and
will be enforced by the MDBA. However, significant challenges to the further development of
water markets will remain even after the introduction of the WTRs.
Well-functioning markets require timely and accurate information flows, particularly regarding
trading volumes and prices. Where trade reporting is incomplete, inconsistent or clouded by
related party or bundled transactions, market participants will find it more difficult to make
well-informed decisions. While some work has been done to date on improving trade reporting
arrangements, an agreed approach across the MDB has the potential to improve information
flows to the benefit of all water users.
There is also a growing recognition of the importance of water delivery arrangements to
achieving environmental watering objectives and to water markets more generally. The MDBA
have produced a Constraints Management Strategy which includes processes to modify
operational and management constraints on the delivery of environmental water. These
processes have the potential to greatly enhance water trading and delivery opportunities for
environmental water holders. Any reform of water delivery arrangements should also consider
the interests of other water access right holders and those irrigators inside irrigation networks
(who can obtain a water access right through transformation).
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•

carryover arrangements

•

Basin State trade approval processes and approval times

•

expanding the scope for trade:
–– in unregulated surface water systems
–– between regulated and unregulated surface water systems, and
–– between intermittently connected surface water systems

•

ensuring equal treatment of water access entitlements and water allocations held by
environmental water holders and by others.
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More generally, there is still significant scope to improve the efficiency and scope of water
markets in the MDB in the interests of irrigators within IIO networks, private diverters,
environmental water holders and other water users. In particular, the ACCC’s advice to the
MDBA about the WTR included a number of recommendations to governments relevant
to the development of an efficient water trading regime across the MDB. These included
recommendations on:

The ACCC remains of the view that the implementation of these recommendations would
increase confidence in the water market, as well its efficiency, effectiveness and scope.
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Structure of this report
This report consists of four parts:
Part A—Overview of water markets and reform in the MDB
Chapter 1 provides an overview of water markets in the MDB.
Chapter 2 provides an overview of recent reforms in the MDB, the ACCC’s role in water markets
and future possible water market reforms.
Part B—Compliance with the Water Charge Rules and Water Market Rules
Chapter 3 provides an overview of compliance activities and outcomes for 2012−13.
Part C—Improving the operation of water markets
Chapter 4 provides analysis of the transaction costs associated with transforming irrigation rights
and terminating water delivery rights.
Chapter 5 provides analysis of the impact of transformations and terminations on IIOs and
remaining irrigators.
Part D—Regulated water charges in the MDB
Chapter 6 provides analysis of infrastructure charges levied by bulk water suppliers and irrigation
infrastructure operators, and termination fees.
Chapter 7 provides analysis of charges levied to fund water planning and management activities.
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Part A
Overview of water markets and reform in
the MDB

Murray river
Image taken September, 2012. Murray river just past Swan Hill, Victoria.
Photographer: Denise Fowler

This chapter provides an overview of the operation of water markets in the
Murray‑Darling Basin (MDB), including the rural water supply chain, the benefits of
water trading, the types of tradeable water rights, and the processes of transformation
and termination. This chapter also provides an overview of the barriers to trade that
currently exist.

Irrigation of potatoes with centre pivot irrigator.
Centre pivot irrigator, watering Atlantic potatoes.
Photographer: Arthur Mostead

Chapter 1
Water markets in the MDB
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1.1

Overview of the MDB

The MDB is located in the south-east of Australia. As shown in figure 1.1, it covers approximately
14 per cent of the continent, enclosing the Australian Capital Territory, occupying the majority
of NSW (75 per cent) and Victoria (60 per cent) and incorporating smaller proportions of
Queensland (15 per cent) and South Australia (7 per cent).5
Figure 1.1: The Murray-Darling Basin
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5

4

Australian Bureau of Statistics (ABS), ABS 4610.0.55.007, Water and the Murray-Darling Basin: A statistical
profile 2000−01 to 2005−06, p.5.

The MDB is formed from 18 smaller catchments—particular geographic areas drained by a river
and its tributaries (see figure 1.2) and featuring flood plains and wetlands. There are 23 major
rivers in the MDB, each with unique geographic features according to their locality.
Figure 1.2: The MDB’s catchment areas and major rivers
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Climatic conditions (including rainfall, average temperatures and weather severity) differ
considerably across the MDB. Consequently, the MDB has a diverse mix of natural landscapes
and river flow conditions, which ultimately affect water supply, demand and trade in different
geographic areas.
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The MDB can be broadly divided into its southern and northern regions, which have different
characteristics (see box 1.1).
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Box 1.1 Northern and Southern MDB
The northern and southern regions of the MDB have different characteristics. The
southern MDB is the most interconnected part of the MDB and includes the Murray,
Murrumbidgee and Goulburn systems. Rainfall is winter dominant and, in broad terms,
major river systems are more likely to be regulated. Regulated systems are characterised
by their infrastructure, such as dams and weirs, which allow a relatively large proportion
of the flow to be controlled. This allows water to be captured in the wetter parts of the
year (late autumn to early spring) for use over the drier summer period. Consequently,
the major bulk water storages and the majority of larger irrigation infrastructure operators
that rely on them are located in the southern MDB.
The northern MDB comprises the catchment area of the Barwon-Darling River and its
tributaries upstream of Menindee Lakes. It includes more than half the MDB and is more
arid and flat than the southern MDB. Rainfall and resulting stream flows in the north
are summer dominant and are more variable compared to the south. The major river
systems in the northern MDB are more likely to be unregulated systems. This means that
a significant proportion of irrigation production in the northern MDB relies on diverting
unregulated flows directly into large, privately constructed, off-stream storages.

1.1.1

Water use in the MDB

Water in the MDB is shared between the environment, agriculture, other industries and human
consumption. The ABS has estimated that the agriculture consumes approximately 83 per cent
of consumptive water in the MDB, while delivery system losses account for a further 13 per cent.
Households, manufacturing and other industries collectively consume the remaining 4 per cent
of consumptive water.6

1.1.2

The rural water supply chain

The rural water supply chain consists of bulk water suppliers, irrigation infrastructure operators
(IIOs) and irrigators who extract water directly from natural watercourses (private diverters).
Figure 1.3 provides a pictorial representation of the rural water supply chain where three
irrigators each utilise different water access and delivery models to receive water for the
purposes of irrigating.

6

6

Australian Bureau of Statistics, 1301.0—Year Book Australia, 2009−10, Feature Article: Murray-Darling Basin.
See: http://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/1301.0Chapter3042009 per centE2 per cent80 per
cent9310

These types of delivery arrangements are
common in NSW and South Australia.

The IIO pays bulk water charges to the bulk
water supplier for the storage and delivery of
that water. The IIO charges the citrus irrigator
additional charges to recover these costs.

The IIO relies on the bulk water supplier to
release available water into the river from the
dam upstream of the IIO’s extraction point.

The citrus irrigator pays irrigation network
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 uses its infrastructure to divert water
from the river to supply its members, including
the citrus irrigator. This is their ‘irrigation
network’. 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 in an irrigation network

Figure 1.3: Rural water supply chain in regulated systems

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

The dairy irrigator pays both bulk water charges
according to the volume of ‘water access entilement’
held and ‘water allocation’ used, as well as irrigator
network charges 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 irrigation
network and he therefore has a ‘water delivery right’.
The operator of the irrigation network is also the bulk
water supplier, and manages the delivery of water
from dam(s) and other sources, through the irrigation
network and to the dairy irrigator’s farm.

Model 3—a dairy irrigator in an irrigation network

These types of delivery arrangements are common
throughout the MDB.

The rice irrigator pays bulk water charges to the bulk
water supplier, for the storage and delivery of that water.

The rice irrigator extracts water directly from the river
and relies on the bulk water supplier to release available
water into the river from the dam upstream of her
extraction point.

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 determined 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 the river

ACCC Water Monitoring Report 2012–13
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Bulk water suppliers
Bulk water suppliers manage bulk water storage facilities and deliver water through watercourses
to customers, which include irrigation infrastructure operators (IIOs) and private diverters.
Bulk water suppliers can also undertake other activities such as flood mitigation and urban or
commercial water delivery.
There is typically a three-stage process in providing bulk water services:
1. Water harvesting—the collection or accumulation of surface water for storage. The
effectiveness of water harvesting is largely dependent on rainfall, the physical environment
and regional hydrology.
2. Bulk water storage—facilities such as dams, lakes and reservoirs allow water, once harvested,
to be stored and released on demand.
3. Bulk water delivery—surface water stored in bulk water storages is transported and
delivered, primarily on-river, but also through man-made infrastructure such as channels
and pipes.
Figure 1.4 provides an overview of the bulk water storage facilities in the MDB with a capacity in
excess of 10 GL.
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Figure 1.4: Major bulk water storage facilities in the MDB
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Irrigation infrastructure operators
IIOs are customers of bulk water suppliers, whose core activity is extracting water from a
watercourse and delivering it to on-farm irrigation customers through an irrigation network.
The type of infrastructure used by IIOs to deliver water varies throughout the MDB, due to
environmental and hydrological conditions as well as water availability.
In some areas delivery of water may be possible using a gravity-fed channel irrigation network.
In other areas, the IIO may operate a piped irrigation network and pump water to its customers.
Pumping involves higher operational costs compared to gravity-fed channel systems. Figure 1.5
shows the location of reporting IIOs in the MDB.
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Figure 1.5: Irrigation infrastructure operators in the MDB
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Types of tradeable water rights

Water markets in the MDB enable the following types of rights to be traded between different
water users and different locations:
•

water access right—a statutory right to hold/take water, including:
–– a water access entitlement—a perpetual or ongoing entitlement to exclusive
access to a share of a water resource. Trade of a water access entitlement is
sometimes referred to as a ‘permanent trade’. It is also possible to lease a water
access entitlement.
–– a water allocation—a specific volume of water allocated to a water access entitlement
in a given water accounting period. Trade of a water allocation is sometimes referred
to as a ‘temporary trade’.

•

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), and

•

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

•

Water markets across the MDB have differing levels of maturity. Some markets are wellestablished and have high trade volumes (e.g. for trade of water allocations) and other
markets are relatively new (e.g. for trade of water delivery rights).

•

Boxes 1.2 and 1.3 below illustrate the types of rights that an irrigator can hold, and the
trading arrangements that apply to them.

ACCC Water Monitoring Report 2012–13

1.1.3
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Box 1.2: Case study—a private diverter and their trading options
A private diverter and NSW water access licence holder
Ella Howard owns a farm near the town of Gundagai in NSW, which she primarily uses
to grow wheat, barley and hay. Ella relies on the water available in the Murrumbidgee
catchment to water her crops.
Ella holds a water access entitlement issued under NSW water management law. This
is in the form of a NSW water access licence, with a ‘share component’ of 100 ML. This
provides Ella with an ongoing right to a specified proportion of water available in the
Murrumbidgee regulated river water source. The amount of water allocation that Ella
has access to in a particular water year depends on the announced allocation made
by NSW for Murrumbidgee regulated river water source. If the announced allocation is
100 per cent, Ella’s account will be credited with 100 ML of water allocation.
Ella’s farm is located near the Murrumbidgee River, so Ella uses her own equipment to
extract the available water from the river for use on the farm. State Water are responsible
for delivering water in the Murrumbidgee, and manage Burrinjuck and Blowering dams
for this purpose. Ella pays bulk water charges to State Water for the storage and delivery
of her water.
In a particular year, the announced allocation is 70 per cent. This means that Ella can
extract, trade or carryover 70 ML of water allocation from the Murrumbidgee regulated
river water source.
Ella is considering selling her water to reduce her debt. Ella has the following options
available to her:
•

Sell her entire water access entitlement—the perpetual right to 100 ML of water
will pass on to the purchaser. Ella will no longer be entitled to water allocations
announced in future years.

•

Sell a portion of her water access entitlement (e.g. 50 ML)—Ella’s perpetual right
under the water access entitlement will reduce to 50 ML. Ella will be entitled to receive
50 ML in future years when the announced allocation is at 100 per cent.

•

Sell her entire water allocation for this year (70 ML)—Ella will not be able to use her
water access entitlement to receive water this year. However, she will be entitled to
any water allocations announced in future years.

•

Sell a portion of her water allocation for this year (e.g. 30 ML of the 70 ML available in
that particular year)—Ella can divert the remaining 40 ML for use on her farm this year.

In each of these scenarios, once Ella finds a buyer she would need to obtain approval for
the trade from the relevant NSW approval authority.

12

A member of Murrumbidgee Irrigation Limited and an irrigation right holder
Harry Smith owns a farm near the town of Leeton in NSW, which he uses to grow rice.
Harry is a member and shareholder of Murrumbidgee Irrigation Limited (MI).
Harry does not hold a water access entitlement. The water access entitlement is held by
MI and entitles MI to an ongoing right to a specified proportion of water available in the
Murrumbidgee regulated river water source.
Each of MI’s members is entitled to a share of this water specified under their water
entitlement contract with MI. MI has issued Harry an Entitlement Certificate which
specifies that Harry has a right to a share of 100 ML of water from MI’s water access
entitlement. This is Harry’s ‘irrigation right’. This means that Harry is entitled to receive
100 ML if the Minister announces water allocation of 100 per cent. However, the exercise
of this right is subject to the terms and conditions of Harry’s water entitlement contract
with MI.

ACCC Water Monitoring Report 2012–13

Box 1.3: An IIO customer and their trading options

MI uses its infrastructure to divert water available under its water access entitlement from
the Murrumbidgee River to supply to its members. Harry does not have an individual right
to extract water from the Murrumbidgee River. Instead, Harry has entered into a water
delivery contract with MI, which obliges MI to extract water from the Murrumbidgee River
and deliver it to Harry’s farm. The delivery contract specifies Harry’s share of the capacity
of MI’s irrigation network (expressed in the units of water delivery rights). Harry pays
irrigation network charges to MI based on the number of units of water delivery rights
held, the volume of water actually delivered and other factors.
MI relies pays bulk water charges to State Water for the storage and delivery of its water.
MI charges Harry additional charges to recover these costs.
In a particular year, the announced allocation is 70 per cent. MI has informed Harry that
under his water entitlement contract, he is entitled to receive 70 ML of water.
Harry is considering selling his water to upgrade his on-farm infrastructure. Harry has the
following options available to him:
•

sell some or all of his ongoing irrigation right (i.e. 100 ML) to another member of MI—
Harry must obtain MI’s approval for this internal trade

•

sell some or all of his share of MI’s internal water allocation (i.e. 70 ML) to another
member of MI or a person outside MI’s irrigation network—this trade requires the
approval of both MI and the relevant Basin State approval authorities

•

sell some or all of his ongoing irrigation right (i.e. 100 ML) to a person outside MI’s
irrigation network—Harry must apply to MI to ‘transform’ his irrigation right into a
separate water access entitlement.

For more detail, see ‘Irrigation rights and transformation’ below.
Even though Harry has sold some or all of his water, Harry may wish not to make
any changes to his water delivery contract with MI. In these circumstances, Harry will
continue to pay the same fixed irrigation network charges to MI. If Harry decides to
reduce his right of access to MI’s irrigation network, Harry would have to apply to MI to
terminate a specified number of units of water delivery rights and pay a corresponding
termination fee.
For more detail, see ‘Water delivery rights and termination’ below.
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Irrigation rights and transformation
In NSW and South Australia many irrigators’ rights to water are held on their behalf by their
IIO. In these cases, irrigators’ rights to water are specified as a share of their IIO’s water access
entitlement, and are referred to as their irrigation right.
An irrigator can convert their irrigation right into a water access entitlement held in their own
name (as illustrated in box 1.). This allows the irrigator to sell or lease some or all of their water
access entitlement, or a water allocation made to it, without having to seek the IIO’s approval.
The irrigator can also use the water access entitlement as a form of security in obtaining finance
and to gain greater control over carryover decisions.
Alternatively, an irrigator can convert their irrigation right into a water access entitlement held
in the name of another person, as part of the trade of their water for use outside of the IIO’s
irrigation network (as illustrated in box 1.3).
In either case, this process is known as ‘transformation’ and is regulated by the Water Market
Rules 2009 (WMR).

Box 1.4: The process of transformation without the sale of transformed water
access entitlement
Irrigator 3 wishes to tranform all of their irrigation right without selling the transformed
water access entitlement. The diagram below shows that irrigator 3 transforms all of their
irrigation right and is issued with a 100 ML water access entitlement. The water access
entitlement held by the IIO is then reduced to 200 ML. Irrigator 3 can now hold their new
water access entitlement, or sell it to a third party.
IIO has 300 ML water access entitlement

Irrigator 1: 100 ML
irrigation right

Irrigator 2: 100 ML
irrigation right

Irrigator 3: 100 ML
irrigation right
Irrigator 3 transforms
100 ML irrigation
right

IIO has 200 ML water access entitlement
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Irrigator 3 has 100 ML
water access entitlement

Irrigator 3 wishes to tranform all of their irrigation right and immediately sell it to another
person. The diagram below shows that irrigator 3 transforms all of their irrigation right
and the purchaser of the irrigator’s transformed water access entitlements is issued with
a 100 ML water access entitlement. The water access entitlement held by the IIO is then
reduced to 200 ML. The purchaser can now hold their new water access entitlement, or
sell it to another party.
IIO has 300 ML water access entitlement

Irrigator 1: 100 ML
irrigation right

Irrigator 2: 100 ML
irrigation right

Irrigator 3: 100 ML
irrigation right
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Box 1.5: The process of transformation as part of immediate sale of the
transformed water access entitlement

Irrigator 3 transforms
100 ML irrigation
right and immediately
sells the transformed
water access
entitlement

IIO has 200 ML water access entitlement

Purchaser is issued with
100 ML of water access
entitlement

Water delivery rights and termination
Many irrigators in the MDB use the services of an IIO to deliver their water from the watercourse
extraction point specified on the water access entitlement (held by the irrigator or the IIO) to
their property. For this purpose, these irrigators have a contractual and/or statutory right of
access to the IIO’s irrigation network, which typically includes the right to:
•

the delivery of water through the IIO’s irrigation network (a water delivery right)7, and

•

the drainage of water.

At any point in time, an irrigator may decide to modify their access to an IIO’s network. For
example, an irrigator that sells a water access entitlement and switches to dryland farming may
no longer require water to be delivered to their property. As such, they will no longer require
access to the IIO’s irrigation network and will likely wish to cease paying ongoing access charges.
Accordingly, they will want to terminate their right of access. In such circumstances, the IIO may
impose a termination fee.
IIOs face costs for operating their infrastructure. Many of these costs are ongoing—that is, they
are incurred by the IIO whether or not a particular irrigator chooses to terminate access to the
irrigation network. The imposition of a termination fee on an irrigator that is terminating their
right of access ensures a contribution from exiting irrigators for the ongoing costs of operating

7

A water delivery right may be measured in a number of different ways, including in ML, in the number of delivery
entitlements (DE)—where a DE may entitle the irrigator to the delivery of a particular volume of water, in ML/day,
or as a share of capacity of the irrigation network. Water delivery rights can also be held against infrastructure
operators.
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irrigation infrastructure and therefore provides a degree of revenue certainty for IIOs. Termination
fees therefore limit the future increases in charges for those customers who maintain their
connection to the network.
However, termination fees can also impose a barrier to trade. In many cases, a person seeking to
trade water will also be seeking to reduce their level of delivery services by terminating some or
all of their right of access. High termination fees impose a cost on irrigators wishing to terminate
all or part of their right of access to the IIO’s network and therefore may discourage them from
trading their water access rights in the market.
The level of the termination fees and the circumstances in which they can be charged are
regulated by the Water Charge (Termination Fees) Rules 2009 (WCTFR).

Characteristics of tradeable water rights
Table 1.1 shows the different characteristics of irrigation rights, water delivery rights, water
access entitlements and water allocations.
Table 1.1:

Characteristics of tradeable water rights
Irrigation
right (IR)

Water
delivery right
(WDR)

Water access
entitlement
(WAE)

Water
allocation
(WA)

ü

üa

ü

ü

Tradeable within IIO network?
Tradeable outside of IIO networks?

û

û

ü

ü

Tradeable into IIO network (from
outside)?

û

û

ü

üd

IIO approval required for trade?

ü

ü

ûd

ûd

Statutory right?

û

ûc

ü

ü

Can be transformed?

ü

û

û

û

Can be terminated?

û

ü

û

û

b

a Some IIOs currently do not allow trade of WDR. The Basin Plan water trading rules (which commence on
1 July 2014) will require no unreasonable restriction on the trade of WDR.
b If a person wishes to permanently trade an IR outside an IIO’s network, the IR must first be transformed
into a WAE.
c WDRs in Victoria are ‘statutorily recognised’.
d An IIO’s consent is required in order to nominate their works as the extraction point for a WAE or
water allocation.

1.1.4

Trading arrangements in the MDB

The circumstances in which water access rights can be traded are set out in Basin State
Acts, regulations, legislative instruments (including water resource plans). Intergovernmental
agreements, most relevantly the Murray-Darling Basin Agreement, also establish administrative
and wholesale accounting arrangements necessary to support interstate trade. From 1 July
2014, Basin Plan Water Trading Rules (WTR) will also apply to water trade in the MDB.
Trading arrangements for water access rights (including water access entitlements and water
allocations) vary within and between Basin States. Trades involve a change in the ownership
of the water access right, or the location of extraction of the water access right, or both.
Trades generally require the approval of and/or registration with a Basin State department or a
water authority under delegation (for example, in Victoria and NSW, bulk water suppliers are also
approval authorities).8
8
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Trade approval and registration authorities do not have a role in the financial settlement of trades. This role is
done either bilaterally by the trading parties, or through water market intermediaries employed by them.

The Southern MDB is the most interconnected part of the MDB and as a result accounts for the
majority of Australia’s water trading, with 94 per cent of water allocation trade occurring within
this region.9 Trade is generally permitted within the various trading zones in Victoria, South
Australia, the Australian Capital Territory10 and NSW. Trade between trading zones may be
limited subject to hydrological connections and water supply considerations.
The trade of irrigation rights and water delivery rights is managed by the relevant IIO against
whom the rights are held. Trading arrangements for irrigation rights and water delivery rights
vary between IIOs. Most IIOs allow for the temporary or permanent trade of irrigation rights.
However, trades of water delivery right involving a change of delivery point within an IIO’s
irrigation network (whether or not they are accompanied by a trade of irrigation right) are often
limited by the hydrological constraints of an IIO’s irrigation network or other IIO restrictions.

1.2

Types of restrictions on trade in water rights

1.2.1

Benefits of water trade

ACCC Water Monitoring Report 2012–13

Trading zones are often used to simplify the administration of water access right trade. Trading
zones are in place in the MDB for most surface water systems and reflect both administrative
boundaries (e.g. state borders) and physical constraints (e.g. hydrological connectivity between
the rivers).

Trade in water can reveal the value of water to existing and potential users, and allow water to
move to its most highly valued end use. This can better inform business decisions and create
incentives for water users to innovate and improve water use efficiency. Over time this will lead
to more productive and efficient use of water resources.
Trade also gives water users the flexibility to modify their water use by buying and selling water
in response to production needs and external drivers such as seasonal water availability, changes
in commodity prices and input costs. Water users are able to trade between each other and to
and from different locations to obtain an appropriate mix of water rights (including water access
entitlements of differing reliabilities, water allocations, irrigation rights and water delivery rights)
to suit their water needs and risk preferences. This flexibility and reallocation of water between
users facilitates an efficient allocation of water resources.
The key restrictions that can impede water trade and detract from the efficient operation of
water markets are:
•

IIO restrictions

•

delivery issues/environmental restrictions, and

•

other government restrictions.

1.2.2

IIO restrictions

Historically, IIOs imposed barriers to water trade by restricting the ability of their customers to
participate in water markets outside of their irrigation network. These barriers were imposed
in response to concerns that a reduction in the number of customers, and the water to be
delivered, would reduce the financial viability of the business, increasing the proportion of
ongoing fixed infrastructure costs that would have to be paid by remaining customers.
Prior to the introduction of the water market and water charge rules, the IIOs in NSW and South
Australia were able to restrict external trade because they held the statutory water access
entitlement on behalf of their member irrigators. To be able to trade water outside of an IIO’s
9

National Water Commission, Australian Water Markets Report 2012−13, Table 3.10, p. 42.

10 Trade is currently only permitted within the ACT. See the ACT Government website for more information
<www.environment.act.gov.au/water/act_water_resources/water_trading>.
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district, an irrigator required the IIO’s approval to transform their irrigation right into a separately
held water access entitlement. The IIOs often did not grant this approval to their customers to
ensure that the water remained on the IIO’s water access entitlement and was used within the
IIO’s district.
The IIOs in all jurisdictions were also able to discourage external trade of water by imposing
very high termination charges on any customers terminating access to the IIO’s irrigation
network. IIOs often imposed such charges when a customer traded their water externally even
if the customer did not wish to terminate their access (sometimes described as an ‘exit fee’).
Accordingly, the cost of paying the termination fee served as an artificial barrier to external water
trade even in circumstances where an IIO allowed transformation (and hence external water
trade) to take place.
Such barriers to trade limited MDB water market operation by distorting the decisions of
market participants and dampening the signals for investment. The WMR and WCTFR were
introduced to address these IIO practices. These rules contribute to the objective of facilitating
efficient water markets and the opportunities for water trading by ensuring that the IIOs’ policies
and administrative requirements for transformation and termination are not a barrier to trade
(discussed in chapters 4 and 5). This improves the opportunities available to irrigators to trade
their water rights.

1.2.3

Delivery issues/environmental restrictions

Some parts of the southern MDB (the ‘southern connected system’) are almost always
interconnected, making trade feasible in these regions. Constraints in the southern MDB are
therefore largely determined by water sharing policies, the characteristics of the storages and
channel capacities.11 An example of a capacity constraint is the Barmah Choke on the Murray
River (see box 1.6). In this example, the Barmah Choke limits the volume of water that can be
traded between areas that are hydrologically connected.
In the northern regions of the MDB, rivers are typically intermittently connected, which
means trade between the water resources may not always be feasible. Trades of water access
entitlement and water allocation to a different water resource or location are generally prohibited
where it is not possible to deliver the water to the new location.

11 MDBA, Constraints Management Strategy: 2013−2024, 2013, p. 12.
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The Barmah Choke is a narrow stretch of the River Murray between Cobram and Echuca.
When the flow of the Murray reaches about 8500 ML per day (measured downstream
of Picnic Point) the surrounding Barmah-Millewa forest floods, limiting the amount of
water that can be delivered downstream in times of high flow. The constraint has led to a
restriction in water trade from areas upstream to downstream of the Barmah Choke.

ACCC Water Monitoring Report 2012–13

Box 1.6: The Barmah Choke

Barmah Choke
Barmah National Park. Image taken 30 September, 2012.
Photographer: Denise Fowler

It is possible for water trade to have an adverse environmental impact, and therefore trading
restrictions are sometimes imposed to protect environmental assets. Examples of environmental
impacts which may result in a trade being prevented are incidences of algal blooms and higher
salinity levels, which are indicators of poor water quality. These impacts can be local, but can
also intensify as water flows through the system.12
Hydraulic connectivity also needs to be considered before trade occurs to ensure there is no
adverse environmental impact resulting from the trade. Hydraulic connectivity means the ease
with which, or the rate at which, groundwater moves within an aquifer, between aquifers or
between aquifers and the surface water system.13

12 MDBA factsheet, Water Quality and Salinity Management Plan, 2010, viewed 4 January 2012, www.mdba.gov.au/
services/publications/water-quality-salinity-management-plan.
13 MDBA, Proposed Basin Plan, definitions, p. 6.
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There have been significant examples of trading restrictions to account for delivery issues in
recent years:
•

Limits on water allocation trade—In November 2012, the Victorian Government introduced
the following controls on water allocation trade:
–– An application, received after 9 January 2013, for a trade of allocation from NSW
to any Victorian trading zone must not be approved if, after approval of the trade,
either:
§§ the volume of net trade from NSW to Victoria approved in the current water
season would exceed 200 GL, or
§§ the risk of spill in Victoria’s share of Hume and Dartmouth Reservoirs during the
remainder of the water season, as determined monthly by the resource manager,
would exceed 50 per cent.
–– An application for a trade of water allocation to trading zones 6, 6B or 714, or to
interstate, from any other Victorian trading zone must not be approved if after
approval of the trade, the combined balance of the Goulburn Inter-Valley Trade
Account and the Upper Goulburn to Lower Broken Inter-Valley Trade would exceed
200 GL.15
The Victorian Government states that these restrictions remove the need for ad-hoc
suspensions of the kind which were necessary during the autumns of 2011 and 2012,
because of high storage levels and high use of carryover. The Victorian Government’s
new trade limits on allocation trades were not reached in 2012–03.

•

SA policy on River water allocation trade—On 25 March 2013, South Australia announced
a new policy titled ‘South Australia’s response to upstream suspensions of River Murray
water allocation trade’. This policy stated that, for the period between 12 April and 30 June
2013, inclusive, if it became clear from allocation trade patterns or from actions by upstream
states that South Australia’s 2013−14 Entitlement Flow is at risk, then the state government
may also suspend water allocation trade into or out of South Australia, or set a volumetric
trade limit, for this period. The policy statement said that this policy only related to interstate
trade in allocations and would not affect intrastate River Murray Water allocation trades, or
water access entitlement trades.16 Conditions in 2012−13 meant that it was not necessary to
activate the policy.17

However, these measures do not address the underlying issues in water accounting that
triggered similar trade suspensions in 2011 and 2012. These underlying issues are being
discussed by the MDBA, Basin State water authorities, the Australian Government and the
ACCC as part of the review of Schedule D (and its protocols) to the MDB Agreement. The ACCC
supports current discussions on reforms to better align the obligations on states to deliver
traded water with the amount of water they have access to in storages.

14 Zone 6 is Murray River-Dartmouth Dam to Barmah, zone 6B is Lower Broken Creek, zone 7 is Murray
River‑Barmah to South Australia.
15 The Victorian Water Trading Rules and Water Trading Zones are available at: http://waterregister.vic.gov.au/
water-trading/trading-rules.
16 Government of South Australia, Department of Environment, Water and Natural Resources, SA Government
Policy Statement, South Australia’s Response to Upstream Suspensions of River Murray Water Allocation
Trade, March 2013, viewed 14 January 2014 at: https://www.waterconnect.sa.gov.au/Content/Publications/
DEWNR/SA per cent20Response per cent20to per cent20Water per cent20Allocation per cent20Trade per
cent20Suspension.pdf.
17 National Water Commission, Australian Water Markets Report, December 2013, p. 8.
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Other government restrictions

There are other impediments to water trade that are imposed by governments which are not
based on delivery considerations or environmental impacts. In providing its advice to the MurrayDarling Basin Authority (MDBA) on the WTR, the ACCC has recommended that certain types
of government imposed restrictions should be removed as they prevent water markets from
functioning effectively and distort price signals within water markets.
There were a number of government restrictions in place in 2012–13.
•

NSW Government restrictions on trade of water access entitlements to recover
environmental water—On 15 January 2013, the NSW Government imposed a new limit on
water purchased for environmental purposes. The new limit, with some exceptions18, restricts
trades of surface water access entitlements in the NSW MDB, where the traded water will
be used for environmental purposes, to 3 per cent of current extraction limits per valley per
decade. The NSW Government has stated that trade is being restricted to enable “a more
sustainable rate of purchase which will provide much needed breathing space and time for
rural economies to adjust.”19 It appears that this restriction may also inhibit the trade of held
environmental water between different users (for example, between environmental water
holders).

•

Victorian 4 per cent limit20—Victoria imposes a 4 per cent limit (with some exemptions) on
the volume of water shares which can be traded out of certain irrigation areas in northern
Victoria each year.21 The limit was originally designed to “address the risk of stranded assets”
and “manage the rate of community adjustment as water is traded out of local areas.”22
Exemptions to the 4 per cent limit are generally granted to water users selling water to the
Australian Government if the sale aligns with investment in the Goulburn-Murray Water
(GMW) Connections Project (previously known as Northern Victoria Irrigation Renewal
Project). An audited ballot was held at the beginning of 2012–13 water year to determine the
order in which to process 363 applications (representing about 41 GL) for transferring water
shares out of the irrigation areas.

•

In 2012−13 exemptions to the 4 per cent limit were available for the following:
–– trades of water to the Australian Government from areas not identified as a priority
for modernisation
–– transfers of water savings from the Australian Government’s On-farm Irrigation
Efficiency Program.23
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1.2.4

18 NSW Office for Water, Three percent limit on water licence purchases for environmental purposes in the NSW
Murray-Darling Basin, viewed 30 January 2013, <www.water.nsw.gov.au/Water-management/Law-andpolicy/National-reforms/Murray-Darling-Basin-Plan/Three-percent-limit>. “The limit also does not apply to
environmental entitlements created from water savings works. The transfer of water entitlement where water
savings have been generated by investment in water supply or water use infrastructure, including on-farm, within
supply channels and in river systems, will not be limited provided the [NSW] Minister is satisfied the savings are
equivalent to the entitlement being transferred. Agreed strategic purchases may also be exempted”.
19 Katrina Hodgkinson MP, Media Release, NSW limits water buybacks for environmental purposes, 15
January 2013, <http://www.water.nsw.gov.au/About-us/Ministerial-media-releases/Ministerial-releases>.
20 The limit is managed by rules 25, 25A, 25B and 25C of the Trading Rules for Declared Water Systems, under the
Water Act 1989 (Vic).
21 The limit is implemented with reference to the association of water use licenses (which in turn are linked to
individual properties) with water shares. Water may only be used under a water share on the property specified
in an associated water use licence. This association must be revoked before a different water use licence (or
registration) in a different area can be associated with the water share. The 4 per cent limit applies to a volume of
water shares where an association with a water use licence to a property within certain irrigation areas has been
revoked.
22 Victorian Government, Northern Region Sustainable Water Strategy, November 2009, p. 108.
23 Victorian Department of Sustainability and Environment, Victorian Annual Water Trading Report 2012/13,
version 2, December 2013, p. 18.
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–– Where the annual 4 per cent limit is reached, the benefits of trade under
these exemptions are not accessible to market participants other than the
Australian Government.
–– Table 1.2 shows that in 2012−13, the annual 4 per cent limit for high reliability water
shares was only reached for the Central Goulburn Irrigation Area, the largest
irrigation area (by volume of water) subject to the limit. By comparison, in 2011−12,
the annual 4 per cent limit for high reliability water shares was reached in all irrigation
areas except Campaspe and the combined areas of Nyah, Tresco and Woorinen.
Table 1.2:

Irrigation areas in Victoria and 4 per cent limit for trade in high reliability
water shares, 2012−1324

Irrigation Area

Campaspe

4 per cent
trade out
limit (ML)

Net
trade out
excluding
exemptions

4 per cent
limit
reached in
2012−13

Exemption
approvals
granted
(ML)

Net trade
out including
exemptions
(ML)

19.2

18.0

No

141.3

159.3

10 451.5

10 291. 8

Yes

2 479.8

12 771.6

Loddon Valley

5 502.2

5017.3

No

1 618.5

6 635.8

Murray Valley

7 888.4

7 865.9

No

4 697.6

12 043.6

Nyah, Tresco and
Woorinen

1 132.1

665.2

No

0

665.2

Robinvale, Red Cliffs,
Merbein and Mildura

5 300.2

5141.8

No

0

5 141.8

Rochester

5 377.8

2 228.4

No

2 431.4

4 659.8

Shepparton

5 353.2

4 154.9

No

1 087.6

5 226.5

Central Goulburn

Torrumbarry
TOTAL

9 514.6

2 145.8

No

6 289.6

8 203.4

50 539.2

37 529.1

n/a

18 745.8

55 507.0

Source: Victorian Annual Water Trading Report 2012/13, version 2

Approximately 38 GL of high reliability water shares were traded out of the Victorian irrigation
areas and 19 GL of exemptions for transfers of high reliability water shares were granted in
2012–13. This resulted in a net trade out of 56 GL of high reliability water shares for Victorian
irrigation districts being approved in 2012–13.
While the WTR, which come into effect on 1 July 2014, aim to remove barriers to trade they will
not prevent all types of trading restrictions. Restrictions that are in place after 1 July 2014 will be
individually assessed by the MDBA for consistency with the WTR.

24 Table 2.1 shows the status of the 4 per cent trade out limit at the end of 2012–13. This limit is applied at the
approval stage, however the volumes reported in this table against the 4 per cent limit are based on recorded
transfers, hence the volumes applied for are different to the volumes in table 2.1.
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This chapter provides an overview of water reforms in the Murray-Darling Basin
(MDB), particularly under the Water Act 2007 (the Water Act). This chapter introduces
the ACCC’s role in water markets and its approach to monitoring the water sector.
It also outlines future possible water reforms that will contribute to the efficient
functioning of water markets in the MDB.

Harvested grapes
Freshly picked wine grapes grown at North Renmark in South Australia. The harvest is transported along the Old
Sturt Highway to Berri Estates Winery at Glossop in South Australia.
Image taken in February 2008.
Photographer: Arthur Mostead

Chapter 2
Water reform in the MDB and the ACCC’s
role in water markets

Findings
• After more than 20 years of water reform by the Australian Governments and Basin States, the
Australian Parliament passed the Water Act in 2007.
• The Water Act gave the ACCC responsibility for advising on the development of water market
rules and water charge rules, enforcing these rules and undertaking monitoring activities.
• The Water Act established the MDBA and required it to develop a Basin Plan, including the water
trading rules (WTR). The WTR have been developed, with the advice of the ACCC, to contribute
to the achievement of the Basin water market and trading objectives. The WTR will commence
on 1 July 2014, and will be enforced by the MDBA.
• The ACCC considers that there are still significant benefits to be had from implementing further
reforms, beyond the Basin Plan.
• Key opportunities for reform in the short to medium term are:
–– implementing the ACCC’s recommendations from the WTR final advice
–– improving information on trading prices and volumes
–– ensuring that reforms undertaken under the MDBA constraints management strategy
enhance water trading and delivery opportunities for all water users
–– the 2014 review of the Water Act.
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2.1

Recent water reforms in the MDB

Water reform has been a constant feature of the regulatory landscape over the past 20 years. In
1994, the Council of Australian Governments (COAG) agreed to the Water Reform Framework
(the Framework). This sought to create water markets through the development of tradeable
water rights in order to allow water to flow to higher value uses. This was done by clarifying
property rights and separating title to water from land. In 1995, the Framework was incorporated
into the National Competition Policy (the NCP) with each state and territory being responsible
for implementing it. Consistent with the NCP, a temporary cap was placed on water extraction
from the Murray River. This cap was made permanent in 1997 and extended to the MDB
more generally.
In 2004, the COAG announced the National Water Initiative, an agreement between Basin
States and the Australian Government to implement further water reforms designed to achieve
a number of objectives including to return over-allocated water systems to environmentally
sustainable levels of extraction, expand the permanent trade of water through the progressive
removal of barriers to trade (subject to an annual cap of 4 per cent on the volume of water that
could be traded out of an irrigation district) and cap termination fees at 15 per cent.
In January 2007, the Australian Government passed the Water Act25 to manage MDB water
resources in an integrated and sustainable way. The Water Act created new institutional and
governance arrangements for water resources in the MDB. In particular, the Water Act:
•

established the Murray-Darling Basin Authority (MDBA), and conferred on it the power to
develop the Basin Plan

•

provided for the making of the Water Trading Rules (WTR) within the Basin Plan

•

established the Commonwealth Environmental Water Holder (CEWH) to manage the
Commonwealth’s environmental water with the objective of protecting and restoring the
environmental assets of the MDB

•

increased the functions of the Bureau of Meteorology regarding water information26, and

•

provided new functions for the ACCC.

These reforms are discussed below.

2.1.1

The MDBA and the Basin Plan

The Water Act established the MDBA and conferred on it the powers of the previous MurrayDarling Basin Commission. The Water Act also provided for the MDBA to develop the Basin
Plan—a strategic plan for water resources in the MDB. The Basin Plan was developed by
the MDBA over three years and was adopted in 2012, although it will be implemented in
stages.27 The Basin Plan sets long-term average sustainable diversion limits (SDLs) that reflect
an environmentally sustainable level of water use.28 The Basin Plan also includes a Basin
environmental water strategy, a constraints management strategy, and the WTR.

The Water Trading Rules
Water trade in the MDB is primarily governed by Basin State water management laws, as well
as the policies and procedures of irrigation infrastructure operator (IIO). However, certain
provisions within these laws and policies have constrained opportunities for trade. The WTR,

25 The Water Act 2007 came into effect on 3 March 2008.
26 Department of the Environment, The Basin Plan, see: http://www.mdba.gov.au/about-mdba/governance/
murray-darling-basin-agreement.
27 See: http://www.mdba.gov.au/what-we-do/basin-plan/basin-plan-implementation.
28 MDBA, Sustainable Diversion Limits, http://www.mdba.gov.au/what-we-do/water-planning/sdl.
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•

to facilitate the operation of efficient water markets and the opportunities for trading,
within and between Basin States, where water resources are physically shared or hydrologic
connections and water supply considerations will permit water trading, and

•

to minimise transaction cost on water trades, including through good information flows in
the market and compatible entitlement, registry, regulatory and other arrangements across
jurisdictions, and

•

to enable the appropriate mix of water products to develop based on water access
entitlements which can be traded either in whole or in part, and either temporarily or
permanently, or through lease arrangements or other trading options that may evolve over
time, and

•

to recognise and protect the needs of the environment, and

•

to provide appropriate protection of third-party interests.29
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which form part of the Basin Plan, present a consistent approach to managing water trade. The
WTR have been developed to contribute to the achievement of the Basin water market and
trading objectives:

The WTR apply only to types of water access rights that can be traded under state water
management law, and only apply to water delivery rights and irrigation rights held against IIOs.
The WTR primarily deal with the following matters:
•

certain restrictions on the trade of water access rights

•

restrictions on the trade of water delivery rights within irrigation networks

•

processes for determining when certain restrictions are necessary and permissible because of
physical or environmental considerations

•

obligations on IIOs to provide information in relation to water delivery rights and
irrigation rights

•

the disclosure obligations of approval authorities

•

other information that MDB states and IIOs must make available, and

•

restrictions on persons trading water access rights that are aware of certain information
before it is generally available to the market.

The WTR will commence on 1 July 2014, and will be enforced by the MDBA. A restriction which
is inconsistent with a provision of the WTR may nevertheless prevail over the WTR if it forms part
of a transitional or interim water resource plan. Such plans will operate in some parts of the MDB
until 2019.

2.1.2

The CEWH and the acquisition of water for the environment

The Water Act established the CEWH to manage the Commonwealth’s environmental water
holdings30 in accordance with the environmental watering plan forming part of the Basin Plan.31
The Commonwealth’s environmental water portfolio is actively managed by the CEWH. The
CEWH may either deliver the water it holds to meet environmental outcomes, carry it over to the
following year to meet future environmental outcomes or trade it, depending on which option
will maximise environmental outcomes.32

29 Schedule 3 of the Water Act 2007 (Cth).
30 Section 104 of the Water Act.
31 Section 28 of the Water Act sets out the requirements of the Environmental Watering Plan. However, s. 106 of
the Water Act sets limits on the circumstances in which the CEWH can dispose of water.
32 Commonwealth Environmental Water Office, Commonwealth Environmental Water Trading Framework,
January 2014, p. 3.
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Acquisition of water for the environment by the Australian Government
The Australian Government has acquired water access entitlements through the Sustainable
Rural Water Use and Infrastructure Program (SRWUIP)33 and by purchasing water access
entitlements from sellers in the water market.34 The Australian Government has acquired this
water in order to bridge the gap between the volume of water access entitlements available for
consumptive use in the MDB and the SDLs identified in the Basin Plan.35 The SRWUIP allows
participants to transfer water access entitlements to the Australian Government in exchange for
funding for infrastructure works and includes the following programs:36
•

Private Irrigation Infrastructure Operators Program (PIIOP)—operates in NSW and South
Australia and aims to acquire water access entitlements resulting from water savings
generated from eligible projects by private IIOs that improve the efficiency and productivity
of water use and management, both off and on-farm. The PIIOP is designed to allow private
IIOs and their customers to reduce water losses and manage their water allocations more
efficiently. The Australian Government has funded projects to modernise irrigation channels,
install pumped pipeline systems and construct secure stock and domestic water delivery
systems through the PIIOP.37

•

South Australia Integrated Pipelines—the Australian Government provided funding for the
construction of a series of potable and irrigation pipelines in areas adjacent to the South
Australian Lower Lakes. The pipelines supply potable and irrigation water to communities
which were previously reliant upon the Lower Lakes for their water supplies.

•

GMW Connections Project stage 2 (formerly NVIRP stage 2)—The Australian and Victorian
governments have together funded the Goulburn-Murray Water (GMW) Connections
Project, which is designed to make GMW’s water delivery network more efficient. It involves
upgrading GMW’s major supply channels (the backbone channels), reconnecting systems
to the backbone (rather than the local spur channel network), as well as some other smaller
special projects. There is also the GMW Connections On-farm Priority Project, and the
Victorian Farm Modernisation Project, which are aligned with the Connections Project and
which fund on-farm irrigation system upgrades in GMW’s irrigation districts (see chapter 5).

•

Sunraysia Modernisation Project—this project will deliver an integrated body of works to
modernise irrigation infrastructure across the Mildura, Red Cliffs and Merbein irrigation
districts of Lower Murray Water in the Sunraysia region of northern Victoria.

2.1.3

The Bureau of Meteorology and improvements in water information

The Water Act places obligations on the Bureau of Meteorology (BoM) to collect and publish
‘water information’.38 The purpose of BoM publishing this information is to increase transparency,
confidence and understanding of water information39, including the availability of water
and other factors affecting the water market. As part of this role, BoM compiles a range of
information including about the water allocation and water access entitlement markets, trade
processing times and water allocations.
33 This program implements commitments made in the Intergovernmental Agreement on Murray-Darling Basin
Reform, which was signed by the Australian and state governments in July 2008 to secure a sustainable future for
the Murray-Darling Basin. Department of the Environment, State Priority Projects, http://www.environment.gov.
au/topics/water/rural-water/sustainable-rural-water-use-and-infrastructure/state-priority-projects
34 Department of Environment, Water entitlement purchasing in the Murray-Darling Basin, http://www.
environment.gov.au/topics/water/rural-water/restoring-balance-murray-darling-basin
35 Intergovernmental Agreement on Implementing Water Reform in the Murray-Darling Basin, June 2013, clause 2.2.
36 Department of Environment, Sustainable Rural Water Use and Infrastructure Program, http://www.environment.
gov.au/system/files/resources/1a836f1e-6e6e-43ba-ae6d-817592cfaa73/files/srwui-program-factsheet_1.pdf
37 Department of Environment, Private Irrigation Infrastructure Operators Program in New South Wales, http://
www.environment.gov.au/topics/water/rural-water/sustainable-rural-water-use-and-infrastructure/statepriority-projects-0
38 Section120 of the Water Act.
39 Explanatory Memorandum, Water Bill 2007 (Cth.), clause 17.
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The ACCC’s role in water market reform

The Water Act gives the ACCC the following four main functions in the MDB40:
•

a monitoring role—for regulated water charges, transformation arrangements and
rule compliance

•

a price setting role—for certain regulated water charges under the water charge rules

•

an enforcement role—enforcing the water market rules and the water charge rules

•

an advisory role—providing advice to the Minister on the water market rules and the water
charge rules as well as advice to the MDBA on water trading rules forming part of the
Basin Plan.

The ACCC’s functions primarily relate to the following four sets of rules made under Part 4 of the
Water Act:
•

Water Market Rules 2009 (WMR)—prohibit the actions or omissions of an IIO that prevent
or unreasonably delay an irrigator from transforming an irrigation right into a water access
entitlement. These rules came into full effect on 1 January 2010 and were amended in
October 2012.

•

Water Charge (Termination Fees) Rules 2009 (WCTFR)—regulate the fees or charges payable
to an IIO relating to the termination or surrender of access to an IIO’s irrigation network.
These rules came into full effect on 1 September 2009 and were amended in February 2011
and October 2012.

•

Water Charge (Infrastructure) Rules 2010 (WCIR)—set requirements relating to the fees
and charges payable to infrastructure operators for bulk water services and to IIOs for
access to their irrigation network and related services. These rules came into full effect on
12 April 2011.

•

Water Charge (Planning and Management Information) Rules 2010 (WCPMIR)—provide for
the publication of information on fees and charges imposed by, or on behalf of, governments
relating to water planning and management (WPM) activities. These Rules came into full
effect on 1 July 2011.
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2.2

The ACCC’s guidance materials on these Rules can be accessed through the ACCC’s website.41

2.2.1

The ACCC’s approach to monitoring in the water sector

The ACCC’s monitoring role requires the provision of an annual water monitoring report to the
relevant Minister. In accordance with an agreement with the Minister, the ACCC publicly releases
this report.
The Water Act gives the ACCC a responsibility to monitor:
•

regulated water charges42

•

transformation arrangements43, and

•

compliance with rules made under Part 4 of the Water Act.44

To fulfil this role, the ACCC gathers information on both a formal and an informal basis. Its
informal information gathering activities include:
•

examination of information provided by infrastructure operators on their websites, such as
pricing schedules, transformation policies and other relevant announcements

40 The ACCC also has a role enforcing fair trading and competition legislation, applicable to all businesses including
those in the water industry under the Competition and Consumer Act 2010.
41 Please see: www.accc.gov.au/regulated-infrastructure/water/water-guides.
42 Water Act, s. 94(1)(a).
43 Water Act, s. 99(1)(a).
44 Water Act, s. 94(1)(b) and s. 99(1)(b).
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•

data collection and compilation from direct liaison with irrigators, infrastructure operators
and industry specialists, such as water brokers and lawyers, and

•

examination of information published by other government agencies, such as National
Water Commission (NWC), MDBA, or obtained by the ACCC in the course of liaison with
those agencies.

In 2012−13, the ACCC conducted a survey of 10 IIOs of varying sizes and structures in South
Australia, Victoria and NSW. The survey asked the IIOs to comment on a range of matters,
including key developments in 2012−13, their experience with processing transformation and
termination applications, their policies in relation to certain charges such as termination fees and
other matters. The results of the survey are included in chapters 4 and 5 of this report.
The ACCC’s formal information gathering involves annual data collection from bulk water
suppliers, IIOs, government departments and water authorities listed in Table 1.1.45 For the
purpose of this report, information requests were provided to these reporting entities in July
2013 and responses were received from all these from September 2013.
The 2012−13 information requests were in three formats:
•

IIO information request—contained a request for data from IIOs on regulated water charges,
compliance with the WMR, WCTFR and WCIR and contextual information about the IIO’s
irrigation network.

•

Bulk water information request—contained a request for data from bulk water suppliers on
regulated water charges and compliance with the WCIR.

•

Water planning and management information request—contained a request for data from
state government departments and water authorities on charges levied and revenue received
for WPM activities and the associated WPM costs.

Table 2.1 provides an overview of the type of information request(s) sent to the reporting entities
covered by this report (shaded).

45 The ACCC typically collects data for monitoring purpose from those bulk water operators and IIOs that hold (or
whose customers hold) more than 10 GL of water access entitlement.
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Reporting entities

Reporting entity

Type of information request
IIO

Bulk

WPM

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 and Primary Industries (Vic): DEPI
Department of Environment, Water & Natural Resources (SA):
DEWNR
Eagle Creek Pumping Syndicate (NSW): Eagle Creek
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Table 2.1:

Environment & Sustainable Development Directorate (ACT):
ESDD
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
Office of Water (NSW): NOW
Renmark Irrigation Trust (SA): RIT
State Water Corporation (NSW): State Water
SunWater (Qld): SunWater
Tenandra Irrigation Scheme (NSW): Tenandra
Trangie-Nevertire Irrigation Scheme (NSW): Trangie-Nevertire
West Corurgan Private Irrigation District (NSW): West Corurgan
Western Murray Irrigation Limited (NSW): WMI

Although the ACCC has statutory information-gathering powers under the Competition and
Consumer Act 201046, reporting entities provided the ACCC with the information requested on a
voluntary basis. The ACCC is considering ways to reduce the size of information requests sent to
reporting entities for future Water Monitoring Reports, for IIOs in particular.

46 s. 155, Competition and Consumer Act 2010.
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This report focuses on surface water and does not cover groundwater resources. Groundwater
infrastructure and trade is limited compared to surface water infrastructure and trade, and the
role of infrastructure operators is primarily restricted to surface water. As such, the water market
rules and water charge rules generally relate to surface water only.47

2.3

Future water market reform

The ACCC considers that there are still significant benefits to be had from water reform, even
once the WTR and other parts of the Basin Plan are in place. Many of these areas will be
challenging and will require coordinated action from the Australian Government and states
agencies, IIOs and water users.
Four key opportunities for reform over the short to medium term are outlined below. The
ACCC considers that pursuing these reform opportunities would increase the benefits of the
recent water reforms (outlined in section 2.1), in particular the water market rules and water
charge rules. Improvements to the efficiency and scope of water markets will increase trading
opportunities for those irrigators located within irrigation networks should they choose to
transform their irrigation right, and/or terminate their water delivery right.

2.3.1

ACCC’s water trading recommendations

The ACCC’s advice to the MDBA about the WTR acknowledged that the WTR will not apply to
all entities involved in water trade or to all matters relevant to the development of an efficient
water trading regime across the MDB. Similarly, the ACCC noted that the WTR within the Basin
Plan may not be the most suitable mechanism for addressing certain issues relevant to the
development of an efficient water trading regime. As such, in addition to providing advice on the
content of the WTR, the ACCC made a number of recommendations, including in relation to:
•

the subdivision of co-held water access rights

•

stock and domestic water rights and trade

•

conversions between types of water access rights

•

carryover arrangements

•

Basin State trade approval processes

•

trade approval times

•

expanding the scope for trade:
–– in unregulated surface water systems
–– between regulated and unregulated surface water systems, and
–– between intermittently connected surface water systems

•

unbundling of groundwater access rights, and

•

ensuring equal treatment of water access entitlements and water allocations held by
environmental water holders and by others.48

The ACCC’s advice to MDBA about the WTR included 40 recommendations addressing these
matters, while acknowledging that the adoption or otherwise of these recommendations
is a matter for governments and/or the MDBA. The ACCC remains of the view that the
implementation of these recommendations would increase confidence in the water market, as
well its efficiency, effectiveness and scope.

47 The WCPMIR may relate to charges imposed in relation to groundwater activities.
48 ACCC, Water trading rules: Final advice—March 2010, Appendix 1, p. 275.
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Information on trading prices and volumes

Access to timely and accurate information is critical to a well-functioning water market because
it allows participants to make informed decisions about managing their water access and
delivery needs. A lack of information can inhibit otherwise beneficial trades from occurring and
raise transaction costs for market participants. The Basin Plan water trading rules will require
the person disposing of a water access right in a trade to report on the price of the trade to the
approval or registration authority. However, these authorities are not compelled to record or
publish this information.
The ACCC notes that consultation undertaken by the NWC found that that the availability of
accurate price information remains a challenge for water market participants in the MDB.49 The
ACCC agrees with this finding by the NWC, and also notes that similar concerns can be raised
about the interpretation of reported trade volumes.
In relation to both price and volume reporting, the ACCC notes there is no consistent approach
across the MDB to identifying those trades that are not arm’s-length, market based transactions
but are instead:
•

between related parties—for example between family members or between two
environmental water holders

•

part of a larger transaction—for example, where a water access entitlement or irrigation right
is sold with land or water delivery rights, or as a condition of an infrastructure upgrade, or

•

for a change in location, but not ownership—for example, an irrigator trading water allocation
to or from an interstate account to access carryover or avoid impending trade restrictions.
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2.3.2

Such trades are likely to continue to grow in frequency and volume, especially as environmental
water holders increasingly undertake water allocation trades to facilitate environmental
water delivery.
The ACCC considers that the effectiveness and efficiency of water markets could be improved
if price and volume data is more widely reported and published, and differentiated between
these kinds of trades. This information would enable better informed trading decisions by water
market participants and increase confidence in MDB water markets.

2.3.3

MDBA constraints management strategy

In November 2013, the MDBA developed a constraints management strategy which identifies
the physical, operational and management constraints that are affecting environmental water
delivery. The MDBA’s constraints management strategy proposes a collaborative approach to
the development and prioritisation of constraints projects. This strategy is divided into phases
as follows:
•

Phase 1: 2013 to 2014—Identify and prioritise important operational and management
constraints, including their relationship to physical constraints.

•

Phase 2: Feasibility assessment—business case development and Basin scale prioritisation
2015 to mid-2016—Based on the decisions by Basin Ministers regarding investment priorities
identified through phase 1, development and feasibility assessment of projects would be led
by the relevant government agencies in consultation with the MDBA.

•

Phase 3: Planning and implementation 2016 to 2024—The MDBA expects that the majority
of investment in constraints measures will commence following the completion of the
feasibility assessment and operation of the SDL adjustment mechanism in mid-2016.50

49 NWC, Current issues influencing Australian water markets, 2013, p. vii.
50 MDBA, Constraints Management Strategy: 2013−2024, 2013, p. 32
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As noted in the ACCC’s submission to the MDBA51, the development of the constraints
management strategy provides an excellent opportunity for significant improvements in the way
water is traded and delivered in the MDB by environmental and other water users. However, the
ACCC considers that it is important that water trading arrangements are non-discriminatory
between environmental water holders and other water access right holders.
To this end, the ACCC has urged the MDBA and Basin States to consider broadening the scope
of the Phase 1 inquiries to include both environmental water holders and other water access
right holders. This would enable the development of more holistic options for addressing
constraints in Phase 2, so that any enhanced trading or delivery opportunities could be made
available to all water users.

2.3.4

Water Act review

Under section 253 of the Water Act, the Minister must, before the end of 2014, cause to be
conducted a review of the operation of the Water Act, and the extent to which the objects of the
Act have been achieved. Subsection 253(2) sets out the requirements for the terms of reference.
These include requirements that the terms of reference for the review require:
•

an assessment of the extent to which water trading in the MDB is occurring effectively
and efficiently

•

the level of MDB-wide consistency in water charging regimes

•

an assessment of the extent to which water is being used in higher value uses.

The review must be undertaken in consultation with the states and a written report of the review
must be tabled in each House of Parliament within 15 sitting days of that House after its receipt
by the Minister.
The ACCC welcomes this review of the Water Act. The ACCC considers that the review is an
excellent opportunity to reflect on the progress made to date and to explore opportunities for
enhancing the operation of the Act itself and MDB water markets more generally.

51 ACCC, Submission to the MDBA re the Draft Constraints Management Strategy, 30 October 2013,
http://www.mdba.gov.au/sites/default/files/cms-feedback/Australian-Competition-and-ConsumerCommission-Submission.pdf.
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Part B
Compliance with the Water Charge Rules
and Water Market Rules

Split Rock Dam
Water in lake behind Split Rock Dam. Image taken in October, 2011.
Photographer: John Baker

Under the Water Act 2007 (Cth) (the Water Act), the ACCC is the responsible
enforcement agency for the Water Market Rules and the Water Charge Rules
(collectively, the Rules) made under Part 4 of the Water Act.
The ACCC uses the information that it collects through routine monitoring, specific
information requests and the complaints and inquiries it receives to monitor
compliance with the Rules. This chapter provides a review of the compliance and
enforcement activities carried out in 2012−13 by the ACCC in relation to the Rules.

Menindee Weir
Menindee Weir on the Darling River is approximately 12 kms north east of Menindee in New South Wales. Image was taken in
March 2010.
Photographer: Arthur Mostead

Chapter 3
Compliance and enforcement activities
in 2012−13

Findings
• IIO’s knowledge of, and attitude towards compliance with the Rules continues to improve.
• Compared to 2011−12, there have been significant improvements in IIO transformation
processing times in 2012−13.
• IIOs continue to proactively approach the ACCC to self-report suspected breaches or seek
guidance on new policies that may raise compliance concerns under the Rules.
• The water planning and management information published by the relevant Queensland, NSW
and ACT departments in 2012−13 continues to fall short of the publication requirements under
the Rules.
• The ACCC continues to provide targeted guidance to infrastructure operators, Basin State
departments and water authorities to assist them in understanding how the requirements of the
Rules apply to their circumstances.
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3.1

The Rules enforced by the ACCC under the Water Act

Under the Water Act, the ACCC is the enforcement agency for the following rules within
the MDB:
•

Water Market Rules 2009 (WMR)

•

Water Charge (Termination Fees) Rules 2009 (WCTFR)

•

Water Charge (Infrastructure) Rules 2010 (WCIR), and

•

Water Charge (Planning and Management Information) Rules 2010 (WCPMIR).52

Under the Competition and Consumer Act 201053, the ACCC is also responsible for enforcing
the compliance of infrastructure operators54, water brokers and other water specialists with fair
trading requirements under that Act.
Infrastructure operators subject to the Rules are also subject to obligations under other state
and Commonwealth water legislation. However, the ACCC is not responsible for enforcing
those obligations.

3.2

Approach to compliance

In 2012−13, building on the approach outlined in the previous Water Monitoring Reports, the
ACCC pursued an approach to compliance and enforcement activities designed to:
•

foster a culture of compliance among infrastructure operators as well as Basin State
departments and water authorities

•

ensure that infrastructure operators as well as Basin State departments and water authorities
understand their obligations and provide accurate, relevant information to customers, and

•

encourage self-disclosure of possible rule breaches by infrastructure operators.

These objectives are consistent with the approach to compliance and enforcement set out in the
ACCC Enforcement Guide—Water Market and Water Charge Rules (revised in April 2011).55
In the course of monitoring policies and practices of infrastructure operators throughout
2012−13, the ACCC has observed further improvement in awareness of, and compliance with,
the Rules amongst infrastructure operators. However, the ACCC continues to come across
practices employed by infrastructure operators that are inconsistent with the requirements of
the Rules.
The ACCC recognises that some technical aspects of the Rules can be difficult to interpret and
that some infrastructure operators are still trying to understand how the Rules apply to their
individual practices. The ACCC has taken this into consideration in assessing the appropriate
enforcement response for alleged breaches of the Rules. The ACCC also provided targeted
guidance to individual infrastructure operators on how the requirements of the Rules apply to
their practices.
In addition, the ACCC continued its approach of engaging with water industry specialists and
infrastructure operators to educate and provide information to build consistent understanding of
all the requirements of the Rules across the industry. The ACCC presented on the requirements
of the Rules to lawyers and published information about the Rules in law journals.

52 See Chapter 2 for further information.
53 Including the Australian Consumer Law.
54 Infrastructure operators are entities that own or operate infrastructure for the storage, delivery or drainage of
water for the purpose of providing a service to another person. Infrastructure operators are subject to the WCIR
and include bulk water suppliers and IIOs. In turn, IIOs are subject to the WMR and the WCTFR.
55 Available on the ACCC website: http://www.accc.gov.au/regulated-infrastructure/water/water-guides.
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Compliance activities for 2012−13

In 2012−13, the ACCC completed a wide range of activities designed to assess levels of
compliance with the Rules by regulated entities and to improve stakeholder awareness of the
requirements and opportunities arising from the Rules. These activities included:
•

Review of information provided by infrastructure operators and Basin State departments and
water authorities in response to the ACCC’s monitoring request for information—ACCC staff
conducted a review of responses for 2012−13 to assess compliance with the requirements
of the Rules. ACCC staff followed up with individual entities where clarification or further
information was required.

•

Engagement with Basin State government departments and water authorities on the
requirements of the WCPMIR—ACCC staff liaised with departments and water authorities
delegated with responsibility to publish information on WPM charges to ensure they
understood the requirements of the Rules.

•

Education sessions for IIOs and legal practitioners—ACCC staff presented information
sessions for IIOs and legal practitioners to explain the ACCC’s role in the regulation of the
water industry and various technical aspects of the Rules.

•

Revision of existing guidance materials—the ACCC revised the guides to the WMR and
WCTFR following amendments to those rules by the Minister on 17 October 2012.

•

Public education on the Rules and the role of the ACCC—the ACCC published information on
the Rules, and the role of the ACCC in specialised industry journals.

•

Release of Guidelines on specific requirements of the Rules—the ACCC released Guidelines
on the amendments to the WMR and WCTFR56.
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3.3

Throughout 2012−13, the ACCC also assisted the MDBA with the development of its approach
to compliance and enforcement of the Water Trading Rules (WTR). The WTR will commence on
1 July 2014 and will be enforced by the MDBA.

3.4

Compliance and enforcement outcomes

3.4.1

Complaints and inquiries

Over 2012−13, the ACCC dealt with a total of 46 complaints and inquiries about water-related
matters. This is in comparison to 71 matters in 2011−12 and 101 matters in 2010−11. Of the
2012−13 matters, 22 required detailed assessment and response, compared to 32 in 2011−12
and 29 in 2010−11.
The ACCC received fewer inquiries and complaints from irrigators— 14 in 2012−13 compared
to 20 in 2011−12. Most of these (12) concerned the magnitude of the charges levied by IIOs.
The ACCC considers that the decline in the number of irrigator complaints and inquiries
can be attributed to the processes of transformation and termination becoming part of the
ordinary course of business for many IIOs and better information about these processes being
provided by the IIOs to their customers. A lower number of complaints may also be due to
the involvement of the Australian Government in the transformation process, with a large
proportion of the transformations and terminations in 2012−13 being part of the Australian
Government’s water buyback and infrastructure investment programs (see Chapter 4). In the
transactions involving the Australian Government, government solicitors sometimes processed
transformations on behalf of the IIOs. In addition, termination fees were not charged by the IIOs
when termination by an irrigator was part of decommissioning of the IIO’s irrigation network
under a government’s infrastructure program.

56 See: http://www.accc.gov.au/regulated-infrastructure/water/water-guides.
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Infrastructure operator inquiries were significantly higher than previously—17 in 2012−13
compared to seven in 2011−12. Infrastructure operator inquiries typically involved requests
for guidance on how to comply with specific requirements of the Rules or self-reporting of
suspected minor rule breaches. The higher level of infrastructure operator inquiries is likely to
be due to greater familiarity with the ACCC’s role and better awareness of the Rules. Increased
incidence of self-reporting of rule breaches indicates an improved compliance culture among
infrastructure operators.
In 2012−13, the ACCC continued to proactively monitor the policies and practices of
infrastructure operators. This led to the ACCC initiating five investigations into suspected rule
breaches by infrastructure operators in 2012–13, compared to 22 in 2011–12 and 21 in 2010–11.
The ACCC considers that the lower number of ACCC-initiated investigations indicates improved
operator practices, resulting from better understanding of the Rules and the ACCC’s compliance
and education activities.
The ACCC received a lower number of inquiries and complaints from water specialists, interest
groups and government agencies—10 in total in 2012−13 compared to 22 in 2011−12. While the
total number of contacts with these stakeholders has decreased, the ACCC had an increasing
level of engagement with water brokers and lawyers. In the past two years, the ACCC completed
a range of activities designed to improve the awareness and understanding of the Rules among
water brokers and lawyers: conducting education sessions, publishing materials in specialised
journals and providing guidance in response to inquiries. The intelligence received by the ACCC
from these sources has also assisted the ACCC to identify and address IIO practices at risk of
breaching the Rules.

3.4.2

Investigations

In 2012−13, the ACCC conducted a number of investigations into suspected breaches of the
Rules based on compliance concerns raised through complaints, staff analysis and self-reporting
of the breaches by infrastructure operators. In four of these investigations, the ACCC reached a
view that the regulated entity was likely to be in breach of the Rules.
The ACCC considered that the identified alleged breaches by infrastructure operators were
generally minor and/or resulted from a genuine misunderstanding of the requirements of the
Rules, rather than deliberate attempts by infrastructure operators to avoid their legal obligations.
Accordingly, the ACCC resolved its compliance concerns administratively rather than by
taking formal legal action. Given the nature of the breaches, the ACCC sought to respond
proportionately and to ensure that infrastructure operators took practical steps to remedy any
detriment to customers and address future compliance with the Rules.
The ACCC investigated information published to meet the requirements of the WCPMIR and
again formed the view that three Basin State departments have failed to adequately meet
those requirements. The ACCC will continue to monitor progress made by these entities to
improve the accuracy and the scope of published water planning and management information
to allow water users in those jurisdictions to better understand their water planning and
management charges.
Details of some of the issues investigated by the ACCC are set out below.

Termination fees in excess of the maximum allowed—failure to account for discount
During the review of the IIO responses to the ACCC’s 2012−13 monitoring request for
information, the ACCC identified an IIO that charged termination fees in excess of the maximum
allowed under the WCTFR. This occurred as a result of the IIO offering a discount on fixed
network access charges to a group of its customers, but not taking this discount into account
when calculating the termination fees.
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The ACCC’s investigation revealed that the IIO overcharged two terminating customers as
a result of not taking the discount they received on their fixed network access charges into
account. The ACCC considered this to be in breach of the WCTFR. The ACCC chose to resolve
this matter administratively, with the IIO agreeing to provide refunds, with interest, to the
overcharged irrigators and committing to calculate termination fees in the future based on the
applicable network access charges.

Unreasonable delay in processing transformation application
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Under the WCTFR, the maximum termination fee that an IIO can charge is calculated on the
basis of the total amount of fixed charges paid, or payable, by the irrigator for the financial year
in which written notice of termination is given. This means that in the circumstances where
a discount on fixed network access charges is given by an IIO to an irrigator, the maximum
termination fee is calculated on the basis of the discounted amount actually paid by the irrigator
in the relevant period.

An IIO self-reported to the ACCC that it had inadvertently caused an unreasonable delay to
the registration of a transformation after it was approved by the state authority, in breach of
the WMR. The IIO employed a policy of waiting for several transformation applications to be
finalised before lodging them all to the state registration office. The IIO reported that, as a result
of this policy, a transformation application that had been completed and approved by the state
authorities had been misplaced while the IIO waited for other applications to be finalised. This
resulted in a significant delay to the registration of the transformation.
Under the WMR, there are only limited circumstances in which an IIO can reasonably delay
the processing of an application for transformation. The IIO’s failure to lodge the completed
transformation application with the state registration authority in a timely manner was in breach
of the WMR.
The ACCC chose to resolve this matter administratively, with the IIO agreeing to amend its
transformation procedure so that it lodges completed and approved transformation applications
for registration as soon as practicable and to implement better record keeping measures to
minimise the possibility of applications being misplaced in the future.

Preventing transformation—policy for distribution of surplus conveyance water
The ACCC received a complaint that an IIO had a policy of distributing surplus conveyance water
that had the effect of preventing customers from transforming their irrigation rights. Under the
IIO’s policy, allocation of surplus conveyance water was calculated on the basis of a customer’s
volume of irrigation right. This meant that customers who transformed their irrigation right into
a water access entitlement lost their entitlement to surplus conveyance water as a result of the
transformation even in circumstances where the customer did not terminate any part of their
right of access to the IIO’s irrigation network.
The WMR prohibit IIOs from implementing policies that prevent customers from transforming
their irrigation right. The ACCC considered that the terms of the IIO’s policy had the likely effect
of excluding transformed customers from accessing material benefits that were available to them
prior to transformation. The ACCC considers that such exclusion was not reasonably justified
by the act of the transformation alone. On this basis, the policy may have had the effect of
preventing customers from transforming their irrigation right.
The ACCC chose to resolve this matter administratively, with the IIO agreeing to change its
surplus conveyance water policy so that distribution of the water is no longer linked to the
volume of customers’ irrigation rights.

41

ACCC Water Monitoring Report 2012–13

Unreasonable delay in processing transformation applications and excessive
transformation application fees
During the review of the IIO responses to the ACCC’s 2011−12 monitoring request for
information, the ACCC identified that an IIO:
•

adopted transformation processes that resulted in unreasonable delays to several
transformation applications, and

•

charged excessive application fees from customers seeking to transform their irrigation right
into a water access entitlement.

The ACCC’s investigation revealed that the IIO made various requests for information to irrigators
at different times during the transformation process instead of asking for all the information it
knew it would require upfront. The IIO also required transforming irrigators to enter into a Deed
of Undertaking that sought to protect the interests of prospective purchasers of the applicant’s
land. Further, the ACCC found that the IIO engaged the services of a solicitor to carry out almost
every step of the transformation process on its behalf, for which it paid a legal professional
rate. The IIO passed on the legal costs to the transforming irrigators through transformation
application fees.
Under the WMR, IIOs must process transformation applications efficiently to avoid
unreasonable delays to the transformation of the irrigators’ irrigation right. This requires
IIOs to ask upfront for all the relevant information it knows will be necessary to process an
application for transformation and not to make the processing of the application conditional
on the fulfilment of any requirements by the transforming irrigators that are not reasonably
necessary for the purpose of processing their application. In the ACCC’s view, the IIO’s practice
of asking for information in a piecemeal fashion and requiring transforming irrigators to enter
into unnecessary legal agreements caused unreasonable delays to the processing of their
transformation applications, in breach of the WMR.
The WMR permit IIOs to charge an administrative fee for processing a customer’s application
for transformation but limit the amount of the fee that can be charged to the reasonable and
efficient costs of processing the application. The ACCC did not consider that engaging a lawyer
to undertake administrative tasks in the processing of the transformation was commensurate
with the level of skill required to perform those tasks. Accordingly, the ACCC considered that
the IIO breached the WMR by charging a transformation application fee that recovered the legal
fees, exceeding the reasonable and efficient cost of processing a transformation application.
The ACCC chose to resolve this matter administratively, with the IIO agreeing to amend its
transformation procedure to ensure that it processes all transformation applications efficiently
and will not request irrigators to fulfil any requirements that are not reasonably necessary for
the purpose of the transformation. The IIO also agreed to provide refunds, with interest, to
customers who were overcharged transformation application fees.

Publication of information about water planning and management charges
In the ACCC Water Monitoring Report 2011−12, the ACCC reported that the New South Wales
Office of Water, the Queensland Department of Natural Resources and Mines and the ACT
Environment and Sustainable Development Directorate did not publish adequate information
about water planning and management charges to meet the requirements of the WCPMIR.
These entities were required to achieve compliance with the WCPMIR by disclosing:
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•

all regulated water planning and management charges

•

the current amounts of those charges, and

•

the costs of the water planning and management activities to which those charges relate.

Publication of water planning and management information is designed to improve pricing
transparency and promote the water charging objectives and principles under the Water Act.
Disclosure of cost information by the departments will improve the water users’ understanding
of the relationship between the water planning and management charges that are levied and the
costs of the related water planning and management activities.

3.4.3

Enforcement action

In all investigations undertaken in 2012−13, the ACCC assessed there was no need to litigate or
to impose infringement notices on infrastructure operators. In making this assessment, the ACCC
took into account a variety of factors including:
•

the deliberateness of the contraventions and the period over which the relevant
conduct extended

•

whether the conduct had caused, or was likely to cause, detriment to another party, and

•

whether and how the infrastructure operator sought to remedy the contravention.
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In 2012−13, all three departments updated their charge information to include all current
charges. However, all three departments failed to publish the required cost information despite
the guidance provided by the ACCC to assist them to understand these requirements. All three
departments remain non-compliant with the requirements of the WCPMIR.

For further information on the factors the ACCC takes into account regarding enforcement of
the Rules, see the ACCC Enforcement Guide—Water Market and Water Charge Rules, which is
available on the ACCC’s website.

3.4.4

Monitoring of compliance with enforceable undertakings

Under s. 163 of the Water Act, the ACCC may accept an undertaking to perform a set of actions
or to refrain from certain actions from a person it believes has breached the Rules. If the ACCC
believes that the person has breached the undertaking, the ACCC can take legal action in court
to enforce the terms of the undertaking.
Undertakings provided to the ACCC typically involve the infrastructure operator providing an
agreement to redress behaviour that resulted in a breach, as well as providing a commitment
to report to the ACCC on compliance with the undertaking for a fixed period of time. The
ACCC periodically monitors compliance with the requirements of the undertaking and will take
remedial action in the event of a failure to meet the requirements of the undertaking or further
breaches of the Rules.
The ACCC has previously accepted enforceable undertakings for breaches of the WCTFR.
Table 6.1 sets out the ACCC’s assessment of compliance with the undertakings given by Murray
Irrigation Limited and Murrumbidgee Irrigation Limited in 2009−10. In September 2013 and
October 2013, respectively, these entities discharged their final reporting obligations and will no
longer be required to report to the ACCC pursuant to the undertakings.
Table 3.1:

Enforceable undertakings under the Water Act

Operator

Description of undertaking

Status

Murrumbidgee
Irrigation Limited

Committed to report on its compliance program to
the ACCC annually until October 2013

Compliant with
obligations for 2012−13

Murray Irrigation
Limited

Committed to report on its compliance program to
the ACCC annually until September 2013

Compliant with
obligations for 2012−13

Details of these undertakings will remain in the public registers section of the ACCC website.57

57 See: http://registers.accc.gov.au/content/index.phtml/itemId/949450.
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3.5

Comments on compliance in 2012−13

The ACCC has generally observed a good attitude towards compliance with the Rules by
regulated entities in 2012−13. Where non-compliance by infrastructure operators occurs, it
continues to be mainly as a result of infrastructure operators misinterpreting how the Rules apply
to their practices or making inadvertent errors. Consistent with the compliance agenda set out
in the 2011−12 report, the ACCC provided targeted guidance to regulated entities and assisted
individual small infrastructure operators to streamline their practices and charging arrangements
in accordance with the Rules.
Infrastructure operators are responding positively to the guidance provided by the ACCC on the
requirements of the Rules. The transformation data collected by the ACCC for the purpose of
this report shows significant improvements in transformation processing times and the amount
of transformation application fees charged by the IIOs, particularly in NSW (refer to section 4.1.2
for further discussion).
The ACCC was encouraged by signs that infrastructure operators are also continuing with
their proactive approach in engaging with the ACCC, self-identifying breaches and seeking
comment on specific policy proposals. By bringing these matters to the attention of the ACCC
early, infrastructure operators give themselves the best opportunity of addressing any potential
compliance concerns and minimising potential detriment to customers. The ACCC takes this
proactive conduct into consideration when assessing any appropriate enforcement response.
In 2012−13, the relevant Queensland, NSW and ACT departments have made some progress
in meeting the water planning and management publication requirements of the WCPMIR, but
have not yet achieved compliance with all the requirements of these rules.

3.6

Compliance agenda for 2013−14

In 2013−14, the ACCC anticipates further improvements in awareness, and implementation of
the Rules by infrastructure operators and other stakeholders as the processes of transformation
and termination become part of ordinary business practice.
The ACCC will continue with its proactive approach to monitoring and enforcing compliance
with the Rules. The ACCC will develop and distribute further Guidelines, as required, on specific
aspects of the Rules and will monitor infrastructure operator responses to the guidance
provided. In particular, the ACCC proposes to focus on identifying any infrastructure operator
policies or practices that are resulting in unreasonable delays in the processing of transformation
applications. This will assist in achieving further improvement in the processing timeframes,
particularly in NSW, thereby facilitating more efficient operation of the water market.
The ACCC will also continue to work on other strategies to raise the compliance, awareness and
understanding of the Rules by infrastructure operators, irrigators, water specialists, Basin State
departments and water authorities.
The ACCC will continue to assist the MDBA to develop its approach to enforcing compliance
with the WTR.
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Part C
Improving the operation of water
markets

Fish ponds at the Narrandera fish hatchery
Ponds at Narrandera fish hatchery.
Photographer: Arthur Mostead

This chapter discusses the trends for transformations of irrigation rights and
terminations of water delivery rights. The chapter also discusses the progress that has
been made in reducing the costs associated with these processes.

Golden Queen peaches
P. Pullar and company, Cobram, Victoria. Golden Queen peaches to go to SPC in Shepparton, Victoria for processing.
February 2008.
Photographer: Arthur Mostead

Chapter 4
Removing barriers to transformation,
termination and trade of water

Findings
• The volume of transformations of irrigation rights into water access entitlements in the MDB
increased in 2012−13 compared to 2011−12, while the volume of terminations of water delivery
rights decreased.
• The majority of transformation and termination activity in 2012−13 is linked to the Australian
Government’s buyback and infrastructure water recovery programs.
• The median total time taken to process transformation applications improved significantly in
NSW, falling from 116 days in 2011−12 to 70 days in 2012−13.
• Termination fees levied by IIOs have continued to increase in line with increases in fixed irrigation
network charges.
• Termination fees continue to be a significant transaction cost for customers of some IIOs. In
the southern MDB in 2012−13, termination fees in pressurised irrigation networks typically
comprised between about 15 and 30 per cent of the price of high security water, while
termination fees in gravity-fed irrigation networks typically comprised between about 8 and
15 per cent of the price of general security water.
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4.1

Transformation of irrigation rights

4.1.1

Transformation activity since 2009−10

The Water Market Rules 2009 (WMR) were introduced to allow irrigators to freely participate in
the broader water market. As explained in chapter 1, many irrigators in NSW and South Australia
hold an irrigation right against an irrigation infrastructure operator (IIO) and require the IIO’s
approval to trade their water. Through the process of transformation, an irrigator can convert
their irrigation right into a water access entitlement. Once the irrigator holds their own water
access entitlement, the IIO can no longer restrict the irrigator from trading any part of that water
access entitlement or associated water allocations. The WMR prohibit IIOs from preventing the
transformation of an irrigator’s irrigation right into a water access entitlement.
Since 2009−10, a total of 415 GL of irrigation rights has been transformed by customers in
reporting IIOs that can give effect to transformation.58
Table 4.1:
Year

Number and volume of transformations, 2009−10 to 2012−1359
Number of transformations

Volume of irrigation rights transformed

2009−10

465

144 GL

2010−11

291

96 GL

2011−12

298

78 GL

2012−13
TOTAL

287

97 GL

1341

415 GL

Source: ACCC from data provided by reporting IIOs

In 2012−13, there were 287 transformations totalling approximately 97 GL of irrigation rights.
The majority of these transformations related to the Australian Government’s water recovery
programs. This included acquisitions of water by the Australian Government from MIL (33 GL),
Narromine (14 GL) and Coleambally (2 GL).60
The 2012−13 transformations also included about 24 GL transformed by the Australian
Government from MI. In the past few years, the Australian Government purchased water in MI’s
network through an internal transfers account. Under this arrangement, irrigators transferred
the water under their irrigation right to the Australian Government’s MI account instead of
transforming their irrigation right first and then selling the water access entitlement obtained
through transformation to the Australian Government. This enabled the Australian Government
to transform all of its purchased water in its MI account in one process in 2012−13 and minimise
administrative costs.
Table 4.2 shows the trend in the trade of water access entitlements in regulated systems in the
past six years.61 The trend exhibits similar characteristics to the trend in transformations, with the
highest level of activity taking place in 2009−10 and a significant reduction in the following years.
58 The process of transformation is only applicable to those IIOs that hold a statutory water access entitlement
on behalf of their customers and can give effect to transformation. For the purpose of this report, this includes
five irrigation corporations and four private irrigation districts in NSW as well as two private water trusts in
South Australia. This does not include the IIOs in Victoria and Queensland where irrigators typically hold their
own statutory water access entitlements. This also does not include joint water supply schemes in New South
Wales, where the members hold the statutory water access entitlement jointly and the IIOs cannot give effect to
transformation.
59 The number of transformations and the volume of irrigation rights transformed for the 2009−10, 2010−11
and 2011−12 are different to those reported in previous water monitoring reports as these figures have been
updated following receipt of additional information from reporting IIOs.
60 These acquisitions occurred as part of the Private Irrigation Infrastructure Operators Program (PIIOP).
61 National Water Commission, Australian Water Markets Report 2012−13, p. 30.
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Table 4.2: Water entitlement trading volumes in regulated systems in the MDB, 2007−08
to 2012−13 (GL)
2007−08

2008−09

2009−10

2010−11

2011−12

2012−13

723

1490

1744

894

1065

807

Murray–Darling Basin

Regulated
Source: National Water Commission

Table 4.3 shows the trend of Commonwealth environmental water purchases in the past six
years.62 The Australian Government was most active in 2009−10, which coincides with the
year in which the largest volume of irrigation rights were transformed and the largest volume
of regulated system water access entitlements was traded. After a prolonged drought, many
irrigators took advantage of the reduction in the barriers to water trade and the involvement of
the Australian Government in the market to sell some or all of their water.
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The similarity in trends is indicative of irrigators in NSW and South Australia making a decision to
transform in the past few years largely for the purpose of immediately trading the water access
entitlement obtained through transformation.

Table 4.3: Summary of Commonwealth environmental water purchases, 2007−08 to
2012−13 (GL)
2007−08

2008−09

2009−10

2010−11

2011−12

2012−13

Purchases secured during year

22

426

415

189

274

58

Cumulative volume of secured
Restoring the Balance purchases at
end of year

22

448

863

1052

1327

1385

Source: National Water Commission

Chart 4.1 shows that just over 13 per cent of irrigation rights held against reporting IIOs have
been transformed since 1 July 2009, with most being transformed in 2009−10. Transformation
continues to be an essential process for the majority of the customers of the reporting IIOs
in NSW and South Australia who wish to permanently trade their water for use outside of an
IIO’s network.

62 Ibid., p. 50.
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Chart 4.1:

Transformation of irrigation rights in reporting IIOs since July 2009
2.51%

3.10%

3.10%
4.64%

86.64%

Untransformed
Transformed in 2009–10
Transformed in 2010–11
Transformed in 2011–12
Transformed in 2012–13
Source: ACCC from data provided by reporting IIOs

4.1.2

Costs associated with transformation of an irrigation right

The process of transformation typically commences when an irrigator makes a written
application to an IIO to transform their irrigation right into a statutory water access entitlement.63
Following receipt of an application, the IIO typically checks the application for completeness,
requests payment of any relevant fees or charges from the applicant, arranges security (where
applicable64), approves the application and lodges the application with the relevant state
government authorities for approval and registration.
The WMR seek to reduce the transaction costs associated with transformation, in particular:
•

time taken by the IIO to approve and process the transformation application

•

fees charged by the IIO to approve and process the transformation application, and

•

security provided to the IIO against future non-payment of fixed charges.

These are discussed in detail below. Other costs likely to be incurred by transforming
irrigators include:
•

time taken by the relevant state government authorities to approve and
register transformation

•

fees charged by the relevant state government authorities to approve and
register transformation

•

fees charged by a lawyer or a broker to manage the process of transformation on behalf of
the irrigator, and

•

foregone IIO membership benefits (such as voting rights), which may result
from transformation.

63 In NSW, an application for transformation may also be accompanied by a written request to have the
irrigator’s irrigation right determined by the IIO in accordance with the provisions of the Water Management
Act 2000 (NSW).
64 Under the WMR, an IIO may only require transforming irrigators to provide security if the irrigator transforms
all the water under their irrigation right, but maintains delivery of water, or where, following transformation, the
volume of the irrigator’s water delivery right would be more than 5 times the volume of the irrigator’s remaining
irrigation right.
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In 2012−13, the ACCC surveyed selected IIOs about their experience with processing
transformation applications. Most IIOs responded that the process of transformation and trade
of water more generally has become ‘business as usual’ for the IIOs and many of their customers
(see box 4.1). This was reflected in improved median total transformation processing times in
2012−13 compared to previous years, particularly in NSW, as illustrated in chart 4.2.65

Box 4.1: IIO survey—IIO experience with processing transformation and
termination applications
All the IIOs that can give effect to transformation reported that they had developed
procedures for processing transformations in accordance with the WMR.
The large IIOs in NSW and South Australia reported that processing transformation and
termination applications was part of their ordinary course of business and their processes
were well established and now routine. Relevant staff members are cognisant of what
information must be collected, signed and sent to the state approval authority and their
customer and in what time frame.
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Transformation processing times

Some of the smaller IIOs surveyed by the ACCC had only processed transformations
or terminations as part of the Private Irrigation Infrastructure Operators Program
(PIIOP), and a small number have not yet had any terminations. IIOs that processed
transformations as part of PIIOP reported that the Australian Government assisted them
with the processing of these transformations. Nevertheless, these smaller IIOs reported
that they felt comfortable about their transformation processes and that those processes
had been effectively communicated to their customers.
All the IIOs reported that their customers are generally aware of the IIO’s transformation
and termination processes. IIO’s application forms can be accessed through the IIOs’
website or collected from the IIO’s office. The forms sometimes include a guide to the
transformation and termination processes and a checklist of documents that must be
submitted to the IIO and the state approval authority. However, one IIO noted that the
transformation and termination processes do not typically affect the customer until they
are considering transforming or terminating.

65 Chart 4.2 shows data for the period between the date an application was made by a transforming irrigator and
the date the IIO’s water access entitlement was reduced as a result of transformation.
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Chart 4.2:

Median days for processing transformations, 2010−11 to 2012−13
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Source: ACCC from data provided by reporting IIOs

In 2012−13, 68 per cent of transformations in NSW and 98 per cent of transformations in South
Australia were processed within three months. However, there was a significant variation in the
total transformation processing times. In NSW transformations took between 25 and 212 days
to be processed, whereas in South Australia transformations typically took between seven and
53 days to be processed although several took more than 160 days.
As was discussed in chapter 3, the ACCC continues to identify areas where the IIOs can improve
their transformation practices to avoid unnecessary delays and further decrease transformation
processing times. However, a number of transformations in 2012−13 were delayed by the
applicants, who did not provide all requested information or did not pay all outstanding fees
or charges to the IIO in a timely manner. Some of the delays to the transformations were also
caused by third parties. In particular, some IIOs reported that a number of transformations were
significantly delayed due to the time taken by:
•

government authorities approving and registering transformation (in 2012−13, 90 per cent of
transformations in NSW were processed in 14 to 62 days, while in South Australia 90 per cent
were processed in six to 21 days)

•

parties with legal or equitable interest in the irrigation right giving approval, or

•

parties purchasing water access entitlement obtained through transformation, and/or parties
purchasing the transforming irrigator’s farm, providing the necessary information (e.g. details
of the destination water access licence in NSW) or completing the settlement.

Transformation application fees
IIOs typically charge transforming irrigators a fee to recover the administrative costs incurred
by the IIOs in processing their transformation applications. In 2012−13, the transformation
application fees charged by the reporting IIOs typically did not exceed $350 per application.
State government authorities also charge fees for approving and registering transformations.
In 2012−13, the NSW Office of Water charged $381.78 for approving each transformation and
the Land and Property Information charged $98 for registering each transformation. In South
Australia, the Department of Water, Environment and Natural Resources charged $383 for
approving and registering each transformation.
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Since 2009−10, six IIOs have requested security for the future payment of access fees on
75 occasions. These 75 transformations comprise about 6 per cent of the total transformations
that were processed in that period. Nearly three quarters of these transformations occurred at
Central Irrigation Trust, which requested security on 54 occasions. MI also requested security in
13 transformations.
The amount of security sought in almost all cases was the maximum permitted under the WMR,
being the termination fee that would be payable if the irrigator was to terminate their remaining
water delivery right. The most common form of security offered by the transforming irrigators
has been an encumbrance over their land, as shown in table 4.4.
Table 4.4: Form of security provided by irrigators, 2010−11 to 2012−13
Security type

Number of times provided

Land encumbrance

43

Bank Guarantee

8

Cash

5

Interest over water access entitlement

4

Charge over irrigation rights

2
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Security

Source: ACCC from data provided by reporting IIOs

4.2

Termination of water delivery rights

4.2.1

Termination activity since 2009−10

Termination activity in IIOs that can give effect to transformation66
As explained in chapter 1, many irrigators in the MDB rely on the water delivery right they have
against an IIO to receive delivery of water from a watercourse to their farm.67 At any time an
irrigator may decide to modify the nature of this right to better suit their business needs. An
irrigator may wish to reduce or completely cease their use of the IIO’s irrigation network. In this
case, the irrigator would terminate the whole, or a part, of their water delivery right by giving the
IIO a written notice of termination. An irrigator may also wish to increase their use of the IIO’s
irrigation network. In this case, the irrigator would apply to the IIO to increase the size of their
water delivery right (this will be discussed in chapter 5).
Since 2009−10, a total of 191 GL of water delivery rights have been terminated by customers in
the reporting IIOs that can give effect to transformation. This is less than half of the 415 GL of
irrigation rights transformed by customers of the same IIOs over this period (refer to table 4.1).
This is consistent with a growing trend observed by the ACCC over the past few years of
transforming irrigators not terminating any water delivery rights at the time of transformation
(this will be discussed further in chapter 5).

66 This does not include joint water supply schemes in NSW and Victorian reporting IIOs, which are discussed
below.
67 The water delivery right is part of the irrigator’s right of access to the IIO’s irrigation network (which also includes
a right to the drainage of water where this service if offered by the IIO).

53

ACCC Water Monitoring Report 2012–13

Table 4.5: Number and volume of terminations for the IIOs that can give effect to
transformation, 2009−10 to 2012−13
Year

Number of terminations

Volume of water delivery rights terminated

2009−10

414

106 GL

2010−11

94

33 GL

2011−12

76

30 GL

2012−13

103

23 GL

TOTAL

687

191 GL

Source: ACCC from data provided by reporting IIOs
In 2012−13, there were 103 terminations totalling approximately 23 GL of water delivery rights
by customers in IIOs that can give effect to transformation. This includes 16 GL of water
delivery rights terminated by the customers of Narromine as part of its PIIOP irrigation network
rationalisation. Narromine received funding from the Australian Government to decommission
some channels in its network and replace them with a stock and domestic pipeline.
Chart 4.3 shows the volume of water delivery rights terminated in the reporting IIOs that can
give effect to transformation at 30 June 2013 as a percentage of water delivery rights held in
those IIOs on 1 July 2009.
Chart 4.3:

Terminations of water delivery rights since July 2009 in reporting IIOs that can give
effect to transformation
0.94%
1.01%

0.71%

3.29%
94.05%

Untransformed
Transformed in 2009–10
Transformed in 2010–11
Transformed in 2011–12
Transformed in 2012–13
Source: ACCC from data provided by reporting IIOs

Chart 4.3 shows that just under 6 per cent of water delivery rights in IIOs that can give effect to
transformation have been terminated since 1 July 2009. Most terminations occurred in 2009−10.
The significant decrease in the volume of water delivery rights terminated since 2009−10 is likely
to be due to a combination of factors, including improved water availability, reduced government
participation in the water market (as was shown in table 4.2) and falling water prices.
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In the survey of water entitlement sellers under the Restoring the Balance in the Murray-Darling
Basin Program, irrigators who sold water to the Australian Government reported that, on
average, they used approximately three quarters of their annual water allocation in the three
years prior to selling their water.68 The majority of these irrigators (60 per cent) reported using
the proceeds from the sale of water to generate cash flow to reduce debt, increase farm income
and viability as well as fund on-farm investment.69 Of the surveyed irrigators who sold only some
of their water, 80 per cent reported no change in their farm set up or crop mix following the
sale of water, 75 per cent reported no change in the size of their irrigation area and 28 per cent
reported that they subsequently bought allocation water.70
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The termination trend is also likely due to irrigators becoming more experienced in managing
the use of their water and access to the IIO’s irrigation network. The Water Market Rules (WMR)
and the Water Charge (Termination Fees) Rules (WCTFR) have created new opportunities for
irrigators by allowing them to make decisions about their access to the IIO’s irrigation network
(i.e. whether to terminate or maintain access) separately to decisions about their water holdings
(i.e. whether to trade or keep their water).

The survey results suggest that many irrigators are taking advantage of new opportunities
available to them. Surveyed irrigators transformed some or all of the water under their
irrigation right and sold the water access entitlement obtained through transformation
without terminating any part of their water delivery right. Despite selling their water, most of
the irrigators maintained the level of their irrigated production by relying more on the water
allocation market in managing their water needs.
Chart 4.4 illustrates a significant increase in the volume of water allocations traded in the
past few years.71 In 2012−13, the number of water allocation trades more than doubled from
2011−1272, resulting in a 43 per cent increase in the total volume of water allocation trade in
regulated systems in the MDB.73

68 Survey of water entitlement sellers under the Restoring the Balance in the Murray-Darling Basin Program,
Marsden Jacob Associates, June 2012, pp. 19−20.
69 ibid., pp. 21−22.
70 ibid., p. 24.
71 However, it should be noted that some of the allocation trades were undertaken by CEWH for the delivery of
environmental water.
72 National Water Commission, Australian Water Markets Report 2012−13, p. 37.
73 ibid., p. 31.
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Chart 4.4:

Trade in water allocations in regulated systems in the MDB, 2007−08 to 2012−13
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Over the past few years, dam storage levels and annual water allocation levels improved
considerably due to above average rainfalls in 2010−11 and 2011−12. Many irrigators who sold
water without reducing their water delivery right were able to take advantage of this to increase
production of key irrigated agricultural commodities. Chart 4.5 illustrates a significant increase in
the production of rice in Murrumbidgee in the past few years despite the Australian Government
purchasing water from irrigators in this area.
Rice production and end-of season general security water allocations in the
Murrumbidgee, 2007−08 to 2012−13
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Chart 4.5:

The reporting IIOs not covered in the previous section include joint water supply schemes
in NSW (which do not hold water access entitlements on behalf of their members) and
government owned corporations in Victoria and Queensland (where most customers already
hold their own statutory water access entitlements).
Table 4.6 shows that there has been limited termination activity in joint water supply schemes
74
since 2009−10.
Table 4.6: Number and volume of terminations for joint water supply schemes in NSW,
2009−10 to 2012−13
Year

Number of
terminations

Volume of water delivery
rights terminated

2009−10

0

0 GL

0%

2010−11

10

5 GL

3.45%

2011−12

34

31 GL

19.85%

2012−13

3

1 GL

0.61%

47

37 GL

23.91%

TOTAL

Percentage of water delivery rights
held on 1 July 2009 terminated

ACCC Water Monitoring Report 2012–13

Termination activity in other reporting IIOs

Source: ACCC from data provided by reporting IIOs

Four of the five reporting joint water supply schemes are off-river irrigation schemes located in
the Macquarie catchment in NSW: Tenandra, Trangie-Nevertire, Marthaguy and Buddah Lake. All
the terminations reported by these IIOs resulted from the decommissioning of sections of their
irrigation networks under the PIIOP.
The reporting government owned IIOs in Victoria are GMW and LMW. Unlike the IIOs in NSW
and South Australia, the Victorian IIOs define water delivery rights of their customers (known as
‘delivery share’) on the basis of an entitlement to a flow rate over a specified period of time - ML
per day for GMW customers and ML per fortnight for LMW customers.75 Table 4.7 shows the
termination activity in GMW and LMW since 2009−10.
Table 4.7: Number and volume of terminations for GMW and LMW, 2009−10 to 2012−13
GMW
Year

LMW

Number of
terminations

Delivery share
terminated
(ML/day)

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

TOTAL

403

393

117

684

Source: ACCC from data provided by reporting IIOs

74 Department of Sustainability, Environment, Water, Population and Communities, PIIOP in NSW, <www.
environment.gov.au/water/policy-programs/srwui/piio/index.html>.
75 By contrast, IIOs in NSW and South Australia typically define water delivery rights of their customers on a basis
of an entitlement to the delivery of a specified volume of water over the course of an entire irrigation season.

57

ACCC Water Monitoring Report 2012–13

GMW has had an increasing level of termination activity since 2009−10, associated with
significant restructure of its irrigation network under the Northern Victoria Irrigation Renewal
Project. The majority of terminations in LMW occurred in 2009−10 when the Australian
Government offered Small Block Irrigators Exit Grants (SBIEG) to encourage some small block
irrigators to cease irrigation. There has been a sharp decline in terminations in LMW since the
conclusion of the SBIEG.
The government owned corporation in Queensland, SunWater, has not reported any
terminations since 2009−10.

4.2.2

Termination fees since 2009−10

As discussed in chapter 1, IIOs have an incentive to impose termination fees which discourage
their customers from leaving the network and participating in the water market outside their
irrigation network. Termination fees are a transaction cost for irrigators seeking to trade their
water and to terminate access to the IIO’s irrigation network. If termination fees are set too high
by the IIO they can act as a barrier to the trade of water.
The WCTFR address this by capping termination fees and limiting the circumstances in which
those fees can be charged. The maximum termination fee is the lesser of 10 times the ‘total
network access charge’ (TNAC) payable in the financial year in which written notice of the
termination is given (and which excludes bulk water charges and variable irrigation network
charge), or the termination fee specified in a contract between the IIO and the owner of the
water delivery right.
After the WCTFR were introduced, the fees payable for termination decreased significantly
in most IIOs. Chart 4.6 shows that capping the maximum termination fees that IIOs can levy
resulted in an immediate reduction in termination fees payable for the largest reporting IIOs
between 20 and 60 per cent.76 The decreases in termination fees were largely driven by the
change in the multiple used for calculating termination fees rather than changes in the fixed
irrigation network charges against which that multiple was applied. The only exception was
LMW, where termination fees did not decrease as LMW already applied a multiple of 10 in
calculating its termination fees in 2008−09.

76 In most IIOs, termination fees are based solely on the volume/amount of water delivery rights being terminated.
However, in some IIOs, such as MI, termination fees can be based on a combination of charges levied on
water delivery rights and other fixed charges relating to an irrigator’s right of access (e.g. outlet charges). The
calculations for all the charts in this section for all IIOs were based on charges levied on water delivery rights only.
The analysis of termination fees in section 6.6 includes these other fixed charges where relevant.
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Chart 4.6:
20%
10%
0%
–10%
–20%
–30%
–40%
–50%
–60%
–70%

MIL

MI

Coleambally Jemalong

WMI

GMW

LMW

CIT

RIT

Source: ACCC from data provided by reporting IIOs
Note: MI: Large Area Supplies pricing group, standard entitlements77, WDRs only, Coleambally: general security,
WMI: Coomealla network, GMW: Central Goulburn network, LMW: Red Cliffs network, delivery share only,
drainage excluded, CIT: all networks, except Golden Heights and Sunlands.

Chart 4.7 shows that termination fees for most IIOs have increased since 2009−10. This was
driven by increases in IIOs’ fixed irrigation network charges. Since the commencement of the
WCTFR, all the IIOs have calculated termination fees for their customers on the basis of the
methodology set out in the WCTFR for calculating the maximum termination fee.78 That is, all
IIOs calculate the TNAC payable by the irrigator in the financial year in which they gave written
termination notice and multiply this amount by 10.79 The termination fees for all the IIOs change
over time in line with the changes to the fixed irrigation network charges. The most significant
increases in termination fees in the past four years have occurred in Narromine, Trangie-Nevertire
and SunWater, consistent with the increases in fixed charges of these IIOs over this period.

77 The analysis in this section is based on a scenario where a MI customer is downsizing their right of access by
terminating only a part of their water delivery right. If a customer of MI chose to terminate their entire right of
access, they would be required to pay a higher termination fee (which would include other aspects of the right of
access being terminated, such as outlet connections) and this may result in different changes in termination fees
over time.
78 It should be noted that while the WCTFR require that the termination fees charged by the IIOs do not exceed the
amount calculated in accordance with the methodology set out under the WCTFR, they do not require the IIOs
to adopt this methodology for calculating their termination fees.
79 However, the IIOs have not always charged the full amount of the termination fees. Some of the IIOs waived
termination fees for those customers who terminated to allow the IIO to decommission a part of its irrigation
network. A few IIOs have also given discounts on termination fees to their customers.
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Chart 4.7:

Percentage change in termination fees, 2009−10 to 2012−13
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Source: ACCC from data provided by reporting IIOs
Note: MI: Large Area Supplies pricing group, standard entitlements, WDRs only, Coleambally: general security,
WMI: Coomealla network, Hay: WDRs only, GMW: Central Goulburn network, LMW: Red Cliffs network, delivery
share only, drainage excluded, CIT: all networks, except Golden Heights and Sunlands.

Chart 4.8 shows that these increases have slightly offset the reduction in termination fees
achieved by the introduction of the WCTFR.
Chart 4.8:

Termination fees in 2009−10 and 2012−13 as a proportion of termination fees in
2008−09
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Source: ACCC from data provided by reporting IIOs
Note: MI: Large Area Supplies pricing group, standard entitlements, WDRs only, Coleambally: general security,
WMI: Coomealla network, GMW: Central Goulburn network, LMW: Red Cliffs network, WDRs only, CIT: all
networks, except Golden Heights and Sunlands.
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An irrigator may also be considering selling their water as part of a decision to alter the nature of
their irrigation activity (e.g. changing to a less water intensive crop mix or undertaking dryland
farming) or exiting irrigation altogether. Such a decision is likely to involve termination of a part
or the whole of the irrigator’s water delivery right. To determine the likely net returns from selling
their water, the irrigator would have to subtract the amount of the termination fee (as well as any
other transaction costs, such as broker fees) from the proceeds likely to be gained from the sale
of the water. In these circumstances, an irrigator’s willingness to sell their water at a given price
is likely to be affected by the size of the termination fee relative to the relevant water access
entitlement price.

ACCC Water Monitoring Report 2012–13

The extent to which the size of the termination fee affects an irrigator’s decision to trade water80
depends on a range of factors, particularly the purpose for which the irrigator is considering
trading their water. An irrigator may be considering selling their water to generate cash flow
to improve the viability of the irrigation business (e.g. by modernising their on-farm irrigation
infrastructure or reducing debt) or changing their portfolio of water assets (i.e. by reducing the
volume of water access entitlement or irrigation right held with the view to obtaining water from
water allocation markets). In these circumstances, the irrigator is less likely to be considering
terminating their access to an IIO’s irrigation network and hence the size of the termination fee is
unlikely to have a significant impact on the irrigator’s decision.

Chart 4.9 shows the fluctuations in the average prices of water access entitlements in the
southern MDB, the largest geographically defined market in Australia (by volume of trades),
since 2007−08.
Chart 4.9:

Average prices of water access entitlements in the southern MDB, 2007−08 to
2012−13 ($/ML)
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The average prices of both high security and general security water access entitlements peaked
in 2009−10 when the drought was at its most severe and the Australian Government was most
active in purchasing water from irrigators. With increased water availability, the average prices

80 Either by trading a water access entitlement that they already hold (typical in Victoria and Queensland), or by
transforming some or all of their irrigation right and trading the water access entitlement obtained as a result of
transformation (typical in NSW and South Australia).
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of both high security and general security water access entitlements declined in 2010−11 and
2011−12. In 2012−13, the average prices of high security water access entitlements continued to
decline, while the average prices of general security water access entitlements increased.
Chart 4.10 shows how termination fees in IIOs that operate fully piped and pressurised irrigation
networks have fluctuated as a proportion of the price of high security water access entitlements
since 2008−09. These IIOs hold high security water access entitlements to supply their irrigation
right holders, who mainly grow fruits and vegetables, particularly grapes, which require
permanent plantings and a carefully managed watering regime.
Chart 4.10: Termination fees (per ML of water delivery right) in pressurised irrigation networks
as a proportion of the average price of high security water (per ML), southern MDB,
2007−08 to 2012−13
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Chart 4.10 shows that the size of termination fees was likely to have been a considerable factor in
an irrigator’s decision to sell water in 2008−09, with termination fees in WMI and RIT comprising
between 35 and 45 per cent of the price of high security water. For each of these IIOs operating
pressurised irrigation networks, the termination fees as a proportion of the price of high security
water access entitlements fell sharply in 2009−10. This was driven by the reduction in termination
fees as a result of the introduction of the WCTFR and by higher prices of high security water.
Since 2009−10, the increase in termination fees and a fall in prices of high security water have led
to a gradual increase in the termination fees as a proportion of the price of high security water.
A similar trend can be observed for the termination fees in gravity-fed irrigation networks as a
proportion of the price of general security water access entitlements, as illustrated in chart 4.11.
Termination fees are less of a transaction cost for irrigators supplied with general security water
in gravity-fed irrigation networks compared to irrigators supplied with high security water in
pressurised irrigation networks. In the southern MDB in 2012−13, the termination fees in gravityfed irrigation networks typically comprised between 8 and 15 per cent of the price of general
security water, while termination fees in pressurised irrigation networks typically comprised
between 15 and 30 per cent of the price of high security water.
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Chart 4.11: Termination fees (per ML of water delivery right) in gravity-fed irrigation networks
as a proportion of the average price of general security water (per ML), southern
MDB, 2007−08 to 2012−13
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Note: MI: Large Area Supplies pricing group, standard entitlements, WDRs only, Coleambally: general security.

The sharp reductions in the termination fees as a proportion of the price of high security and
general security water access entitlements in 2009−10 resulted in a significant increase in
the net returns to irrigators considering selling their water while also terminating access to
the IIO’s irrigation network. This resulted in additional water trades being made that may not
have otherwise been made, causing a spike in the volume of transformation, terminations and
trade of water as observed earlier. This is likely to have produced a positive net change in rural
productivity and efficiency since 2009−10.
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This chapter discusses the impact of transformation of irrigation rights and
termination of water delivery rights on irrigation infrastructure operators (IIOs) and
their customers since 2009−10.

Macquarie river
Images of the Macquarie River near Warren, NSW on the way to the Macquarie Marshes towards Carinda, NSW.
Image taken in 2010.
Photographer: Arthur Mostead

Chapter 5
Impact of transformations and terminations
on IIOs and remaining customers

Findings
• Of the 287 irrigators who transformed in 2012−13, 67 per cent transformed less than half of their
irrigation rights and 82 per cent did not terminate any water delivery rights. This shows that the
majority of transformed irrigators are maintaining their involvement with the IIO.
• Since 2009−10, customers in the majority of reporting IIOs have transformed less than
15 per cent of the total volume of irrigation rights and terminated less than 10 per cent of the
total volume of water delivery rights.
• The volume of water delivered by reporting IIOs in 2012−13 was 37 per cent higher than in
2011−12.
• Most of the reporting IIOs use termination fee revenue to mitigate the impact of termination on
remaining customers. The ACCC estimates that the termination fee revenue collected by most of
these IIOs since 2009−10 is likely to last about 12 years from the time it was collected.
• Most of the reporting IIOs are implementing, or considering implementing, additional measures
to mitigate the impact of terminations on the remaining customers. These measures include
encouraging the take up of additional water delivery rights and cutting the cost of operating the
irrigation network, often with the assistance of the Australian Government.
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5.1

Managing the impact of water trading

Historically, IIOs imposed barriers to the trade of water for use outside their irrigation district.
As explained in chapter 1, IIOs were concerned that external trade of water would result in
fewer customers using their irrigation network and would therefore significantly impact on their
financial viability.
The Water Market Rules 2009 (WMR) and the Water Charge (Termination Fees) Rules 2009
(WCTFR) strike a balance between the needs of those wishing to sell their water and/or
terminate access to the IIO’s irrigation network and the needs of the IIO and its remaining
customers.81 This balance is achieved by unbundling water access rights from the rights to have
that water delivered and setting the maximum termination fee to be 10 times the annual fixed
irrigation network charges payable by the irrigator to the IIO.
Unbundling has allowed irrigators to sell their water to meet their individual business needs
without terminating access to the IIO’s irrigation network. This minimises the impact of the sale
of water on IIOs as irrigators who have transformed continue to contribute to the fixed costs
of operating the IIO’s infrastructure. When an irrigator decides to terminate, the maximum
termination fee allows IIOs to recoup from terminating irrigators most of the irrigator’s share of
the unavoidable fixed costs associated with operating the irrigation network in the 12−15 years
following the termination.82 This should provide a sufficient timeframe for IIOs to adjust to new
water trade patterns, receive the appropriate investment signals and efficiently rationalise or
restructure their irrigation networks.
In 2012−13, the ACCC surveyed selected IIOs about changes to their business model in the past
few years, challenges in 2012−13 and their future outlook (Box 5.1). For the majority of the
IIOs, the priority in the past few years has been, and continues to be, adapting their business
in response to less water being made available for consumptive use under the Basin Plan. The
combination of low levels of water allocations during the millennium drought and water recovery
activities of the Australian Government under the Restoring the Balance Program, have served
as key drivers for the IIOs to focus on water use efficiency of their operations. Many of the IIOs
are reviewing their business operations to identify opportunities to modernise or restructure
their irrigation networks to minimise operating costs and conveyance losses as well as to better
respond to changes in water and land use by their customers.
Some IIOs have expressed concerns about the possible impact that water buyback by the
Australian Government may have on the viability of their business and their remaining customers.
Those concerns relate to the rate of adjustment required as a result of the scale and timing of the
water buyback, as depicted in this statement by the previous General Manager of MI:
Although irrigators can permanently sell their water entitlements at any time to buyers other
than the Federal Government, the sheer scale of the restoring the Balance in the Murray
Darling Basin program has exacerbated the effects of permanent entitlement trade in the
MIA and other irrigation districts.
… the rate of change expected under the Basin Plan is simply not able to be managed by our
cost recovery business.83
This chapter examines the impact of transformations and terminations, largely arising from water
trading, on IIOs and remaining customers since 2009−10.

81 The WMR and the WCTFR contribute to achieving the Basin water charging objectives and principles as well as
the Basin water market and trading objectives and principles set out in Schedules 2 and 3 of the Water Act.
82 ACCC, Final advice on Water Charge (Termination Fees) Rules, 2009, p. xvi.
83 Water company committed to customer service and efficiency, Raveen Jaduram, Irrigation Australia,
Winter 2013, Vol. 29 No. 2, pp. 30−31.
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Changes in IIOs’ business model in the last five years
Most of the IIOs reported that their business model has not changed significantly in the
past five years and that their focus remains on providing the service of delivering water to
their customers. However, the IIOs cited separation of water from land, the development
and implementation of the Basin Plan and the introduction of the Water Market Rules
and Water Charge Rules as significant developments affecting their business planning in
this period.
Two IIOs stated that they had reviewed their business and charging structure in response
to these developments. The reviews considered, among other things, the extent to
which the IIO should focus on their water delivery business versus other commercial
ventures and the mix between fixed and variable charges. One of these IIOs reported
that a broader review of all its revenue and expenses would be conducted as part of the
development of its next Network Service Plan.

ACCC Water Monitoring Report 2012–13

Box 5.1: IIO survey—Key challenges and future outlook

Challenges for IIOs in 2012−13 and into the future
The key challenges reported by the IIOs for 2012−13 included:
•

managing the modernisation of their infrastructure (generally funded by the
Australian Government)

•

adapting to the implementation of the Basin Plan and state government water
resource planning decisions, and

•

managing the uncertainty about the volume of water allocations.

Other challenges reported by IIOs included dealing with the effects of trade of water out
of the IIOs’ irrigation networks and raising sufficient revenue to offset rising electricity
prices and other costs.
Many of the IIOs considered that the above challenges would continue for the next
five years.

5.2

Impact of transformations on IIOs and remaining
customers

5.2.1

Transformation trends for reporting IIOs

Table 4.1 in chapter 4 showed that the total volume of irrigation rights transformed since
2009−10 totals 415 GL. Figure 5.1 illustrates the location of these transformations and shows the
percentage of irrigation rights transformed in reporting IIOs since 1 July 2009.
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Figure 5.1: Percentage of irrigation rights transformed since 1 July 2009
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Sources: Topo 250K © Geoscience Australia (2006). Produced by SKM, November 2010.

Figure 5.1 shows that customers of CIT, WMI, Hay and Narromine transformed over 20 per cent
of their irrigation rights since 1 July 2009. However, customers of all other IIOs transformed less
than 15 per cent of their irrigation rights, with very small volumes transformed in Jemalong
and Moira.
By the end of 2012−13, the Australian Government acquired 1847 GL of water for the
environment through water access entitlement purchases and infrastructure upgrades. This
comprised about 67 per cent of the target volume of water required to bridge the gap between
current diversions and the sustainable diversion limits under the Basin Plan.84
Chart 5.1 shows the breakdown of the volume of transformations in large reporting IIOs
since 2009−10.
84 See: http://www.environment.gov.au/topics/water/basin-plan/progress-water-recovery.
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Volume of transformations in large IIOs, 2009−10 to 2012−13
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Chart 5.1:
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The volume of transformations has varied considerably across the four years, but has generally
declined for each of the largest IIOs over time. In 2012−13, MIL and MI had the highest volume
of transformations of all reporting IIOs, with 35 GL and 28 GL of irrigation rights transformed
respectively. About 95 per cent of transformations in MIL and 85 per cent of transformations in
MI were due to water recovery activities undertaken by the Australian Government.
Chart 5.2 shows the volume of transformations in other reporting IIOs since 2009−10.
Chart 5.2:

Volume of transformations in other reporting IIOs, 2009−10 to 2012−13
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The volume of transformations for the majority of these reporting IIOs has generally been small
and irregular. However, WMI has experienced a steady increase in the volume of transformations
over time. All of the transformations that took place in Narromine in 2012−13 were part of the
Private Irrigation Infrastructure Operator Program (PIIOP).
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Chart 5.3 shows the breakdown of the transformations in 2012−13 for selected IIOs based on the
percentage of irrigation rights transformed.
Chart 5.3:

Percentage of irrigation rights transformed and number of transforming customers
in selected IIOs in 2012−13
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Chart 5.3 shows that in all the IIOs, except MIL, very few irrigators transformed over 95 per cent
of their irrigation rights in 2012−13. In MIL, 28 out of the 33 irrigators who transformed more
than 95 per cent of their irrigation rights were participants in the sale of water to the Australian
Government under the PIIOP.
Since 2009−10 there has been an increasing trend of irrigators transforming less than half of their
irrigation rights, as illustrated in chart 5.4. This indicates that most of the irrigators transforming
their irrigation rights and selling the water access entitlement obtained through transformation
are maintaining their involvement with the IIO.
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Percentage of irrigation rights transformed in all reporting IIOs, 2009−10
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Chart 5.4:
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CIT

Source: ACCC from data provided by reporting IIOs

5.2.2

Impact of transformations on the volume of water delivered and on
termination of water delivery rights

The transformation by an irrigator of their irrigation right into a water access entitlement may
have an impact on the IIO and remaining customers if the transformation leads to:
•

less water being delivered within the IIO’s irrigation network, and

•

the irrigator terminating their right of access to the IIO’s irrigation network (such that fewer
customers are contributing to the fixed costs of operating the IIO’s irrigation network).

Chart 5.5 shows the total volume of water delivered by all the reporting IIOs since 2009−10.
Chart 5.5:

Total volume of water delivered by reporting IIOs, 2009−10 to 2012−13
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Chart 5.5 shows that there has been a significant increase in the volume of water delivered by
reporting IIOs following the end of the drought in 2010−11. In 2012−13, the volume of water
delivered by reporting IIOs increased by 37 per cent from 2011−12. This was despite allocation
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levels reaching 100 per cent in many parts of the MDB in 2011−12.85 This was partly achieved
as a result of irrigators carrying over large volumes of water from 2011−12. Some IIOs delivered
significantly higher volume of water despite the Australian Government acquiring significant
proportion of the water held by their customers, as illustrated in box 5.2.

Box 5.2: PIIOP, water delivery and cotton production in the Narromine
Irrigation Board of Management in 2012−13
Narromine is an IIO located between the towns of Trangie and Narromine in NSW,
which pumps water from the Macquarie River. Its irrigation district covers an area of
approximately 120 000 hectares with 350 kms of earthen, clay lined and compacted
channels. Narromine irrigators primarily farm cotton, as well as some wheat and canola.
In June 2012, Narromine received $60.2 million in funding from the Australian
Government under round 2 of the PIIOP in exchange for transferring water entitlements
to the Australian Government to help bridge the gap in the Macquarie catchment.
The project involves:
•

decommissioning 66 km of Narromine’s channels including the removal of
approximately 100 redundant structures

•

removing irrigation water supply for 19 properties

•

lining 130 km of water delivery channels

•

constructing 7 km of realigned channels

•

upgrading the pump site’s electrical controls and software to integrate it into the new
automated water management system

•

modernising the water supply control system and its telemetry, including installing up
to 40 flume gates and secondary regulating structures

•

replacing all Dethridge wheels with approved meters to national standards, and

•

installing a stock and domestic water supply pipeline over 180 km to supply water to
up to 60 properties.

Narromine reported to the ACCC that it transferred water to the Australian Government
under the PIIOP in 2012−13, resulting in a 29 per cent reduction of the volume water held
by its customers (from 48.4 GL to 34.4 GL) and termination of 16.4 GL of water delivery
rights. However, Narromine reported that, notwithstanding these reductions, it delivered
70.4 GL of water to its irrigation customers in 2012−13. This was a 71 per cent increase
on the volume of water that Narromine delivered to its irrigation customers in 2011−12
(41.2 GL).
Narromine reported that the significant increase in the volume of water delivered in
2012−13 was largely driven by the improved water availability in the Macquarie Regulated
River System. In April 2012, following heavy rains and flooding, allocations in the
Macquarie were reset at 100 per cent.86 In April 2013, combined with carryover, the total
water allocation available to water access entitlement holders in the Macquarie reached
128 per cent.87

85 National Water Commission, Australian Water Markets Report 2011−12, 2012, pp. 117, 157 and 187.
86 The Macquarie and Cudgegong Regulated River Water Sharing Plan, including its carryover and trading rules
recommenced at the beginning of 2011−12 after being suspended in 2006−07, in an attempt to ensure that
critical water supplies could be maintained during very long period of very low rainfall. Emergency contingency
arrangements that reduced water allocations were in place whilst the Water Sharing Plan was suspended.
87 NSW Office of Water, Media Release, 15 April 2013, ‘Additional water allocation in the Macquarie-Cudgegong’.
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Narromine’s customers took advantage of the improved dam storage levels and water
availability (including through the use of carryover) as well as the active temporary water
market in the Macquarie in 2012−13 to contribute to producing the biggest cotton lint
yield in NSW in 45 years.88
Chart 5.6:

Trade volumes and average prices of water allocations, Macquarie
Regulated River System, 2009−10 to 2012−13
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This high water availability led to water allocations being available on the market in the
Macquarie at a very low price in the early part of 2012−13, as illustrated in chart 5.6. In
the period between October 2012 and January 2013, high volumes of water allocations
were traded in the Macquarie, with about 25 GL of water allocation being traded in
January 2013 alone.
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Chart 5.7 shows the percentage of water delivery rights terminated by irrigators in the course of
transformation since 2009−10.

88 ABARES reported that NSW’s cotton lint harvest for 2012-13 was 2.335 t/ha, which was greater than any other
year since 1967–68 (the earliest year reported on by ABARES in its 2013 Agricultural commodity statistics
report). ABARES, 2013, Agricultural commodity statistics 2013, table 47, p. 50. http://data.daff.gov.au/data/
warehouse/agcstd9abcc002/agcstd9abcc0022013/ACS_2013_1.0.0.pdf.
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Chart 5.7:

Percentage of water delivery rights terminated by transforming irrigators, 2009−10
to 2012−13
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Chart 5.7 shows that since 2009−10, there has been an increasing trend of irrigators not
terminating any water delivery rights in the course of transformation. In 2012−13, only
18 per cent of all transformations coincided with termination of any water delivery rights. Nearly
80 per cent of the transactions in which transforming irrigators terminated more than 95 per cent
of their water delivery rights occurred at Narromine as part of its PIIOP arrangement. As was
discussed in chapter 4, these trends are likely to be a result of irrigators transforming their
irrigation rights for the purpose of selling their water to improve the viability or efficiency of their
operations, rather than to reduce their agricultural production.

5.3

Impact of terminations on the IIOs and remaining
customers

5.3.1

Termination trends for reporting IIOs

Table 4.5 in chapter 4 showed that the total volume of terminations in reporting IIOs has been
significantly lower than the total volume of transformations in these IIOs over the past 4 years.
Chart 5.8 shows the percentage of water delivery rights terminated in each of the reporting IIOs
in which there have been terminations since 2009−10.89

89 Jemalong, SunWater, Moira and Buddah Lakes have not reported any terminations since 2009−10.
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Chart 5.8 shows that customers of the majority of IIOs terminated less than 10 per cent of their
water delivery rights since 2009−10. All of the terminations in Trangie-Nevertire, Tenandra and
Marthaguy as well as the majority of the terminations in Narromine were undertaken as part of
the PIIOP and therefore associated with strategic network rationalisation rather than the decision
of individual irrigators.
For many of the reporting IIOs, the level of terminations since 2009−10 has been significantly
lower than the level of transformations over this period. For example, Hay’s customers
transformed 24.90 per cent of their irrigation rights since 2009−10, but terminated only
8.68 per cent of their water delivery rights. Similarly, CIT’s customers transformed 24.12 per cent
of their irrigation rights but terminated only 10.01 per cent of their water delivery rights,
while MI’s customers transformed 9.58 per cent of their irrigation rights but terminated only
3.28 per cent of their water delivery rights. The only exception is West Corurgan, where
customers transformed 5.24 per cent of their irrigation rights, but terminated 6.63 per cent of
their water delivery rights.
Chart 5.9 shows the volume of termination activity NSW and South Australia’s largest IIOs
between 2009−10 and 2012−13.90

90 Table 4.7 in chapter 4 showed the breakdown of terminations in the reporting Victorian IIOs—GMW and LMW.
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For most of these IIOs, the largest proportion of terminations took place in 2009−10. There has
been a significant decline in the level of terminations since, with very few terminations occurring
in 2012−13.
Chart 5.10 shows the breakdown of the termination activity in the other reporting IIOs since
2009−10.
Chart 5.10: Volume of water delivery rights terminated in other reporting IIOs, 2009−10 to
2012−13
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5.3.2

Mitigating the impact of termination

IIOs often set their annual fixed irrigation network charges to recover the fixed costs of
operating their irrigation network. When an irrigator terminates their water delivery right, the
irrigator ceases to be liable to pay the IIO the annual fixed irrigation network charges that would
otherwise be applicable to the terminated right.91
An IIO may be able to use a number of measures to mitigate the risks associated with the
reduction in demand for its water delivery services resulting from termination. Such measures
may relate to:
•

the use of termination fee revenue

•

the take up of additional water delivery rights by new or existing customers

•

the trade of water delivery rights

•

the rationalisation or restructure of the IIO’s irrigation network, and

•

casual user arrangements.
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The terminations in the majority of these IIOs have been irregular and largely linked with the
PIIOP. Of the IIOs included in the chart above, WMI and West Corurgan are the only IIOs that
have had terminations in each of the four reporting years.

This section discusses the reported IIO data and current practices in relation to these matters.

Use of termination fee revenue
Reporting IIOs typically collect termination fees from terminating customers as a means of
mitigating the impact of termination on remaining customers.92 As was mentioned earlier,
termination fees allow the IIOs to recoup most of the terminating irrigator’s share of the
unavoidable fixed costs associated with operating the IIO’s irrigation network in the 12−15 years
following termination. This provides a timeframe for the IIOs to adjust to reduced demand for
their water delivery services.
Table 5.1 shows the total revenue from terminations collected by reporting IIOs since 2009−10.

91 The WCTFR prohibit IIOs from charging terminating irrigators any fees in relation to the terminated water
delivery rights (or any other aspects of their terminated right of access) following the termination.
92 Some IIOs have not charged termination fees in circumstances where the termination occurred as part of
rationalisation of the IIO’s irrigation network (e.g. under the PIIOP or Northern Victoria Irrigation Renewal
Project).
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Table 5.1:

Termination fee revenue collected by reporting IIOs, 2009−10 to 2012−13

IIO

Termination Fee Revenue

MIL

$10.1m

GMW

$7.4m

Coleambally

$4.5m

CIT

$4.3m

WMI

$3.6m

LMW

$2.8m

MI

$2.8m

RIT

$0.8m

West Corurgan

$0.6m

Hay

$0.17m

Narromine

$0.14m

Eagle Creek

$0.05m

Jemalong
SunWater
Moira
Buddah Lake

$0

Trangie-Nevertire*
Tenandra*
Marthaguy*
Source: ACCC from data provided by reporting IIOs
* All terminations that occurred at these IIOs were part of the PIIOP, so no termination fees were charged by the
IIOs from terminating customers.

The ACCC asked all reporting IIOs to explain how termination fee revenue collected is used. The
responses of those IIOs that collected at least some termination fee revenue since 2009−10 are
shown in Table 5.2.
Table 5.2: Use of termination fee revenue by the IIOs
Use of termination fee revenue

Number of IIOs

Invest termination fee revenue and draw on that to mitigate the impact
on prices for remaining customers

9

Spend on rationalisation or reconfiguration of infrastructure to reduce
ongoing operating and maintenance costs

2

Spend on infrastructure upgrades and maintenance

1

Source: ACCC from data provided by reporting IIOs

Most of the IIOs reported that they invest termination fee revenue and use the proceeds,
together with the principal, to shield the remaining customers from increases in fixed irrigation
network charges until the termination fee revenue runs out.
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Table 5.3:

Estimated proportion of termination fee revenue that selected IIOs would still have
remaining four years after termination

IIO

Proportion of termination fee
revenue remaining

MI (LAS pricing group, standard WDR)

76%

Coleambally (General Security)

80%

WMI (Coomealla network)

75%

CIT (all networks except Golden Heights and Sunlands)

77%

RIT

75%

GMW (Central Goulburn district)

77%

LMW (Red Cliffs district)

75%

ACCC Water Monitoring Report 2012–13

The ACCC sought to estimate how long the termination fee revenue used in this manner is likely
to last in the absence of other measures being adopted by the IIO to mitigate the impact of
termination. For this purpose, the ACCC estimated the proportion of termination fee revenue
selected IIOs would still have left as at 1 January 2014 from termination fees that were, or could
have been, collected in 2009−10.93 The results of the estimation are shown in table 5.3.

Table 5.3 shows that the selected IIOs would likely still have between 75 and 80 per cent of
the termination fee revenue they would have collected four years ago. At this rate, the ACCC
estimates that the termination fee revenue collected in 2009−10 is likely to last for about 12 years
from the time it was collected. However, this period could be lengthened if IIOs implemented
measures to increase demand for their water delivery services (e.g. by encouraging the take up
of additional water delivery rights by new or existing customers) or to cut the cost of operating
their irrigation network (e.g. through restructure or rationalisation).

Take up of additional water delivery rights
Termination of water delivery rights by one customer of the IIO may be mitigated or even fully
offset by the take up of additional water delivery rights by another customer of the IIO (which
may occur in the same or different part of the IIO’s irrigation network, subject to capacity
constraints). Therefore, the reduction in the volume of water delivery rights held by the IIOs
as a result of termination, as was shown in chart 5.8, is overstated to the extent that the IIOs
have issued additional water delivery rights to their customers since 2009−10. In addition, as
was discussed in the previous section, termination fees collected by an IIO from terminating
customers compensate the IIO for the equivalent of 12−15 years of fixed irrigation network
charges that would have been paid by terminating irrigators. The issue of additional water
delivery rights (and the corresponding obligation to pay fixed irrigation network charges)
reduces an IIO’s need to draw on the termination fee revenue that has already been collected,
thereby providing extended protection to the IIO and its remaining customers.
In 2012−13, the ACCC requested that reporting IIOs provide the volume of additional water
delivery rights issued by them to their customers in 2012−13. Five IIOs in NSW and South
Australia reported issuing a total volume of about 16 GL of additional water delivery rights,
with the largest volume issued by MI (15.5 GL). In Victoria, GMW reported issuing an additional
22.8 ML/day of water delivery rights to its customers in 2012−13.
93 For the purpose of the estimation, the ACCC made the following assumptions: (1) a customer of each IIO
terminated only water delivery rights; (2) all terminations took place on 1 January 2010; (3) the IIO charged
the maximum permissible termination fee at the time; (4) the termination fee revenue was invested by the IIO
as a one year bank term deposit each year; (5) the IIO earned an interest rate equivalent to the ‘retail deposit
and investment rates’ reported by the RBA; and (6) after maturity of the term deposit, the IIOs withdrew an
amount that the terminated irrigator would have paid in fixed irrigation network charges that year had they not
terminated, before reinvesting the remainder.
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The 15.5 GL of additional water delivery rights issued by MI in 2012−13 nearly equates to the
volume of water delivery rights terminated by MI customers in the last three years and comprises
about 45 per cent of the total volume of water delivery rights terminated by MI customers since
2009−10. MI explained to the ACCC that a large proportion of the water delivery rights issued
by it in 2012−13 were to customers who had previously terminated their water delivery rights in
2008−09. At the time, all irrigators who traded their water outside MI’s irrigation network were
required to terminate the corresponding volume of water delivery rights and pay a termination
fee.94 Some of those customers approached MI in 2012−13 to have those terminated water
delivery rights re-issued. MI stated that it had agreed to do so and provided a partial refund of
the termination fee they had paid in 2008−09.
In the course of its 2012−13 survey of IIOs, the ACCC asked IIOs if they were considering
implementing policies to encourage their customers to take up additional water delivery rights in
their irrigation network. Most surveyed IIOs stated that they were considering specific measures
to increase demand for their water delivery services. However, some of the IIOs reported that
their primary focus is on promoting irrigated agriculture in the region more broadly (box 5.3).

Box 5.3: IIO survey—Take up of additional water delivery rights
The IIO survey responses indicate that the extent of spare water delivery capacity
available within irrigation networks and the demand for water delivery services vary
considerably within as well as between IIOs.
The majority of IIOs reported that the water delivery rights for their network are generally
undersubscribed, allowing for an uptake of additional water delivery rights by new
or existing customers. However, the majority of the IIOs reported that when water
allocations are high, demand for water delivery may exceed the IIO’s irrigation network
capacity at various stages of an irrigation season. This often happens for short periods of
time in some parts of the irrigation network during the summer months.
Most surveyed IIOs reported that they had implemented, or were considering
implementing, specific policies to increase demand for their water delivery services.
Examples of specific measures mentioned included:
•

attracting new customers by upgrading or modernising their irrigation network,
including installing new pipes

•

working with the state government to backfill vacant blocks

•

using termination fee revenue to provide incentives for customers to take up
additional water delivery rights, and

•

setting high casual user fee premiums to encourage customers to take up additional
water delivery rights.

Three IIOs reported that they had not yet determined how they could encourage demand
for water delivery services, but they are actively considering it.
Two IIOs reported that their focus is on minimising increases in their fixed charges and
maximising the water available to their customers through efficiency gains. These IIOs
hope that this will promote irrigated agriculture production in the region and lead to an
increased demand for their water delivery services.

94 Since the commencement of the WCTFR and WMR in 2009−10, irrigators can trade their water without
terminating water delivery rights.
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There are a number of options that may be available to an irrigator seeking to reduce their
access to an IIO’s irrigation network. An irrigator could dispose of some, or all, of their water
delivery rights by:
•

terminating them and paying the corresponding termination fee to the IIO

•

trading them as part of the sale of their landholding, or

•

trading them to another customer within the IIO’s irrigation network (this could be done as
part of the sale of water or independently of it).

By trading their water delivery rights to another customer of the IIO, the irrigator avoids having
to pay a termination fee to an IIO. The trade of water delivery rights also mitigates the impact of
the irrigator’s decision on the IIO and remaining customers. This is because the purchaser of the
water delivery rights would pay to the IIO the annual fixed irrigation network charges applicable
to those water delivery rights.
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Trade of water delivery rights

In 2012−13, the ACCC requested that the reporting IIOs provide the volume of water delivery
rights traded within their irrigation networks. IIOs in NSW and South Australia reported that a
total volume of about 73 GL of water delivery rights was traded in 2012−13, with about 44 GL
being traded together with irrigation rights and about 29 GL being traded on their own. The
majority of this trade occurred within large IIOs, although some of the smaller IIOs also reported
trade of some water delivery rights. In Victoria, GMW reported that an amount of 138 ML/day of
water delivery rights was traded in 2012−13.
In the course of its 2012−13 IIO survey, the ACCC asked the IIOs about the trade of water
delivery rights within their irrigation networks. The IIOs stated that the majority of the reported
trade of water delivery rights related to land ownership change or to customers shifting water
delivery rights between their own properties, rather than being trade for money between
unrelated parties (box 5.4).
On 1 July 2014, the Water Trading Rules (WTR) will commence, which prohibit IIOs from
imposing any unreasonable restrictions on the trade of water delivery rights (refer to
section 1.3.2). The WTR will assist irrigators within an IIO’s network to coordinate their water
delivery needs more freely in the future.

Box 5.4: IIO survey—Trade of water delivery rights in 2012−13
Six of the surveyed IIOs stated that there had been some trades of water delivery rights
within their network in 2012−13. Most of these IIOs stated that these water delivery right
trades were likely to be primarily due to irrigators moving water delivery rights between
properties owned by them or trading the water delivery rights as part of the sale of their
land. However four of these IIOs reported that a small number of ‘genuine’ water delivery
right trades had occurred in their network, although they could not be certain of what
proportion these trades constituted. These water delivery trades took place between
unrelated parties and were independent of the trade of water.
The other surveyed IIOs reported that the lack of trade of water delivery rights within
their irrigation networks was due to the lack of demand for additional water delivery
rights from customers in their irrigation network. Three IIOs reported that this is due
to excess supply of water delivery rights compared to available water. One IIO stated
that the lack of demand for additional water delivery rights stems from its generous
casual user policy, which currently allows the irrigators to have as much additional water
delivered as they wish without having to pay a premium for it. All these IIOs stated that if
trade of water delivery rights were to occur within their irrigation network, it would most
likely be as part of the trade of water.
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Rationalisation or restructure of irrigation networks and modernisation of on-farm
infrastructure
Termination of access by an IIO’s customers may create, over time, opportunities for the IIO
to rationalise or restructure its irrigation network to cut the cost of operating the network and
thereby reduce the impact of termination on remaining customers.
In the course of its 2012−13 IIO survey, the ACCC asked the surveyed IIOs about their plans to
rationalisation or restructure their irrigation networks. The IIOs responses varied considerably
with some IIOs already rationalising their irrigation network, some planning to do so in the near
future and some reporting that there are limited opportunities available for them to rationalise
(see box 5.5).

Box 5.5: IIO survey—Plans to rationalise or restructure irrigation networks
Plans to review or rationalise irrigation networks varied considerably amongst the
surveyed IIOs:
•

one IIO stated that it would wait until the Australian Government completes
its acquisition of water to bridge the gap between current diversion limits and
sustainable diversion limits under the Basin Plan before considering whether and how
its irrigation network should be rationalised

•

several IIOs stated that the capital works that were being implemented under
the PIIOP/GMW Connections Program (formerly the Northern Victoria Irrigation
Renewal Project) were comprehensive and they had no plans to further restructure or
rationalise their irrigation network

•

several IIOs stated that their decision to reconfigure or upgrade their irrigation
network was dependant on whether government funding was available for it

•

one IIO stated that it is planning to reduce the footprint of its irrigation network by
10 per cent

•

one IIO stated that some parts of its irrigation network could be closed down in the
future as they may be unsuitable for modernisation, and

•

two IIOs stated that they did not have any plans to reconfigure or rationalise their
irrigation network at all, primarily because the physical infrastructure provided little
opportunity for them to do so.

While the opportunities for rationalisation of irrigation networks appear to be limited for some
IIOs, the survey shows that there is scope for a number of IIOs to engage in coordinated
reconfiguration and rationalisation of their irrigation networks to mitigate the impact of
terminations. The extent or rate at which IIOs may be able to rationalise their irrigation network
depends on many factors. These include the rate of termination of access, the location of those
irrigators that elect to terminate, the servicing requirements of remaining irrigators, and their
willingness to finance a network reconfiguration (in whole or in part).
The Australian Government has provided funding to a number of IIOs, as part of its Sustainable
Rural Water Use and Infrastructure Program (SRWUIP), for the reconfiguration and
decommissioning of parts of their irrigation networks. A number of these government funded
programs, including the PIIOP and GMW Connections Program, were discussed in chapter 1.
Another example is the decommissioning of the Wimmera Irrigation District in Victoria,
illustrated in box 5.6.
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Grampians Wimmera Mallee Water (GWMW) is a government-owned statutory water
corporation providing urban and rural water supply to Victoria’s west.95 Some of
GWMW’s customers are private diverters who pump water directly from the Wimmera
River.96 In the past GWMW also supplied water to the Wimmera Irrigation District, which
extended 70 km from Coromby to Quantong southwest of Horsham, and included
irrigated fruit and dairy pasture. However, by 2012 most irrigation infrastructure in the
Wimmera Irrigation District had been removed or was no longer useable following more
than 10 years of very low water allocations.97
In June 2012, the Australian Government agreed to purchase 28 GL of water access
entitlements from 217 Wimmera Irrigation District irrigators at a cost of $900 per ML,
with the water to be used for local environmental and recreational purposes. This
comprised 19 GL of water access entitlements plus 9 GL of conveyance water. The total
cost to the Australian Government was $25.2 million.98
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Box 5.6: Decommissioning of the Wimmera Irrigation District

Following this transaction, GWMW no longer operates any irrigation infrastructure. The
Victorian and the Australian governments as well as the regional community formed a
partnership to fund the $4.75 million costs of infilling/removing the redundant irrigation
channels and structures in the Wimmera Irrigation District by the end of 2013. This
was included in the funding arrangement for the construction of the Wimmera Mallee
pipeline, a pressurised pipeline for stock and domestic water, which was completed in
2010.99 GWMW estimates the pipeline will save 103 GL of water per annum in conveyance
losses. Historically, this water was lost through seepage and evaporation in the earthen
distribution system.100
The Australian Government has also provided funding directly to the irrigators, as part of
SRWUIP, to modernise their on-farm irrigation infrastructure. This funding has allowed irrigators
to improve the water efficiency of their on-farm operations and achieve water savings, which
have been shared with the Australian Government (see box 5.7 for an example of this).
On-farm efficiency upgrades funded through SRWUIP include the Victorian farm modernisation
program and the Austrailan Government on-farm efficiency program. The Victorian farm
modernisation program is co-funded by the Victorian and Australian governments for on-farm
infrastructure modernisation projects in the Goulburn-Murray irrigation district. Participating
irrigators return 55 per cent of water savings generated by government-funded modernisation
projects to the Australian Government and retain the remaining 45 per cent for their own use.101
The Australian Government on-farm efficiency program aims to assist irrigators in the Lachlan
River catchment and the southern connected system of the MDB to modernise their on-farm
irrigation infrastructure while returning water savings to the environment. Project funding

95 See: http://www.gwmwater.org.au/services/about-us.
96 Irrigation diversions from the Wimmera River are only allowed when available water according to the WimmeraGlenelg Bulk Entitlement Order is at least 82 GL, provided that a minimum of 15 GL has flowed through either
the Horsham or Dimboola gauging stations between May and November of that calendar year. See: http://www.
gwmwater.org.au/component/content/article/48-information/730-wimmera-river-diverters-allocation-not-met.
97 Weekly Times ‘Wimmera irrigation signed-off’, June 14 2012.
98 Premier of Victoria, Media Release ‘Win for Wimmera Irrigators’, 20 December 2012.
99 GWMW, Decommissioning of the Wimmera Irrigation System’, see http://www.gwmwater.org.au/services/rural/
irrigation.
100 See: http://www.gwmwater.org.au/services/wimmera-mallee-pipeline.
101 Premier of Victoria, Media Release, 13 August 2013 ‘$100m boost for Northern Victorian irrigators’, see http://
www.premier.vic.gov.au/media-centre/media-releases/7572−100m-boost-for-northern-victorian-irrigators.html.
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was announced in four rounds in 2010, 2011, 2012 and 2013 and was provided to individual
irrigator sub-projects through eligible organisations that have close relationships with
irrigator communities.102

Box 5.7 Australian Government on-farm efficiency program (round 1):
Ricegrowers’ Association of Australia Inc
The Ricegrowers’ Association of Australia Inc (RAA) received $368 500 of funding in
round 1 of the Australian Government’s on-farm irrigation efficiency program. The RAA
distributed these funds to Grant and Cindy Cameron, who own a 2400 hectare property
in south-western NSW. The Camerons run 1000 head of sheep and a winter and summer
cropping program of wheat, barley, canola, soybeans, cotton, maize and rice. The funds
from the on-farm efficiency program allowed the Camerons to redevelop their surface
irrigation system and laser level the existing contour layout to form square bays with
bankless channels on a terraced layout. The Camerons also upgraded major dams and
installed a reticulation pumping system.
Work on the Camerons’ property began in October 2010 and was completed in June
2013. The works on the Camerons’ property saved an estimated 340 ML of water, and
a 220 ML water access entitlement was transferred to the Australian Government for
environmental watering purposes. This water will be used to benefit local assets in the
Murrumbidgee catchment such as the Yonga National Park and the Lower Murrumbidgee
floodplain.103

Casual user arrangements
An irrigator’s water delivery right specifies the volume (or flow-rate) of water the irrigator is
entitled to have delivered by an IIO over the course of the irrigation season (or over a specified
time period). The irrigator pays annual fixed irrigation network charges to the IIO to guarantee
the required level of access to water delivery and contribute to the operation and maintenance
of the IIO’s irrigation network. For most IIOs, these charges take the form of a fixed charge
levied per ML (or equivalent) of water delivery right held, referred to in this section as a ‘standard
access fee’.104
Most of the IIOs in the MDB allow irrigators to have water delivered to their landholding even
if they do not have any water delivery rights or wish to have a higher volume or flow-rate of
water delivered than allotted under their water delivery right. In either of these circumstances,
the irrigators are considered to be casual users and are subject to the terms of the IIO’s casual
user arrangements.
Under typical casual user arrangements, the irrigators would only be permitted to have water
delivered on a casual basis if there is spare delivery capacity in the irrigation network. Where
network capacity is constrained, irrigators who hold water delivery rights are typically given
priority of water delivery. The casual users may also be required to pay a ‘casual’ access fee,
typically in addition to the standard variable usage fee payable by water delivery right holders

102 Sustainable Rural Water Use and Infrastructure Program, Guidelines for the on-farm irrigation efficiency program,
2009, p. 5. See http://www.environment.gov.au/system/files/pages/e4d5ee99−2ac3−44ef-ad02-bcf6a8ab2b0a/
files/ofiep-guidelines-round-1.pdf
103 Department of the Environment, ‘Redevelop a surface irrigation system and infrastructure upgrade’, see http://
www.environment.gov.au/node/34851/
104 Other fixed irrigation network charges, such as outlet or drainage charges, may also be payable in relation to an
irrigators right of access, but are not relevant to this discussion.
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Table 5.4: Casual user charging arrangements, 2012−13
IIOs

Casual User Charging Arrangements

GMW, MIL, Jemalong, Narromine, TrangieNevertire

Impose a large premium

MI, WMI

Impose a small premium

Coleambally, CIT, LMW

Impose a casual access fee that is equal to the
standard access fee

West Corurgan

Impose a casual access fee that is less than the
standard access fee

Moira, Hay, Marthaguy, Tenandra, RIT,
SunWater, Eagle Creek, Buddah Lake

Do not impose a casual access fee
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for the delivery of water.105 As shown in table 5.4, the majority of reporting IIOs charge a casual
access fee to ensure that casual users contribute towards the recovery of the cost of operation
and maintenance of the IIO’s irrigation network.

Source: ACCC from data provided by reporting IIOs
Note: For the purpose of this table, premium is labelled ‘small’ if the casual access fee, together with any
premium on the standard variable usage fee, is less than 50 per cent above the amount of the standard access
fee paid by an irrigator holding water delivery rights, and ‘large’ if it is above 50 per cent.

Table 5.4 shows that the casual user charging arrangements vary significantly amongst reporting
IIOs. Nearly half of all reporting IIOs do not charge a casual access fee. Of those IIOs that do
charge a casual access fee, three charge the same amount as the irrigator would have paid if
they held water delivery rights, one charges a smaller amount and seven charge an amount that
incorporates a premium.
In the course of its 2012−13 IIO survey, the ACCC asked the IIOs about their casual user charging
practices. The IIOs that impose a premium on casual users explained that one of the reasons is to
encourage irrigators to take up additional water delivery rights (box 5.8).

Box 5.8: IIO survey—Premiums on casual users
The majority of the surveyed IIOs recognised the need to review their casual user
charging practices in response to changing market conditions. Two IIOs stated that they
had recently reviewed their casual user charging practices, while four IIOs are planning to
conduct a review in the near future.
The surveyed IIOs that impose a premium on casual users cited several reasons for this,
including creating an incentive for irrigators to take up additional water delivery rights to
match their demand for water delivery services and ensuring that casual users make an
equitable contribution to the cost of operating the IIO’s irrigation network.
The surveyed IIOs that currently do not impose a premium on casual users, or casual
access fees altogether, explained that their charging practices are designed to encourage
water use by their customers. In addition, these IIOs stated that they use other
mechanisms to manage capacity constraints in their irrigation network. Several of these
IIOs stated that they are likely to introduce a premium on casual users in the future.

105 Some IIOs charge a higher variable usage fee to casual users than water delivery right holders. See also the Note
to table 5.4.
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Table 5.5 shows the volume of water delivered to casual users by those IIOs that charged casual
access fees in 2012−13.
Table 5.5: Volume of water delivered to casual users by IIOs that charge a casual user
fee, 2012−13
Volume of water delivered to
casual users (GL)

Proportion of the total volume of
water delivered to casual users

Narromine

30.8

43.7 per cent

Coleambally

76.5

15.4 per cent

IIO

WMI

3.2

10.8 per cent

MI

95.3

10.1 per cent

CIT

11.3

9.6 per cent

West Corurgan

2.3

5.2 per cent

21.6

1.7 per cent

LMW

0.2

0.2 per cent

GMW

1.6

0.1 per cent

0

0 per cent

MIL

Jemalong
Trangie-Nevertire
Source: ACCC from data provided by reporting IIOs

Table 5.5 shows that for most IIOs, the volume of water delivered to casual users in 2012−13 was
less than 11 per cent of the total volume of water delivered. Very little water, if any, was delivered
to casual users by the IIOs that impose a large premium on casual users. The only exception is
Narromine, where nearly 44 per cent of water was delivered on a casual basis, as many of its
customers took advantage of high water availability and low water allocation prices in 2012−13
to grow large quantities of cotton and wheat (as was shown in box 5.2).
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Part D
Regulated water charges in the MDB

Inlet canal
Looking North along Tombullen Storage inlet canal towards the junction with Coleambally Main Canal. West of
Euroley NSW. Murrumbidgee Irrigation Area. Image taken March, 2011.
Photographer: Brayden Dykes

In broad terms, there are three types of charges are regulated under the Water Act:
• charges for infrastructure access and use (‘infrastructure charges’)
• charges for terminating a right of access to an irrigation network (‘termination fees’)
• charges for water planning and management activities
This chapter reports on infrastructure charges and termination fees. In particular:
• an overview of charging arrangements for infrastructure and the ACCC’s approach to
reporting them (section 6.1)
• the level and composition of the infrastructure charges of bulk water suppliers and
IIOs, across areas and water years (sections 6.2 to 6.5)
• the general level of termination fees across IIOs (section 6.6)
Water planning and management charges are reported in chapter 7.

Irrigation channel
Irrigation channel in Coleambally irrigation area of New South Wales. Image taken October, 2008.
Photographer: Arthur Mostead

Chapter 6
Infrastructure charges and termination fees

Findings
• Bulk water charges vary considerably across bulk water suppliers and systems—with bills ranging
from $5.32 per ML in State Water’s Murrumbidgee system to $99.42 per ML in SunWater’s
Maranoa Weir system (for private diverters with 250 ML of water access entitlement)
• The nominal percentage change in bulk water supplier bills from 2011−12 was relatively modest
across Victorian systems. Changes were more varied in Queensland as well as in NSW where
increases tended to be greater for high security water access entitlement holders than for
general security water access entitlement holders.
• IIO bills vary widely throughout the MDB. For an irrigator with 250 ML of water access
entitlement (with 100 per cent of this volume delivered) ranged from:
–– $18.98 to $123.05 per ML for customers in gravity-fed (channel) irrigation networks, and
–– $55.93 to $193.69 for customers in pressurised (piped) irrigation networks.
• Charge increases in 2012−13 were largest among smaller NSW IIOs with gravity-fed irrigation
networks, with increases of between 7 per cent and 36 per cent. For larger IIOs, charge increases
were more modest with most rising by less than 7 per cent.
• The proportion of hypothetical IIO bills consisting of fixed and variable charges also varies across
IIOs and across irrigation networks within the same IIO.
• Irrigation networks in Queensland and Victoria tend to have a higher proportion of fixed charges,
while hypothetical IIO bills for smaller gravity-fed irrigation networks in NSW tend to be more
weighted towards variable charges.
• Bulk water and other government charges (both fixed and variable) represent a larger proportion
of hypothetical bills for smaller IIOs and also gravity-fed irrigation networks more generally.
• Termination fees also vary considerably throughout the MDB, in line with differences in fixed
irrigation network charges imposed by IIOs. Hypothetical termination fees ranged from
$49 per ML to the equivalent of over $1000 per ML.
• For some operators, termination fees per ML terminated will vary depending upon whether an
irrigator terminates all or only some of their right of access.
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6.1

Charging arrangements for water infrastructure

Figure 6.1 below provides an overview of the relationship between the types of regulated
charges for infrastructure and the entities imposing/paying them. For the purposes of
monitoring, the ACCC categorises charges for infrastructure access and use as either:
•

bulk water charges (shown as blue lines), or

•

irrigation network charges (shown as the red line).

Termination fees can also be imposed by IIOs when a customer terminates all or part of their
right of access to the IIO’s irrigation network (shown as the dotted red line). These types of
charges are considered in more detail in the following sections.
It should be noted that the regulation of charges under the Water Act—and the ACCC’s
monitoring—does not extend to charges in respect of urban water supply activities beyond the
point at which water has been removed from a Basin water resource (shown as the grey line).
Figure 6.1: Overview of regulated water charge arrangements

Bulk Water Suppliers

Bulk Water
Charges
(private
diverters)

Bulk Water
Charges
(other)

Bulk Water
Charges
(other)

Irrigation
Infrastructure
Operators
Termination
Fees

Private Diverters

6.1.1

Bulk
Water
Charges
(other)
Operators of
Urban Water
Supply

Irrigation
Network
Charges

Irrigation Network
Customers

Urban
Charges

Environmental
Water Holders

Urban Customers

Bulk water charges

Bulk water charges are levied by those infrastructure operators who provide a bulk water service
(hereafter, ‘bulk water suppliers’). These charges contribute to recovering the costs
associated with:
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•

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

•

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

•

private diverters—who extract water directly from a natural watercourse for their own use

•

IIOs—who extract water directly from a natural watercourse in order to deliver it to their own
customers through their irrigation networks (IIOs pass on the bulk water charges they incur
to their customers (see 6.1.2))

•

other operators of reticulated water systems (e.g. urban water supply networks), and

•

environmental water holders.

6.1.2

Irrigation network charges

Where an infrastructure operator’s water service infrastructure is used for the purpose of
delivering water for the primary purpose of being used for irrigation, the operator is an IIO and
the infrastructure is their irrigation network.
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Although these costs relate to water service infrastructure, fixed bulk water charges are generally
levied on the basis of the volume of water access entitlement held by the bulk water customer.
Variable bulk water charges are levied according to the amount of water allocation delivered to
their extraction point. Bulk water customers include:

IIOs impose charges on individual irrigators106 for water delivery and/or drainage services
provided through their irrigation network.
Irrigation network charges levied by IIOs aim to cover the costs associated with:
•

the day to day operation of their irrigation networks for the physical delivery and/or drainage
of water

•

maintaining and renewing their infrastructure, and

•

meeting overheads.

The 19 reporting IIOs within the MDB provided information to the ACCC regarding the charges
levied against individual irrigation customers during 2012−13. There are 39 irrigation networks
which are operated by the 19 reporting IIOs included in the ACCC’s analysis of IIO charges.
In some cases the operator of the irrigation network (the IIO) is also the bulk water supplier, for
example, GMW and LMW.

106 For the purpose of this report, IIO customers are referred to as ‘irrigators’, although their customers may also be
those who use water for purposes other than irrigation.
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Box 6.1 Regulation of infrastructure charges in the MDB
The Water Charge (Infrastructure) Rules 2010 (WCIR) apply to the regulated charges of
all infrastructure operators in the MDB. As such, the WCIR apply to the bulk water
charges of both bulk water suppliers and the irrigation network charges of IIOs. The
WCIR follow a three tiered regulatory structure applicable to different operators
depending on the ownership and size of each operator.
Tier 1 rules apply to all infrastructure operators in the MDB and require all infrastructure
operators to provide their schedule of charges to their customers and interested parties
within specified timeframes. Wider publication of their schedule of chargers is required
when infrastructure operators provide services in relation to more than 10 GL of water
from managed resources. They also prohibit unfair discriminatory pricing by memberowned operators. As part of this, the rules provide for the approval or determination of
regulated water charges for member-owned operators that provide services in relation to
a volume of water greater than 10 GL and make distributions to their members.107
Tier 2 rules require large member-owned operators and medium sized non-memberowned operators to consult on and formulate network service plans (NSP). These NSPs
will outline the major capital and recurrent expenditures over a five year horizon and will
provide estimates of the associated charges. The first round of NSPs were required to be
completed by 1 July 2012. The ACCC’s 2011−12 Monitoring Report provides an overview
of this process and the NSPs developed as a result.108
Tier 3 rules provide for the approval or determination of regulated water charges levied
by large non-member-owned operators under a building block model. Currently rules
apply to:
•

Goulburn-Murray Water

•

Lower Murray Water109

•

State Water

Both GMW and LMW impose bulk water charges and irrigation network charges, and are
regulated by the Essential Services Commission of Victoria, which is accredited under the
WCIR. State Water imposes bulk water charges (but not irrigation network charges) and
is regulated directly by the ACCC.

107 To date, no operator has made such a distribution to their members.
108 ACCC Water Monitoring Report 2011–12, sections 5.1 and 5.2.
109 LMW manages the licensing of private diverters, but does not manage bulk water storage facilities. LMW
imposes their own bulk water charges to recover the cost of bulk water charges imposed on it by GMW.
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Termination fees

Termination fees are levied by IIOs on individual irrigators who terminate all or part of their right
of access to an irrigation network (typically represented by their water delivery right).110 Section
4.2.2 explains how termination fees are a significant transaction cost for irrigators seeking to
terminate access to the IIO’s irrigation network upon the trade (or transformation and trade) of
their water.
IIOs face an incentive to impose high termination fees to discourage their customers from leaving
the irrigation network. Due to this incentive, termination fees are capped under the Water
Charge (Termination Fees) Rules (WCTFR) (see box 6.2).

Box 6.2 The regulation of termination fees
The WCTFR came into full effect on 1 September 2009. The WCTFR relate to the charges
imposed on irrigators terminating part or all of their right to have water delivered or
drained. The rules impose a cap on the fees that an IIO can impose on the terminating
irrigator and limits the circumstances these fees can be charged.
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6.1.3

An IIO faces on-going costs for operating their infrastructure. These costs are incurred
whether or not a particular irrigator chooses to terminate access to the irrigation
network. The imposition of a termination fee on an irrigator that is terminating their right
of access ensures a contribution from exiting irrigators for the ongoing costs of operating
their irrigation network and therefore provides a degree of revenue certainty for IIOs.
Termination fees limit the future increases in charges for those customers who maintain
their connection to the network.
The maximum termination fee is the lesser of 10 times the total network access charge (TNAC)
payable in the year in which notice of the termination is given, or the termination fee specified in
a contract between the IIO and the owner of the water delivery right. The TNAC generally
equates to the fixed irrigation network charges actually paid by the terminating irrigator. The
TNAC does not include any variable irrigation network charges (being charges that vary with the
volume of water actually delivered), nor any bulk water charges (fixed or variable) or
government charges such as licence fees and levies.

6.1.4

Approach to reporting on infrastructure-related charges

Similar to previous water monitoring reports, the ACCC has constructed hypothetical bills to
represent the level of infrastructure charges and termination fees111 imposed by bulk water
suppliers and IIOs. A hypothetical bill is a simple representation of how regulated charges
translate into an individual customer bill.
Hypothetical bills provide an ability to assess the regulated charges levied on customers and how
these charges affect the total annual bill that a typical customer is likely to face for the
water year.
Hypothetical bills for bulk water suppliers—show the level of bulk water charges levied on both
private diverters and other bulk water customers during 2012−13 (see section 6.2).112

110 A right of access includes a right to the delivery of water as well as a right to drainage. The majority of reporting
IIOs do not offer a drainage service. Of those that do, charges for this drainage service are typically levied with
reference to the volume of water delivery right in any case. Unless otherwise stated, references to ‘terminating
water delivery right’ should be read as including the termination of both the delivery and drainage components
of a right of access.
111 Water planning and management charges are reported on separately, in chapter 7.
112 In previous monitoring reports, these were referred to as ‘bulk water hypothetical bills’.
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Hypothetical bills for IIOs—show the level of charges imposed on IIO customers in both gravityfed (channel) irrigation networks and pressurised (piped) irrigation networks (see section 6.3).113
IIOs will incur bulk water charges on the water access entitlements they hold. These charges are
generally passed on to the IIO’s customers (usually on the basis of irrigation right held). However,
some IIOs (GMW, LMW, SunWater) also provide a bulk water service to their irrigation network
customers directly. In either case, the IIOs’ hypothetical bills will include both bulk water and
irrigation network charges (see section 6.3.2 for further discussion of these IIOs’ tariff structures).
Hypothetical bills for IIOs do not include termination fees—these are reported separately.
Hypothetical termination fees—show the maximum termination fee that can be levied on a
terminating irrigator (see section 6.6).
Hypothetical bills enable comparison of charge levels across operators and years given the wide
range of tariff structures employed throughout the MDB (see sections 6.4 and 6.5).
Each hypothetical bill is based on certain assumptions about the characteristics of individual
customers and the operator levying the charge. The assumptions and methodology used is
outlined in appendix A for bulk water supplier hypothetical bills and appendix B for IIO
hypothetical bills and hypothetical termination fees.

6.2

Bulk water suppliers—hypothetical bills

Bulk water supplier hypothetical bills have been constructed for private diverters and for other
bulk water customers in 2012−13. The ACCC has assumed smaller volumes of water access
entitlements for private diverters (50 ML, 250 ML and 1000 ML) while larger volumes have been
used for other bulk water customers (20 GL and 100 GL). These two customer groups are
discussed in turn below.

6.2.1

Private diverters—hypothetical bills for 2012−13

Private diverters are persons that extract water directly from a natural watercourse within the
MDB for their own use. Table 6.2 shows the bulk water supplier bills for private diverters with
50 ML, 250 ML and 1000 ML of water access entitlement, and the delivery of 50 per cent or
100 per cent of the water access entitlement volume. The total bill is provided, along with the bill
per ML of water access entitlement held (in brackets).

113 In previous monitoring reports, these were referred to as ‘hypothetical irrigator bills’.
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Bulk water System
supplier

Charging
category

50 per cent delivery

100 per cent delivery

50 ML

50 ML

250 ML 1000 ML

250 ML 1000 ML

1 130
(23)

4 930
(20)

19 180
(19)

1 130
(23)

4 930
(20)

19 180
(19)

Goulburn

930
(19)

3 930
(16)

15 180
(15)

930
(19)

3 930
(16)

15 180
(15)

LMW

Murray

744
(15)

3 320
(13)

12 980
(13)

744
(15)

3 320
(13)

12 980
(13)

DNRM

Border Rivers

739
(15)

3 694
(15)

14 775
(15)

1 020
(20)

5 100
(20)

20 400
(20)

Upper Cond 1

2 324
(46)

11 618
(46)

46 470
(46)

2 643
(53)

13 215
(53)

52 860
(53)

Upper Cond 2

771
(15)

3 853
(15)

15 410
(15)

1 090
(22)

5 450
(22)

21 800
(22)

Upper Cond 3

1 549
(31)

7 743
(31)

30 970
(31)

1 666
(33)

8 328
(33)

33 310
(33)

Chinchilla Weir

1 341
(27)

6 706
(27)

26 825
(27)

1 414
(28)

7 070
(28)

28 280
(28)

951
(19)

4 753
(19)

19 010
(19)

980
(20)

4 898
(20)

19 590
(20)

Cunnamulla

1 384
(28)

6 919
(28)

27 675
(28)

1 459
(29)

7 295
(29)

29 180
(29)

Macintyre Brook

1 685
(34)

8 423
(34)

33 690
(34)

1 780
(36)

8 900
(36)

35 600
(36)

Maranoa Weir

3 604
(72)

18 019
(72)

72 075
(72)

4 971
(99)

24 855
(99)

99 420
(99)

Murray
GMW

SunWater
St George
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Table 6.2: Bulk water suppliers—hypothetical bills for private diverters—50 ML, 250 ML
and 1000 ML of water access entitlement, with 50 per cent or 100 per cent
delivered—total bill ($ amount per ML of water access entitlement held),
2012−13
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Bulk water System
supplier

Border

Gwydir

Namoi

Peel
State
Water
Lachlan

Macquarie

Murray

Murrumbidgee

Charging
category

50 per cent delivery

100 per cent delivery

50 ML

50 ML

250 ML 1000 ML

250 ML 1000 ML

High
Security

725
(15)

3 624
(14)

14 495
(14)

953
(19)

4 763
(19)

19 050
(19)

General
Security

394
(8)

1 971
(8)

7 885
(8)

622
(12)

3 110
(12)

12 440
(12)

High
Security

973
(19)

4 864
(19)

19 455
(19)

1 290
(26)

6 450
(26)

25 800
(26)

General
Security

521
(10)

2 604
(10)

10 415
(10)

838
(17)

4190
(17)

16 760
(17)

High
Security

1 247
(25)

6 236
(25)

24 945
(25)

1 740
(35)

8698
(35)

34 790
(35)

General
Security

943
(19)

4 714
(19)

18 855
(19)

1 435
(29)

7 175
(29)

28 700
(29)

High
Security

1 968
(39)

9 840
(39)

39 360
(39)

2 891
(58)

14 455
(58)

57 820
(58)

General
Security

1 046
(21)

5 230
(21)

20 920
(21)

1 969
(39)

9 845
(39)

39 380
(39)

High
Security

982
(20)

4 911
(20)

19 645
(20)

1 409
(28)

7 045
(28)

28 180
(28)

General
Security

640
(13)

3 196
(13)

12 785
(13)

1 066
(21)

5 330
(21)

21 320
(21)

High
Security

821
(16)

4 103
(16)

16 410
(16)

1 149
(23)

5 745
(23)

22 980
(23)

General
Security

532
(11)

2 658
(11)

10 630
(11)

860
(17)

4 300
(17)

17 200
(17)

High
Security

272
(5)

1 358
(5)

5 430
(5)

394
(8)

1 970
(8)

7 880
(8)

General
Security

239
(5)

1 193
(5)

4 770
(5)

361
(7)

1 805
(7)

7 220
(7)

High
Security

234
(5)

1 168
(5)

4 670
(5)

327
(7)

1 633
(7)

6 530
(7)

General
Security

173
(3)

865
(3)

3 460
(3)

266
(5)

1 330
(5)

5 320
(5)

Source: ACCC from data provided by reporting IIOs

As shown in table 6.2, bulk water supplier hypothetical bills for private diverters vary
considerably throughout the MDB. For example, for 250 ML of entitlement with 100 per cent
water delivered, total bills range from $1330 for general security in State Water’s Murrumbidgee
system to $24 855 in SunWater’s Maranoa Weir system. The per ML bill amount in NSW tends to
vary inversely with the volume of water access entitlements on issue, with relatively low bulk
water charges in the larger Murray and Murrumbidgee systems.
The bill for the 50 per cent and 100 per cent delivery scenarios for a given volume of water
access entitlement vary in all operators except GMW and LMW. The bill for GMW and LMW is the
same regardless of whether 50 per cent or 100 per cent of water access entitlement volume is
delivered due to GMW’s and LMW’s bulk water tariff comprising entirely of fixed charges.
For bulk water suppliers other than GMW and LMW, the per ML hypothetical bill remains
constant regardless of the volume of water access entitlement held. However, only GMW and
LMW have discounted bulk water charges for higher volumes of holdings. That is, the larger the
water access entitlement held the cheaper the per ML hypothetical bill becomes.
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6.2.2

Private diverters—change in hypothetical bills from 2011−12
to 2012−13

Chart 6.1 shows the nominal percentage change from 2011−12 to 2012−13 in bulk water
suppliers’ hypothetical bills for private diverters, based on 250 ML of water access entitlement,
with 50 or 100 per cent of volume delivered.
Chart 6.1:

Bulk water suppliers—nominal percentage change in hypothetical bills for private
diverters—250 ML of water access entitlement, with 50 or 100 per cent delivered,
2011−12 to 2012−13
106%

50%
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Partly due to the difference in tariff structures between Victorian and NSW bulk water suppliers,
bulk water bills in the Murray range from $13 to $23 per ML for Victorian private diverters,
compared to $5 per ML for NSW private diverters.
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Chart 6.1 shows that there is large variation in the nominal percentage change between 2011−12
and 2012−13 across bulk water suppliers. The nominal increase across GMW, LMW and DNRM
was relatively small with roughly a three per cent increase.
Hypothetical bulk water bills also increased for all State Water systems, but by varying amounts.
The biggest increase was for high security entitlements in the Peel Valley (16.12 and
14.72 per cent for 50 and 100 per cent of water delivered respectively), whilst the smallest
increase was for general security entitlements in the Murray (0.17 per cent and 0.11 per cent for
50 per cent and 100 per cent of water delivered respectively).
Nominal percentage changes varied substantially across SunWater’s systems. Maranoa Weir
experienced the greatest increase, with bills approximately doubling (for 100 per cent delivery)
and increasing by half (for 50 per cent delivery). This large increase is due to the introduction of
a variable usage charge which was not previously levied on customers. In some SunWater
systems, hypothetical bills either increase or decrease depending on the amount of water
delivered. For example, in Upper Condamine 2, the total bill for 50 per cent delivery increased by
just under 18 per cent as a result of the introduction of a fixed charge where previously the
hypothetical bulk water supplier bill was entirely attributed to variable charges. Despite this, the
total bill in Upper Condamine 2 (for 100 per cent delivery) for 2012−13 decreased by over
16 per cent, as the 2012−13 combined fixed and variable charges amounted to less than the
single variable charge levied in 2011−12 that it replaced.
Hypothetical bills in other SunWater systems either decreased (for 100 per cent delivery) or
remained relatively stable (for 50 per cent delivery).
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6.2.3

Other bulk water customers—hypothetical bills for 2012−13

Bulk water customers, other than private diverters, may include:
•

IIOs

•

other operators of reticulated water systems (e.g. urban water supply networks)

•

certain environmental water holders, and

•

commercial businesses such as mines and power stations

Hypothetical bills are calculated for other bulk water customers of GMW and State Water, with
holdings of either 20 GL or 100 GL of water access entitlement. The per GL fixed and variable is
constant over these two volumes of water access entitlement, as such, the hypothetical bulk
water supplier bill for other customers is presented on a cost per GL basis, with either
50 per cent or 100 per cent of the entitlement volume delivered.
Chart 6.3:

Bulk water
supplier

Bulk water suppliers—per GL hypothetical bills for other bulk water customers—for all
volumes of water access entitlement above 20 GL, with 50 per cent or 100 per cent
delivered—amount per GL of water access entitlement, 2012−13
System

Charging
category

With 50 per cent
delivered

With 100 per cent
delivered

10 600

10 600

7 300

7 300

Broken

27 500

27 500

Campaspe

17 800

17 800

Loddon

29 300

29 300

236 200

236 200

34 700

34 700

14 495

19 050

7 885

12 440

High Security

19 455

25 800

General Security

10 415

16 760

High Security

24 945

34 790

General Security

18 855

28 700

High Security

39 360

57 820

General Security

20 920

39 380

High Security

19 645

28 180

General Security

12 785

21 320

High Security

16 410

22 980

General Security

10 630

17 200

High Security

5 430

7 880

General Security

4 770

7 220

High Security

4 670

6 530

General Security

3 460

5 320

Murray
Goulburn
GMW

Bullarook
Ovens
Border
Gwydir
Namoi
Peel
State Water

Lachlan
Macquarie
Murray
Murrumbidgee

High Security
General Security

Source: ACCC from data provided by reporting IIOs
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For all volumes of entitlement

6.2.4

Other bulk water customers—change in hypothetical bills from
2011−12 to 2012−13

Chart 6.2 shows the nominal percentage change in per GL hypothetical bulk water supplier bills
for other bulk water customers, with delivery of 50 per cent or 100 per cent of this volume.
Chart 6.2:

Bulk water suppliers—nominal percentage change in per GL hypothetical bills for
other bulk water customers—all levels of water access entitlement above 20 GL,
with 50 or 100 per cent delivered, 2011−12 to 2012−13

ACCC Water Monitoring Report 2012–13

Similar to GMW’s private diverter customers, GMW only levy fixed and not variable bulk water
charges on their other bulk water customers. Therefore, the per GL hypothetical bills for both
the 50 and 100 per cent water delivery scenarios are the same. For State Water’s bills, the effect
of having a variable charge differs across valleys, with the hypothetical bill for 50 per cent
delivery, as a percentage of that for 100 per cent delivery, ranging from 53 to 66 per cent for
general security water access entitlement holders, and from 68 to 76 per cent for high security
water access entitlement holders.
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Source: ACCC from data provided by reporting IIOs

As shown in chart 6.2, the nominal percentage increase in bills for other bulk water customers
varies across operator and location. Most bills increased by less than 12 per cent between
2011−12 and 2012−13. The nominal percentage increase for GMW was broadly similar across all
locations while the percentage increase for State Water varied substantially across systems.
State Water had both the biggest increase (high security entitlements in the Peel Valley), and the
smallest (general security entitlements in the Murray).

6.3

IIOs—hypothetical bills

The ACCC has constructed hypothetical IIO bills for individual customers who receive water
delivery and/or drainage services through an IIO’s irrigation network. The bills are for customers
with water access entitlement or irrigation right holdings of 50 ML, 250 ML and 1000 ML.114 As
with hypothetical bulk water supplier bills, it is assumed that IIO customers have either
50 per cent or 100 per cent of their water access entitlement (or irrigation right)
volume delivered.
114 IIO customers in NSW and South Australia typically hold an irrigation right rather than a water access entitlement.
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Reporting IIOs provide water delivery and/or drainage services to their customers via either:
•

a gravity-fed irrigation network, mainly through channels, or

•

a pressurised irrigation network, utilising pipes.

Although three IIOs operate both gravity-fed and pressurised irrigation networks, all irrigation
areas can be characterised as either pressurised or gravity-fed irrigation networks.
Twenty seven irrigation districts are serviced by a gravity-fed irrigation network, while a further
12 irrigation districts are serviced by a pressurised irrigation network.

6.3.1

IIO hypothetical bills for 2012−13

The hypothetical IIO bills for gravity-fed irrigation network customers are shown in table 6.4, and
for pressurised irrigation network customers are shown in table 6.5. The hypothetical bill per ML
of water access entitlement held is also shown (in brackets).
Table 6.4: IIOs—hypothetical bills for customers in gravity-fed irrigation
networks—50 ML, 250 ML and 1000 ML of water access entitlement, with
50 per cent or 100 per cent delivered, total bill ($ amount per ML of water
access entitlement held), 2012−13
IIO

Irrigation network/
entitlement category

50 ML

250 ML 1000 ML

Buddah Lake

7 193
(29)

28 770
(29)

2 181
(44)

10 905
(44)

43 620
(44)

Coleambally

2 779
(56)

6 942
(28)

22 553
(23)

2 891
(58)

7 501
(30)

24 788
(25)

Eagle Creek

674
(13)

3 370
(13)

13 480
(13)

949
(19)

4 745
(19)

18 980
(19)

Torrumbarry

2 541
(51)

11 384
(46)

44 545
(45)

2 719
(54)

12 273
(49)

48 100
(48)

Murray Valley

2 464
(49)

11 000
(44)

43 010
(43)

2 601
(52)

11 685
(47)

45 750
(46)

Loddon Valley

2 573
(51)

11 546
(46)

45 195
(45)

2 770
(55)

12 528
(50)

49 120
(49)

Rochester

2 373
(47)

10 223
(41)

39 660
(40)

2 523
(50)

10 975
(44)

42 670
(43)

Central Goulburn

2 888
(58)

11 920
(48)

45 790
(46)

3 121
(62)

13 085
(52)

50 450
(50)

Shepparton

3 868
(77)

16 783
(67)

65 215
(65)

4 282
(86)

18 852
(75)

73 490
(73)

Hay

2 067
(41)

8 709
(35)

33 617
(34)

2 467
(49)

8 709
(43)

41 617
(42)

Jemalong

1 512
(30)

7 561
(30)

30 245
(30)

2 301
(46)

11 503
(46)

46 010
(46)

Red Cliffs

5 089
(102)

25 044
(100)

99 875
(100)

6 218
(124)

30 688 122 450
(123)
(122)

Merbein

4 406
(88)

21 629
(87)

86 215
(86)

5 547
(111)

27 335 109 040
(109)
(109)

Mildura

5 253
(105)

25 013
(100)

99 113
(99)

6 403
(128)

30 763 122 113
(123)
(122)

General Security

2 122
(42)

10 608
(42)

42 430
(42)

2 849
(57)

14 245
(57)

LMW

Marthaguy

50 ML

250 ML 1000 ML

100 per cent delivered

1 439
(29)

GMW

100

50 per cent delivered

56 980
(57)

Irrigation network/
entitlement category

50 per cent delivered
50 ML

250 ML 1000 ML

100 per cent delivered
50 ML

250 ML 1000 ML

SAS—General
Security

2 668
(53)

7 378
(30)

21 531
(22)

2 990
(60)

8 986
(36)

27 961
(28)

SAS—High Security

3 224
(64)

9 588
(38)

28 158
(28)

3 546
(71)

11 196
(45)

34 588
(35)

LAW—General
Security

3 141
(63)

6 758
(27)

18 050
(18)

3 437
(69)

8 237
(33)

23 965
(24)

LAS—General
Security

3 323
(66)

7 489
(30)

20 276
(20)

3 644
(73)

9 096
(36)

26 706
(27)

LAS—High Security

3 782
(76)

9 324
(37)

25 832
(26)

4 104
(82)

10 932
(44)

32 262
(32)

B1 Class C

3 508
(70)

8 253
(33)

24 952
(25)

4 320
(86)

10 571
(42)

31 818
(32)

Moira

1 587
(32)

7 935
(32)

31 740
(32)

2 262
(45)

11 310
(45)

45 240
(45)

Narromine

1 913
(38)

8 763
(35)

34 450
(34)

2 725
(55)

12 825
(51)

50 700
(51)

2 616
(52)

13 080
(52)

52 320
(52)

2 772
(55)

13 860
(55)

55 440
(55)

Tenandra

1 335
(27)

6 675
(27)

26 700
(27)

2 010
(40)

10 050
(40)

40 200
(40)

TrangieNevertire

1 633
(33)

8 163
(33)

32 650
(33)

2 315
(46)

11 575
(46)

46 300
(46)

West Corurgan

1 375
(28)

6 875
(28)

27 500
(28)

1 813
(36)

9 065
(36)

36 260
(36)

MI

MIL

SunWater

St George
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IIO

Source: ACCC from data provided by reporting IIOs
Table 6.5: IIOs—hypothetical bills for customers in pressurised irrigation
networks—50 ML, 250 ML and 1000 ML of water access entitlement, with
50 per cent or 100 per cent delivered, total bill ($ amount per ML of water
access entitlement held), 2012−13
IIO

CIT

Irrigation network/
entitlement category

100 per cent delivered

50 ML

250 ML 1000 ML

50 ML

250 ML 1000 ML

High pressure

2 806
(56)

14 028
(56)

56 110
(56)

4 014
(80)

20 068
(80)

80 270
(80)

Medium pressure

2 491
(50)

12 453
(50)

49 810
(50)

3 384
(68)

16 918
(68)

67 670
(68)

Low pressure

2 192
(44)

10 960
(44)

43 840
(44)

2 797
(56)

13 983
(56)

55 930
(56)

3 040
(61)

15 200
(61)

60 798
(61)

4 075
(82)

20 375
(82)

81 498
(81)

Tresco

3 164
(63)

15 260
(61)

60 620
(61)

3 414
(68)

16 510
(66)

65 620
(66)

Nyah

3 106
(62)

14 648
(59)

57 930
(58)

3 663
(73)

17 435
(70)

69 080
(69)

Woorinen

3 545
(71)

17 025
(68)

67 575
(68)

4 010
(80)

19 350
(77)

76 875
(77)

RIT

GMW

50 per cent delivered
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IIO

Irrigation network/
entitlement category

50 per cent delivered

100 per cent delivered

50 ML

250 ML 1000 ML

50 ML

250 ML 1000 ML

LMW

Robinvale

8 211
(164)

40 653 162 313
(163)
(162)

9 764
(195)

48 422 193 388
(194)
(193)

MI

IHS—High Security

4 289
(86)

16 743
(67)

78 665
(79)

6 354
(127)

25 988
(104)

94 613
(95)

Curlwaa

2 271
(45)

11 354
(45)

45 416
(45)

3 377
(68)

16 883
(68)

67 530
(68)

Coomealla

2 826
(57)

14 129
(57)

56 516
(57)

4 447
(89)

22 233
(89)

88 930
(89)

Buronga

4 562
(91)

22 808
(91)

91 231
(91)

6 879
(138)

34 393 137 570
(138)
(138)

WMI

Source: ACCC from data provided by reporting IIOs
For some IIOs, such as CIT, RIT, Buddah Lake and Hay, the bill per ML is the same or very similar
across all water access entitlement volumes. However, other IIOs’ per ML hypothetical bills vary
significantly across the three levels of water access entitlement holdings. For example, MIL
charges the equivalent of $86 per ML for holders of 50 ML of water access entitlement, but only
$32 per ML for holders of 1000 ML of water access entitlement. This variation is due to MIL’s
three-tiered variable charge structure. The variable charge levied on small levels of water
delivered (0−5 ML) is more than seven times higher than the charge levied on larger levels of
water delivery (100 ML and above).
As shown in tables 6.4 and 6.5, hypothetical IIO bills vary widely between IIOs as well as between
different irrigation networks operated by the same IIO. IIO bills for customers of gravity-fed
networks (250 ML water access entitlement and 100 per cent water delivery) ranged from $4745
in Eagle Creek to $30 763 in LMW’s Red Cliffs irrigation network. IIO bills for customers of
pressurised irrigation networks (again, with 250 ML water access entitlement and 100 per cent
water delivery) ranged from $13 983 for CIT’s low pressure irrigation network to $48 422 in
LMW’s Robinvale irrigation network.
The variation in the IIO’s hypothetical bill depends on a number of factors including:
•

the type of infrastructure used (pressurised systems tend to involve higher charges than
gravity-fed systems)

•

the physical characteristics, including the geography and hydrology of an irrigation network

•

customers’ type of entitlement (irrigators in Victoria and South Australia tend to hold higher
reliability water access entitlements which, in turn, often incur a bulk water charge premium)

•

the tariff structure employed by the IIO, in particular, the weighting between fixed and
variable charges (see section 6.3).

6.3.2

Changes in IIO hypothetical bills from 2011−12

The charts below show the nominal percentage change in total hypothetical bill from 2011−12 to
2012−13. Charts 6.3 and 6.4 seek to show the relative influence of fixed and variable charges on
the nominal percentage changes in the amount of hypothetical IIO bills faced by individual
irrigators. Chart 6.3 relates to IIO bills for customers in gravity-fed irrigation networks and
chart 6.4 relates to IIO bills for pressurised irrigation network customers. These two charts
compare hypothetical bill increases for an irrigator holding 250 ML of water access entitlement,
with either 50 per cent or 100 per cent of this volume delivered.
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IIOs—nominal percentage change in hypothetical bills for customers in gravityfed irrigation networks—250 ML of water access entitlement, with 50 per cent or
100 per cent delivered, 2011−12 to 2012−13
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Chart 6.3:
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Chart 6.4:

IIOs—nominal percentage change in hypothetical bills for customers in pressurised
irrigation networks—250 ML of water access entitlement, with 50 per cent or
100 per cent delivered, 2011−12 to 2012−13
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103

ACCC Water Monitoring Report 2012–13

The nominal percentage change in hypothetical bills varies across IIOs and irrigation networks.
For some, such as CIT, Murrumbidgee’s IHS high security irrigation network115, Buddah Lake,
Marthaguy and Moira, bills for 100 per cent water delivery increased by a larger percentage than
bills for 50 per cent water delivery. This reflects a proportionally larger increase in variable
charges levied by those IIOs between 2011−12 and 2012−13 than for fixed charges.
As noted above, IIO bills in many irrigation networks are lower (per ML of water access
entitlement) for larger water access entitlement holdings. Similarly, increases or decreases in IIO
bills are not always in proportion to the volume of water access entitlement held by irrigation
network customers.
Charts 6.5 and 6.6 below seek to show how IIO bills have changed from 2011−12 to 2012−13
with reference to the volume of entitlement held (50 ML, 250 ML or 1000 ML), for customers in
gravity-fed irrigation networks (chart 6.5) and pressurised irrigation networks (chart 6.6).
Chart 6.5:

IIOs—nominal percentage change in hypothetical bills for customers in gravity-fed
irrigation networks—50 ML,250 ML and 1000 ML of water access entitlement, with
100 per cent delivered, 2011−12 to 2012−13
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Source: ACCC from data provided by reporting IIOs

115 The calculation uses an assumption for the additional electricity charge levied on MI by its electricity retailer
and passed on to customers that is different from previous years’. This adjustment is due to the availability of
additional information allowing for a more accurate calculation of the electricity charge a typical customer in
this irrigation network would likely pay. All references to MI–IHS–HS, except charts 6.4 and 6.6 use the new
assumption, based on a weighted calculation. Charts 6.4 and 6.6 (which compare hypothetical bills across water
years) retain the previous method of calculating the electricity price paid by irrigator in order to have a more
accurate comparison.
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irrigation networks—50 ML, 250 ML and 1000 ML of water access entitlement, with
100 per cent delivered, 2011−12 to 2012−13
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Chart 6.6:
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Charts 6.3 and 6.5 show that the majority of IIO hypothetical bills for customers in gravity-fed
irrigation networks increased by less than seven per cent, with one irrigation network,
SunWater’s St George, decreasing by almost three per cent (in the 100 per cent delivery and
50 ML, 250 ML and 1000 ML scenarios). The greatest change in hypothetical IIO bills was in
Moira, where the total hypothetical bill increased by 36 per cent from 2011−12 to 2012−13. The
large nominal percentage increase in Moira’s total hypothetical bill is the result of a large increase
(60 per cent) in the variable usage charge Moira levies on its customers.
Other gravity-fed irrigation networks with large increases in hypothetical bills were Trangie,
Marthaguy, Tenandra, Narromine and Buddah Lake. With the exception of Buddah Lake, these
operators are located in the Macquarie Valley of NSW and have received Australian Government
funding to modernise and rationalise their infrastructure through the PIIOP program. For
example, during 2012−13, Narromine experienced 29 terminations under the PIIOP (see box 5.2),
but no termination fees were imposed on these customers.
Hypothetical bill changes for customers in gravity-fed irrigation networks demonstrated some
variability across the 50 ML, 250 ML and 1000 ML scenarios, particularly in GMW’s Rochester
irrigation network and for Narromine.
Charts 6.4 and 6.6 show that IIO hypothetical bills for customers in pressurised irrigation
networks generally increased by between 3 per cent (GMW Tresco and Woorinen) and
8 per cent (CIT). These increases were similar to those occurring in most gravity-fed irrigation
networks. The nominal percentage increase was broadly similar across all levels of water access
entitlement for pressurised irrigation networks except MI IHS high security. MI’s IHS high security
irrigation network charges increased by between 13 and 16 per cent. This increase is largely due
to the increase in the amount of the additional electricity charge that customers in this irrigation
network pay.116

116 The amount included in MI’s hypothetical bill for the additional electricity charge uses the 2011−12 assumption,
not the revised 2012−13 assumption (see footnote 115).
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The only decrease in IIO hypothetical bills for customers in pressurised irrigation networks was
for RIT. The decrease in RIT’s hypothetical bill from 2011−12 to 2012−13 is due to a decrease in
the Natural Resources Management Catchment levy charged to customers. All other charges
included in the hypothetical bill increased marginally.

6.4

Bulk water suppliers—tariff structures

Bulk water charges are typically structured as a fixed charge based on the water access
entitlement held by the customer and a variable charge levied according to the volume of
water delivered.
Generally, fixed charges are levied to recover the cost of making infrastructure available,
including capital financing costs associated with expanding and renewing infrastructure. Fixed
bulk water charges often differ according to the reliability of the water access entitlement that
they are levied on, with higher charges levied on higher reliability water access entitlements.
Variable charges generally recover the variable costs of using the infrastructure to store and/or
deliver water, including pumping and other costs that vary with the volume of water delivered.
However, the relative weighting of fixed and variable charges may differ from the relative
weighting of a bulk water supplier’s costs.
Bulk water suppliers’ fixed/variable weighting differs among operators. For example, GMW has
an entirely fixed tariff structure for both private diverters and other bulk water customers while
State Water recovers a higher proportion of its costs through variable charges. In both cases,
these charges have been approved by a regulator (see box 6.1)

6.4.1

Tariff structures for private diverters

The range of tariff structures applicable to private diverter customers of bulk water suppliers is
demonstrated in chart 6.7, which shows the total hypothetical bills broken into fixed and
variable components.
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Chart 6.7: Bulk water suppliers—hypothetical bills for private diverters—250 ML of water access entitlement, with 50 per cent and 100 per cent
delivered—fixed and variable components, 2012−13
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As shown in chart 6.7 GMW and LMW’s bills do not vary with the volume of water delivered, this
is because only fixed charges are levied against private diverters. SunWater also levies a high
proportion of fixed charges in all locations except Maranoa Weir, where the proportion of fixed
and variable chargers is roughly comparable.
In contrast, State Water imposes a higher proportion of variable charges than GMW, LMW or
SunWater. Total bills for State Water vary across systems, the type of entitlement held and the
volume delivered. State Water’s bulk water charges are highest in the Peel Valley, where bills are
dominated by variable charges (especially for general security entitlements). There is a more
even split between fixed and variable charges in other NSW valleys. In all valleys private diverters
with high security water access entitlements pay more in fixed charges than general security
water access entitlement holders. This is due to State Water applying a premium on charges
levied on high security water access entitlement holders, who are charged the general security
fixed charge multiplied by two separate premiums. Both high and general security water access
entitlement holders pay the same variable charge per ML of water delivered (although on
average, high security water access entitlement holders will pay this charge more often as they
would have more water allocated to them).
State Water’s bulk water charges are lowest in the Murray and Murrumbidgee valleys. This is
mostly due to the significant volumes of water access entitlements on issue in these valleys, over
which costs can be spread. Interestingly, bulk water charges in the Victorian Murray (for both
GMW and LMW) are significantly higher than they are in the NSW Murray (even for high security
water access entitlements).
To show how the fixed and variable weightings have changed over time, chart 6.8 shows the
percentage of total hypothetical bulk water bill that is attributed to fixed charges between
2009−10 and 2012−13.
Chart 6.8:

Bulk water suppliers—hypothetical bills for private diverters—percentage of fixed
charges of total bill for 250 ML of water access entitlement, with 100 per cent
delivered, 2009−10 to 2012−13
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Source: ACCC from data provided by reporting IIOs
Notes: HS, GS, LB and stand for high security, general security and lower bound respectively.
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The Queensland Department of Natural Resources and Mines’ (Qld DNRM) fixed bulk water
charges, as a percentage of total hypothetical bill, has remained constant since 2010−11.
Both GMW and LMW’s hypothetical bills have consisted entirely of fixed charges throughout
this period.
The proportion of fixed charges in the total bills for State Water customers with high security
water access entitlements is slightly higher in 2012−13 than it was in 2009−10 after initially
decreasing in 2010−11. This is in contrast to State Water customers with general security water
access entitlements, where the median percentage of total hypothetical bills attributed to fixed
charges in 2012−13 is lower than it was in 2009−10, having steadily decreased throughout
this period.

6.4.2
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The proportion of fixed and variable charges of the total bill has remained roughly similar since
2009−10, except for SunWater’s lower bound water entitlement charges—these slightly
decreased between 2009−10 and 2011−12 before increasing almost 30 percentage points in
2012−13.117

Tariff structures for other bulk water customers

As noted in section 6.1.1, bulk water customers (other than private diverters) include IIOs,
certain environmental water holders, and other operators of reticulated water networks, such as
urban water authorities.
Chart 6.9 shows the total per GL hypothetical bill for other bulk water customers (with 20 GL of
water access entitlement), split between fixed and variable charges.
Chart 6.9: Bulk water suppliers—per GL hypothetical bills for other bulk water customersfor all volumes of water access entitlement above 20 GL, with 50 per cent and
100 per cent delivered—fixed and variable components, 2012−13
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As with private diverters, GMW only levy fixed charges on other bulk water customers and their
bills therefore do not vary with the volume of water delivered. For State Water customers with
general security water access entitlements, variable charges contribute a higher proportion to
the bills when compared to customers with high security water access entitlements. Again, this

117 Private diverters pay SunWater’s lower bound pricing, its upper bound pricing is used for other bulk water
customers.
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is due to State Water applying a premium on holders of high security water access entitlements,
who are charged the general security charge multiplied by two separate premiums. Similar to
private diverters, Peel Valley general security water access entitlement holders have the highest
proportion of variable charges in their bills.
Chart 6.10 shows the median percentage of fixed charges that have contributed to total
hypothetical bills between 2009−10 and 2012−13 for State Water and GMW.
Chart 6.10: Bulk water suppliers—hypothetical bills for other bulk water customers—median
percentage of fixed charges of total bill for 20 GL of water access entitlement, with
100 per cent delivered, 2009−10 to 2012−13
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For general security water access entitlement holders there has been a trend towards a higher
percentage of variable charges. Whilst for high security entitlement holders, there has been a
trend away from variable charges towards fixed charges. This is very similar to the trend for
private diverters.

6.5

IIO tariff structures

Fixed and variable irrigation network charges are weighted differently across IIOs, even across
those operators that have broadly similar infrastructure and who are likely to have similar
cost structures.
IIOs apply a range of methods for levying fixed irrigation network charges across users. The
most common approach is to impose fixed charges for access to the irrigation network, based
on the customer’s volume of water delivery right. This fixed charge is typically constant over
different volumes of water delivery right, but one IIO (MI) imposes lower per ML fixed charges
for higher volumes of water delivery right.
Other fixed irrigation network charges may also be imposed per account, per property, per
hectare, per connection, per service point or a combination of these. The presence of these
other fixed irrigation network charges means the IIO’s termination fees (when expressed per ML)
will vary depending on whether a customer terminates some or all of their right of access.
A customer’s right of access includes a right to delivery as well as a right to the drainage of
water. Of those IIOs who offer drainage services (in addition to delivery services), some levy just
one fixed irrigation network charge to cover both (discussed above), while others have separate
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Irrigation networks, within the same IIO, also have different approaches to fixed charges that
reflect differences in geography, hydrology, physical characteristics and infrastructure.
IIOs generally set their variable charges for usage of the irrigation network, based on the volume
(in ML) of water delivered. However, similar to fixed charges, there are other approaches
employed by IIOs. These include applying peak and off-peak charges that have regard to
capacity constraints and energy costs, tiered usage charges that provide discounts to larger
water users, and separate volumetric charges for water delivered in excess of a water delivery
right (‘casual user’ charges—see section 5.3.2).
There are competing incentives for an IIO when deciding on what weighting to give to fixed and
variable irrigation network charges. A higher weighting for fixed charges will increase the
maximum termination fee that may be imposed under the WCTFR (hypothetical termination
fees are discussed in section 6.7). However, where the volume of water available to their
customers is more variable (especially in NSW), IIOs often favour a higher weighting for variable
charges to better align charges with their customers’ operations.
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fixed irrigation network charges for delivery and for drainage. Fixed irrigation network charges
for drainage can be levied on the basis of water delivery right held, land area, length of drainage
and/or on a per property basis.

As noted in section 6.2, IIOs either incur bulk water charges which they pass on to their
customers, or provide bulk water services themselves where the bulk water charges are levied
directly (for example GMW).
Where an IIO holds water access entitlement on behalf of their customers, they will incur bulk
water charges from their bulk water supplier.118 In NSW, the bulk water supplier (State Water)
imposes fixed bulk water charges on NSW IIOs, on the basis of water access entitlement held by
the IIOs. The IIO will bill their customers (normally on the basis of the volume of irrigation right
held) to recover the cost of these charges.
These IIOs also incur variable bulk water charges for water delivered to their off-take points by
the bulk water supplier. The IIO will also bill their customers (normally on the basis of water
delivered) to recover the cost of these charges.
However, some IIOs also act as the bulk water supplier to their irrigation network customers. In
such cases, the IIO will directly impose bulk water charges as well as irrigation network charges.
Chart 6.11 demonstrates the fixed and variable composition of hypothetical IIO bills for 2012−13,
across the 19 reporting IIOs and the 39 irrigation networks/entitlement categories that they
service, assuming 250 ML of water access entitlement with 100 per cent of this volume delivered.
Chart 6.11 shows, as part of an IIO individual customer bill, the proportion of irrigation network
fixed and variable charges and the proportion of any bulk water fixed and variable charges.

118 The IIO may also incur fixed and variable government charges on the basis of the water access entitlement
that it holds or water allocation used (for example, charges payable to NOW in NSW, or the Natural Resource
Management Levy in South Australia). IIOs generally pass these on to their customers on the basis of the volume
of irrigation right held and/or usage. Where an IIO separately identifies such a charge in its schedule of charges,
it is included with bulk charges in the analysis that follows.
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Chart 6.11: IIOs—hypothetical bills for customers in gravity-fed and pressurised irrigation
networks—250 ML of water access entitlement, with 100 per cent delivered—
irrigation network (fixed and variable) and bulk water (fixed and variable) charge
proportions, 2012−13
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Source: ACCC from data provided by reporting IIOs
Notes: HS, GS, HP, MP and LP mean high security, general security, high pressure, medium pressure and low
pressure, respectively. SAS, LAW, LAS and IHS represent different types of farms serviced by MI (see appendix B
for details).

The mix of fixed and variable charges varies widely across hypothetical IIO bills. For example, in
GMW’s nine irrigation networks, fixed charges (irrigation network and bulk) account for between
68 and 88 per cent of the total hypothetical IIO bill. However for smaller IIOs such as Jemalong,
Narromine, Moira and Tenandra, fixed charges only account for between 27 and 40 per cent of
the total hypothetical bill.
Similar to previous years, bulk water charges, both fixed and variable, are a more significant
proportion of the IIO bill for smaller IIOs. For example, almost 65 per cent of a Jemalong
customer’s hypothetical bill reflects the bulk water charges that Jemalong have passed on to its
customers. This is in comparison to irrigation customers in the Buronga irrigation network of
WMI, where bulk water charges account for less than 7 per cent of the total hypothetical bill.
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6.5.1

Tariff structures for gravity-fed irrigation networks

Charts 6.12 to 6.14 show the total hypothetical IIO bill for reporting IIOs with a gravity-fed
irrigation network, for customers with 50 ML, 250 ML and 1000 ML of water access entitlement.
The total bill is broken down into the amounts attributed to irrigation network fixed and variable
charges, and bulk water fixed and variable charges.

ACCC Water Monitoring Report 2012–13

Bulk water fixed and variable charges contribute a small proportion of hypothetical IIO bills for
customers in pressurised irrigation networks, but a moderate proportion of hypothetical IIO bills
for gravity-fed irrigation network customers. The tariff structures in these types of irrigation
networks are discussed in more detail in the following two sections.
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Source: ACCC from data provided by reporting IIOs
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Chart 6.12: IIOs—hypothetical bills for customers in gravity-fed irrigation networks—50 ML of water access entitlement, with 50 or 100 per cent
delivered—irrigation network (fixed and variable) and bulk water (fixed and variable) charge components, 2012−13
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Source: ACCC from data provided by reporting IIOs

$0

NSW

Bulk fixed
Bulk variable
Irrigation Network Fixed

QLD

Irrigation Network Variable

VIC

50%
100%

GMW–Murray Valley

50%
100%

GMW–Torrumbarry

50%
100%

SunWater–St George

50%
100%

West Corurgan

50%
100%

Trangie-Nevertire

50%
100%

Tenandra

50%
100%

Narromine

50%
100%

Moira

50%
100%

MIL–B1–Class C

50%
100%

MI–LAS–GS

50%
100%

MI–LAS–HS

50%
100%

MI–LAW–GS

50%
100%

MI–SAS–HS

50%
100%

MI–SAS–GS

50%
100%

Marthaguy–GS

50%
100%

Jemalong

50%
100%

Hay

50%
100%

Eagle Creek

50%
100%

Coleambally–GS

50%
100%

Buddah Lake

$5 000

50%
100%

GMW–Loddon Valley

$10 000

50%
100%

GMW–Rochester

$15 000

50%
100%

GMW–Central Goulburn

$20 000

50%
100%

GMW–Shepparton

$25 000

50%
100%

LMW–Red Cliffs

$30 000

50%
100%

LMW–Merbein

$35 000

50%
100%

LMW–Mildura

Chart 6.13: IIOs—hypothetical bills for customers in gravity-fed irrigation networks—250 ML of water access entitlement, with 50 or 100 per cent
delivered—irrigation network (fixed and variable) and bulk water (fixed and variable) charge components, 2012−13
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Source: ACCC from data provided by reporting IIOs
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Chart 6.14: IIOs—hypothetical bills for customers in gravity-fed irrigation networks—1000 ML of water access entitlement, with 50 or 100 per cent
delivered—irrigation network (fixed and variable) and bulk water (fixed and variable) charge components, 2012−13
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The total hypothetical bill also varies between irrigation networks operated by the same IIO. For
example GMW customers in the Rochester irrigation network with 250 ML of water access
entitlement and 100 per cent delivery will face a bill of $10 975, compared to customers in the
Shepparton irrigation network who will face a bill of $18 852 due to higher irrigation network
charges (the bulk charges paid are the same in both irrigation networks).
In some irrigation networks variable bulk charges contribute to the majority of variable charges
payable by individual irrigation customers. For other irrigation networks, all variable charges
payable are irrigation network charges. As shown in charts 6.12 to 6.14, IIOs in Victoria and
Queensland have higher fixed bulk water charges and higher fixed irrigation network charges
than NSW IIOs. While NSW IIOs pass on variable bulk water charges and generally have higher
variable irrigation network charges as well, the overall IIO bills are still generally lower than in
Queensland or Victoria.

6.5.2
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Charts 6.12 to 6.14 show that the relative weighting for different types of charges within
hypothetical IIO bills for gravity-fed irrigation network customers varies across operators, the
type of water access entitlement held and the volume delivered.

Tariff structures for pressurised irrigation networks

Charts 6.15 to 6.17 show the total hypothetical bills for reporting IIOs with a pressurised
irrigation network, for 50 ML, 250 ML and 1000 ML of water access entitlement, with 50 per cent
or 100 per cent of volume delivered. The total hypothetical bill for each pressurised irrigation
network shows the amount of total bill that is attributable to irrigation network fixed and variable
charges and bulk water fixed and variable charges.
Chart 6.15: IIOs—hypothetical bills for customers in pressurised irrigation networks—50 ML
of entitlement with 50 or 100 per cent delivered—irrigation network (fixed and
variable) and bulk water (fixed and variable) charge components, 2012−13
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Source: ACCC from data provided by reporting IIOs
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Chart 6.16: IIOs—hypothetical bills for customers in pressurised irrigation networks—250 ML
of entitlement with 50 or 100 per cent delivered—irrigation network (fixed and
variable) and bulk water (fixed and variable) charge components, 2012−13
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Source: ACCC from data provided by reporting IIOs

Chart 6.17: IIOs—hypothetical bills for customers in pressurised irrigation networks—1000 ML
of entitlement with 50 or 100 per delivered—irrigation network (fixed and variable)
and bulk water (fixed and variable) charge components, 2012−13
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Source: ACCC from data provided by reporting IIOs

Charts 6.15 to 6.17 show that hypothetical IIO bills vary across pressurised networks, both
between reporting IIOs and between pressurised irrigation networks operated by the same IIOs.
One reason for the variation within IIOs is the level of pressure required in particular irrigation
networks. Total charges are higher when higher levels of pressure are used accounting for the
greater electricity needed to deliver water. This is demonstrated for CIT and WMI, where
irrigation networks operating at higher pressures have a larger total bill. In the case of CIT, the
higher bills are driven by higher variable irrigation network charges and as such the total bill is
more weighted towards variable charges. In the case of WMI, a higher proportion of the bill is
due to irrigation network charges (both fixed and variable) in their high pressure Buronga
irrigation network.
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6.6

Hypothetical termination fees

To illustrate the level of termination fees across IIOs, the ACCC has calculated hypothetical
termination fees. These calculations are based on information provided by IIOs and assume that
an irrigator holds 250 ML of water delivery right120 and terminates either 100 per cent of this
volume or 50 per cent of this volume.
For those IIOs who offer a drainage service, a right of access can include a right to drainage as
well as delivery of water. As noted in section 6.5, some IIOs impose separate fixed irrigation
network charges for drainage services, which are levied on the basis of water delivery right held.
Where this is the case, the hypothetical termination fees assume that both the delivery and
drainage components of the right of access are being terminated, such that the TNAC includes
the fixed irrigation network charge for drainage. Where a separate drainage charge is set with
reference to something other than the volume of water delivery right held, the hypothetical
termination fees are calculated with the same assumptions regarding the level of drainage
service as used for the IIO’s hypothetical bill (set out in appendix B).
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Fixed and variable bulk water charges are included in IIO bills in Victoria and NSW, but contribute
only a small proportion of the total bill amounts (between 6 and 20 per cent in Victoria and
between 7 and 15 per cent in NSW). Accordingly, the majority of the difference between bills for
the 50 per cent and 100 per cent delivery scenarios is due to irrigation network variable charges
rather than bulk water variable charges. IIO customers in South Australia do not pay bulk
water charges.119

As noted in section 6.1.3, the maximum termination fee that an IIO can impose is generally the
TNAC paid by the terminating customer multiplied by 10. For most reporting IIOs, the TNAC is
simply the fixed irrigation network charge or charges levied on the basis of the volume of water
delivery right held by customers. The hypothetical termination fee (per ML) is simply this amount
multiplied by 10.
However, some IIOs separately list on their schedule of charges either:
•

a termination fee which is lower than that implied by their fixed irrigation network (access)
charge, or

•

a TNAC which is lower than their fixed irrigation network (access) charge.

In these cases, the hypothetical termination fees presented below are calculated using these
lower amounts.
Furthermore, as noted in section 6.5, some other IIOs:
•

impose other fixed irrigation network charges which are not levied on the basis of the volume
of water delivery right held—such as outlet charges or charges per property, and/or

•

have a tiered tariff structure for fixed irrigation network charges, where the amount paid
per ML of water delivery right varies with the total volume of water delivery right held.

In these cases, the TNAC amount, and therefore the hypothetical termination fee (when
expressed per ML) will depend upon whether an IIO customer terminates some or all of their
right of access. Hypothetical termination fees for these IIOs are reported separately below.
It should be noted that the hypothetical termination fees presented here represent the maximum
termination fee that may be imposed (given the assumptions set out in appendix B). IIOs may
elect to discount or waive termination fees in some circumstances.
119 As noted earlier, South Australian IIO’s may incur a Natural Resources Management Levy based on their holdings
of water access entitlement. Where they pass this on to their customers as a separately identified charge, this
analysis includes such a charge with bulk charges (rather than irrigation network charges).
120 For IIOs that do not quantify their water delivery rights by ML, the same assumptions are used in calculating per
ML hypothetical termination fees as those used in calculating IIO’s hypothetical bills (see appendix B).
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6.6.1

Hypothetical termination fees for 2012−13

Charts 6.18 and 6.19 illustrate the level of hypothetical termination fees in 2012−13 across
reporting IIOs. Chart 6.18 includes those IIOs for whom hypothetical termination fees are a
simple 10x multiple of the fixed irrigation network charge(s) levied on the basis of water delivery
right; or who have a separate termination fee or TNAC listed on their schedule of charges. For
these operators, the per ML hypothetical termination fee is the same, regardless of the volume of
water delivery right terminated.
Chart 6.19 includes those IIOs that include in their TNAC fixed irrigation network charges which
are not levied according to the volume of water delivery right held (such as outlet charges), and/
or have a tiered tariff structure for charges levied on the basis of water delivery right volumes.
For these IIOs, the per ML hypothetical termination fees assume a customer with 250 ML of
water delivery right, terminating either 50 or 100 per cent of this volume.
Chart 6.18: Select IIOs—per ML* hypothetical termination fee—all volumes of water delivery
right with any proportion of water delivery right volume terminated, 2012−13
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Source: ACCC from data provided by reporting IIOs
* Note: GMW, LMW and RIT do not express their water delivery rights in ML per season. The hypothetical
termination fees presented here are the calculated costs of terminating a volume of water delivery right assumed
to be held for each 1 ML of water access entitlement, for a typical irrigator in these irrigation networks. Please
see appendix B for more details.
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Chart 6.19: Select IIOs—per ML hypothetical termination fee, 250 ML of water delivery right
with 50 or 100 per cent of water delivery right volume terminated, 2012−13
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Source: ACCC from data provided by reporting IIOs

As shown in charts 6.18 and 6.19, the per ML hypothetical termination fee varies across IIOs and
across irrigation networks within IIOs, ranging from $49 per ML in Eagle Creek to the equivalent
of $1188 per ML in LMW’s Robinvale pressurised irrigation network. However, most hypothetical
termination fees are distributed fairly evenly in the range of $100 to $600 per ML. Unsurprisingly,
this reflects the distribution of fixed irrigation network charges discussed in sections 6.5.1
and 6.5.2.
For the IIOs shown in chart 6.18, the total hypothetical termination fee payable will rise in
proportion with the volume terminated, and the hypothetical termination fee for the first ML of
water delivery right terminated will be the same as the hypothetical termination fee for the
last ML.
On the other hand, the IIOs shown in chart 6.19 will have hypothetical termination fees that differ
depending on the volume terminated. In all such cases, the per ML hypothetical termination fees
are higher for 100 per cent termination than for 50 per cent termination, sometimes considerably
so. This means that the hypothetical termination fee for the first ML terminated will be
substantially less than the last ML terminated for these IIOs.
This effect is a function of the application of the WCTFR to those IIOs’ tariff structures
(discussed in section 6.5). Where the difference is due to the existence of outlet charges, it is
only when an irrigator elects to terminate the outlet that the higher termination fee will be
payable (represented in the 100 per cent scenario here).
Conversely, MI’s fixed irrigation network charges are lower (per ML) for larger volumes of water
delivery right. As such, the cost of terminating one ML of water delivery right will vary according
to what tier of charges that ML is from. MI also have fixed outlet and connection charges that are
payable if a customer terminates 100 per cent of their right of access. This further adds to the
differences in hypothetical termination fees between the 50 per cent and 100 per cent scenarios.
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6.6.2

Change in hypothetical termination fees from 2011−12

Charts 6.20 and 6.21 below show the nominal percentage change in the hypothetical termination
fees from 2011−12 to 2012−13 for reporting IIOs (in the same groupings used in the
previous section).
Chart 6.20: Select IIOs—nominal percentage change in per ML hypothetical termination fee—all
volumes of water delivery right with any proportion of water delivery right volume
terminated, 2011−12 to 2012−13
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Chart 6.21: Select IIOs—nominal percentage change in per ML hypothetical termination
fee—250 ML of water delivery right with 50 or 100 per cent of water delivery right
volume terminated, 2011−12 to 2012−13

100% termination

Source: ACCC from data provided by reporting IIOs

For most IIOs, across both groups of IIOs, the nominal percentage change in hypothetical
termination fees was less than 5 per cent. There was no significant difference in the percentage
changes between gravity-fed and pressurised irrigation networks (despite pressurised irrigation
networks generally having higher charges). Similarly, although LMW’s Robinvale pressurised
irrigation network has the largest hypothetical termination fee, the nominal percentage change
between 2011−12 and 2012−13 is comparable to the percentage change in relation to other
irrigation networks.
Eagle Creek, Hay and Marthaguy did not increase the fixed irrigation network charges included
in the hypothetical termination fees; as such their hypothetical termination fee did not change
between 2011−12 and 2012−13. Trangie-Nevertire experienced the biggest percentage increase,
with their hypothetical termination fee rising by almost 37 per cent in 2012−13. However,
Trangie-Nevertire’s 2011−12 hypothetical termination fee was heavily influenced by a temporary
decrease in their operating and maintenance fixed charge between 2010−11 and 2011−12.
MIL was the only IIO to have a lower hypothetical termination fee in 2012−13, especially for the
50 per cent termination scenario. This is due to a slight decrease in their per ML fixed irrigation
network charges from 2011−12 levels in their B1 Class C category.
For IIOs with constant per ML hypothetical termination fees (shown in chart 6.20) changes in
hypothetical termination fees will reflect changes in their fixed irrigation network charge.121 For
these IIOs, the percentage increase in hypothetical termination fees is the same regardless of the
amount terminated.
For other IIOs, chart 6.21 shows the nominal percentage change in hypothetical termination fees
was either the same between the 50 per cent and 100 per cent scenarios or higher in the
100 per cent scenario. However it must be noted that the differences between these scenarios
are not large. Nevertheless, they are consistent with the pattern evident in chart 6.19, where
per ML hypothetical termination fees for irrigators terminating 100 per cent are greater than
those terminating only 50 per cent of their right of access.

121 While section 6.3.2 reported on changes in IIO’s hypothetical bills, these bills also include bulk water charges,
government charges (NOW entitlement and usage charges, the SA Natural Resource Management levy), and
variable irrigation network charges which are not included in the calculation of termination fees.
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The ACCC is responsible for monitoring and reporting to the Minister on regulated
water planning and management (WPM) charges in the Murray-Darling Basin. The
Water Charge (Planning and Management Information) Rules 2010 (WCPMIR) require
publication of information about regulated WPM charges and costs of WPM activities.
This chapter presents information provided by Basin State departments and water
authorities on:
• WPM activities and the costs of those activities
• WPM charges and the estimated revenue raised by them, and
• how the estimated revenue from WPM charges compares to the cost of WPM
activities.

Rockmelons in Field
Rockmelons in field. Closeup of irrigation system. System is underground drips with plastic cover over the top.

Chapter 7
Water planning and management charges

Findings
• In 2012−13, the majority of Basin State departments and water authorities reported a decline in
costs of WPM activities.
• There were few new WPM charges in 2012−13.
• WPM charges in the form of broad based levies and water access right charges did not increase
significantly, compared to some WPM transaction charges.
• While WPM charges generally did not increase significantly in 2012−13, WPM revenues for the
majority of Basin State departments and water authorities increased by more than 10 per cent
due to transaction and variable water access right charges being imposed more often.
• In 2012−13, all but one Basin State department and all water authorities received less revenue
from WPM charges than the costs incurred in delivering WPM activities.
• The degree of cost recovery improved across all reporting Basin State departments and water
authorities in 2012−13.
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7.1

WPM activities and the cost of these activities

WPM activities are those activities undertaken by, or on behalf of, governments to plan for and
manage water resources to ensure their sustainability.
For the purposes of reporting, the ACCC uses the following categories of WPM activities
developed by the COAG Water Pricing Principles Steering Group:122
•

water reform, strategy and policy

•

water planning

•

water management (includes measures to improve water use, construction of minor works
and environmental works)

•

water monitoring and evaluation

•

information management and reporting (includes water resource accounting and the
publication of water resource information)

•

water administration and regulation (includes the administration of entitlements, permits
metering and trade, as well as business administration)

•

water industry regulation (oversight of water businesses), and

•

mixed (a combination of two or more of the above).

WPM activities address issues such as:
•

maintaining the health of water resources and promoting sustainable use

•

managing the impact of past, present and future water extraction

•

improving understanding of the hydrology of surface and groundwater systems, and

•

protecting the integrity of the water entitlement system and user access to water.

Table 7.1 shows the total cost of WPM activities reported by Basin State123 departments and
water authorities in 2011−12 and 2012−13.
Table 7.1:

Total cost of WPM activities, 2011−12 and 2012−13

Reporting entity

2011−12 ($)

2012−13 ($)

% change

Goulburn Murray Water (GMW)

2 970 578

2 991 732

0.7

Grampians Wimmera Mallee Water
(GWMW)

1 088 005

795 500

–26.9

Lower Murray Water (LMW)

1 706 325

1 668 203

–2.2

Victorian Department of Environment and
Primary Industries (DEPI)

41 964 000

32 865 030

–21.7

New South Wales Office of Water (NOW)

*66 773 000

**72 980 000

9.3

South Australian Dept of Environment, Water
& Natural Resources (DEWNR)

39 665 445

35 637 697

–10.2

Source: ACCC from data provided by Basin State departments and water authorities
* This is an estimate of NOW’s 2011−12 total WPM cost, taken from the forecast used in IPART’s February 2011
review of NOW’s charges.
** The figure reported here is the total of the user share of WPM costs (reported by NOW) plus the government
share of WPM costs (estimated by NOW).

122 See: COAG, National Water Initiative Pricing Principles on Cost Recovery of Water Planning and Management,
2010.
123 A Basin State is defined in section 4 of the Water Act to mean New South Wales, Queensland, Victoria, South
Australia and the Australian Capital Territory.
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The ACCC also asked Basin State departments and water authorities to provide the breakdown
of their WPM costs by the categories noted above. This information is set out in table 7.2 below.
Table 7.2:

Breakdown of total WPM costs by activity, 2012−13124
Basin State departments/Water authorities

WPM activity

GMW

GWMW

LMW

DEPI

NOW

DEWNR

Water reform,
strategy & policy

–

–

–

–

1.8%

3.0%

Water planning

–

–

–

23.7%

24.6%

27.2%

Water management

–

–

–

38.3%

1.1%

44.8%

Water monitoring &
evaluation

50.5%

–

–

23.5%

26.1%

3.4%

Information
management &
reporting

5.7%

–

20.6%

2.0%

3.3%

3.5%

Water administration
& regulation

2.5%

1.7%

49.3%

6.1%

42.3%

8.2%

–

–

30.0%

–

0.9%

–

41.3%

98.3%

–

6.4%

–

9.9%

2 991 732

795 500

Water industry
regulation
Mixed
Total WPM costs ($)
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Table 7.1 shows that in 2012−13 cost changes were mixed. Two agencies were not able to
provide data. Of the six remaining, two reported increases in costs while four agencies
reported declines.

1 668 203 32 865 030 48 420 000 35 637 697

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

Table 7.2 shows that in 2012−2013, the costs relating to:
•

water management and water planning comprised a large proportion of the total WPM
cost for the Basin State departments (NOW, DEWNR and DEPI), but was an insignificant
proportion for the water authorities (GMW, GWMW and LMW)

•

water management to deal with environmental works was a significant proportion of
costs for two of the departments (DEPI and DEWNR) but was not significant in the costs
recognised by other reporting entities

•

administration of water entitlements was small for four of the six operators and significant for
two operators (LMW and NOW), and

•

development of inter-governmental agreements comprised was an insignificant proportion
of the total WPM cost for all departments and water authorities.

Basin State departments and water authorities are also required to publish information that
breaks down their WPM costs according to whether they are:
•

corporate service costs

•

operating costs, or

•

capital costs.

124 The NOW (NSW) provided a breakdown of WPM cost based on user share component of WPM costs, rather
than the total (which also includes the government share). Detail of the difference is set out in appendix C. The
ESDD (ACT) and the DNRM (Qld) did not provide any cost data.
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Chart 7.1 sets out the breakdown by cost category for reporting agencies in 2012−13.
Chart 7.1:

Total cost of WPM activities, by cost category ( per cent), 2012−13125
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Source: ACCC from data provided by Basin State departments and water authorities

Chart 7.1 shows that in 2012−13 reporting entities did not exhibit any consistent pattern of total
WPM costs broken down by cost category. Useful things to note are:
•

corporate service costs accounted for over half of the total WPM cost for GWMW, about
20 per cent for the NOW and around 30 per cent for LMW

•

capital costs accounted for a significant proportion of the total WPM cost for LMW, but were
small (20 per cent or less) for the other reporting entities, and

•

operating costs were significant (around 50 per cent or greater) for all reporting entities
except for LMW.

Departments and water authorities still struggle to adequately reflect WPM costs as set out
under the WCPMIR. These difficulties include:
•

many activities are carried out for the whole of the state, not just the part of the state in
the MDB

•

Basin State departments cannot separate out WPM costs from other costs

•

costs incurred within the MDB cannot be separated from those outside the MDB, or

•

the setting of some charges does not have a specific relationship to the costs incurred for
WPM activities.

125 The total WPM cost quoted for NOW is the total efficient cost determined by IPART. See appendix C for a
discussion of their total efficient cost.
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WPM charges and the estimated revenue from
these charges

7.2.1

Categorisation of WPM charges

WPM charges are levied on water users to recover the costs of WPM activities. Charges for WPM
activities regulated under the Water Act (regulated WPM charges) are a subset of WPM charges
that are levied in the MDB. Regulated WPM charges:
•

relate primarily to the management of water resources

•

do not relate to delivery of urban water services

•

are typically determined by a minister or a water department/authority

•

are levied across a broad range of users, including irrigators and water authorities, and

•

comprise a relatively small proportion of irrigator bills, compared to IIO and bulk water
charges.126
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7.2

Regulated WPM charges fall into three broad categories:
•

Water access right charges—fees and charges for holding or using water access rights.
These charges relate to:
–– the holding or use of a water access right (typically a water access entitlement), or
–– the use of a water access right (typically a water allocation).
In most cases these charges are fixed (based on the volume of water access right held),
but in some cases a variable component (based on water usage) may also be levied.

•

Broad based levies—such levies may be applied directly or indirectly on water users to fund a
specific set of WPM activities. These may be either a fixed amount per user or fixed in some
other manner (e.g. a percentage of revenue of water authorities). An example of a direct levy
is the Save the River Murray Levy which is imposed as a dollar amount per user. An example
of an indirect levy is the Victorian Environmental Contribution, which is a percentage of
revenue collected from water authorities.

•

Transaction fees—these include fees for applications for the trade, transfer or variation
of water access rights, lodgement of a transaction with a water registry and search of a
water registry.

7.2.2

New WPM charges

The ACCC asked Basin State departments and water authorities to identify if any new WPM
charges were imposed within the MDB in 2012−13. Three reporting entities identified imposing
new charges. One of these was a new broad based levy, the second a water access right charge
and the third was a transaction charge related to interstate trade.127 Three agencies removed or
altered existing charges.128
During 2012−13, DEPI recognised a number of charges imposed in specific salinity impact zones.
The salinity charges fund a range of salinity management activities carried out by one catchment
management authority. While these charges were not new, it has taken some time to clarify who
determined the charge and whether these activities related to a regulated charge.

126 ACCC Water Monitoring Report 2010−11, 2012, pp. 64−66. The ACCC calculated that WPM charges represented
between 1 and 13 per cent of the hypothetical irrigator bills in NSW, South Australia and Victoria.
127 During 2012−13 DEWNR introduced a levy for the Eastern Mt Lofty Ranges, GMW introduced a capital charge
for new groundwater entitlements (per ML charge), and LMW introduced an application charge to place an order
against tagged interstate trade. None of these charges raised revenue in 2012−13.
128 During 2012−13, NSW and Queensland abolished a number of transaction charges, while South Australia altered
the user classes and rates imposed for one of its broad based levies.
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7.2.3

Changes in the level of WPM charges

WPM charges typically increase each year in one of two ways:
•

by the rate of CPI (such as many WPM charges in Queensland), or

•

according to a price path approved by an economic regulator or government (such as the
maximum charges approved by IPART in NSW or the ESC in Victoria).

As not all Basin State departments and water authorities supplied information on the total
revenue raised by their WPM charges, it is not possible to calculate a weighted average of WPM
charge increases.
Similarly, WPM transaction charges are only imposed when specific events occur. The irregular
nature of many of these transactions makes it difficult to prepare hypothetical bills in relation to
WPM charges to compliment hypothetical bills for the infrastructure charges of bulk water
suppliers or IIOs (set out in chapter 6).

Changes in water access right charges
With the exception of NOW, all reporting entities noted increases in fixed water access right
charges in the range of 0 to 4 per cent, although some charges increased by as much as
6.1 per cent. NOW had increases in their fixed water access right charges of between
3.1 per cent and 22.4 per cent.
In relation to variable water access right charges in all reporting entities, with the exception of
NOW and LMW, most increases were in the range of 0 to 4 per cent. LMW had increases in the
range of 1.3 to 13 per cent and NOW had increases in their fixed water access right charges of
between 3.3 per cent and 22.9 per cent.

Changes in broad based levies
Only two Basin States, South Australia and Victoria, impose broad based levies. Over 2012–13
DEWNR reported increases in their levies of between 1.6 and 1.79 per cent. For 2012−13, DEPI
reported that the Environmental Contribution remained at the same amount it has been since
2008 ($69.4 million).

Changes in transaction charges
All reporting Basin State departments and water authorities impose transaction charges but the
degree to which they changed from 2011−12 to 2012−13 varied significantly. In 2012−13, the
ACCC observed:
•

only one reporting entity (GWMW) reported no change in its charges

•

in three cases (DEWNR, ACT and DEPI), reporting entities reported charge increases applied
across all transaction charges of between 0 and 4 per cent, and

•

in three cases (LMW, GMW and DNRM), reporting entities reported that the majority of
charges increased by around CPI but with some individual charges going up by significantly
greater percentages.

7.2.4

Estimated Revenue from WPM charges in 2012−13

Table 7.3 shows the estimated total revenue from WPM charges received by Basin State
departments and water authorities in 2012−13. The ACCC estimates revenue from WPM charges
by multiplying reported charges by the reported number of times they were imposed, as
reported by Basin State departments and water authorities.
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Total estimated revenue from WPM charges ($), 2012−13

Reporting Entity

2012−13 ($)

GMW

2 720 535

GWMW

479 199

LMW

1 010 373

DEPI

83 781 768

NOW

*41 000 000

ACTESDD

25,082,854

DNRM

1 592 060

DEWNR

30 216 315

Source: ACCC from data provided by Basin State departments and water authorities
* Estimated by NOW.
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Table 7.3:

Chart 7.2 sets out the relative importance of the three categories of WPM charges, when
measured by revenue raised, for 2012−13. This chart does not include NOW, as they did not
report on the number of times that their WPM charges were imposed.
Chart 7.2:

WPM charge categories, by proportion of revenue raised, 2012−13 (per cent)
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Source: ACCC from data provided by Basin State departments and water authorities

From the information provided by reporting entities, the ACCC notes the following:
•

four of the seven reporting entities relied on water access right charges for around
80 per cent or more of their estimated WPM revenue

•

only two of the reporting entities use broad based levies (DEPI and DEWNR), but in both
cases these levies provide more than 80 per cent of the estimated WPM revenue, and

•

in only one case (GMW) were transaction charges a significant source of WPM revenue
(greater than 50 per cent); in five of the other six reporting entities transaction charges
represent less than 10 per cent of revenue.

As such, it would appear that increases in water access right charges and broad based levies
have a greater impact on water users and the estimated WPM revenue received than increases in
transaction charges.
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As noted above, water access right charges can be either fixed or vary with the amount of water
delivered. Chart 7.3 shows water access right charge revenue broken down by its fixed and
variable components, demonstrating the degree to which a reporting entity is influenced by
changes in either fixed or variable charges.
Chart 7.3:

Revenue from water access right charges, fixed and variable components, 2012−13
(per cent)
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Source: ACCC from data provided by Basin State departments and water authorities

From the information provided, the ACCC notes that revenue from water access right charges
was dominated by fixed charges in four of the reporting entities, but by variable charges in the
remaining three. It was not possible to report on the breakdown between variable and fixed
charges for NOW as they did not provide information on frequency of which their water access
right charges were imposed in 2012−13.

7.2.5

Changes in estimated revenue from WPM charges

Table 7.4 shows the estimated total revenue from WPM charges received by Basin State
departments and water authorities in 2012−13, and the change from the previous
reporting period.
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Reporting Entity
GMW

2011−12 ($)

2012−13 ($)

% change

2 358 237

2 720 535

15.4

GWMW

522 444

479 199

-8.3

LMW

930 995

1 010 373

8.5

DEPI

70 938 654

83 781 768

18.1

NOW

33 944 000

*41 000 000

20.8

ACTESDD

21 600 000

25 082 854

16.1

n/a

1 592 060

n/a

**29 604 062

30 216 315

2.1

DNRM
DEWNR

Source: ACCC from data provided by Basin State departments and water authorities
* Estimated by NOW.
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Table 7.4: Total estimated revenue from WPM charges, 2011−12 and 2012−13

** Please note that this figure differs from the amount reported in the ACCC’s Water Monitoring Report for
2011−12—see appendix C for further details.

The majority of reporting entities are estimated to have increased revenue from WPM charges by
more than 10 per cent. In the case of GMW and LMW this was the result of modest increases in
income from both fixed and variable water access right charges. For DEWNR, the increase was
driven by changes in the two broad based levies imposed.
In the case of DEPI, the increase is due to the recognition of salinity charges (discussed earlier). If
these two new charges were excluded, the increase in revenue from WPM charges would be less
than 2 per cent.
NOW provided an estimate for the total WPM revenue for 2012−13 without providing data on
the water volumes delivered. As such it is not possible analyse to what influences changes in
either fixed or variable water access charges had on revenue received by NOW.
Only one water reporting entity experienced a decline in estimated revenue from WPM
charges—GWMW reported a decrease of 8.3 per cent resulting from declining revenue from one
groundwater access right charge.

7.3

Comparison between the total WPM cost and
estimated total WPM revenue

The cost of WPM activities is recovered through WPM charges to varying degrees. The level of
cost recovery varies depending on the nature of WPM activities and the users on whom the
WPM charges are imposed. Understanding the costs of WPM activities allows users and
governments to determine an appropriate level of WPM expenditure and mix of the activities to
deliver. Across the MDB, Basin States have developed different methodologies to determine the
level of cost recovery to inform the amount of a specific WPM charge or WPM charges
in aggregate.
Table 7.5 shows the comparison between the total WPM cost and the estimated total WPM
revenue for both 2011−12 and 2012−13. This provides a broad measure of the extent to which
costs for WPM activities are recovered from water users where a WPM charge is imposed.
Where the total WPM cost exceeds the total WPM revenue (i.e. less than 100 per cent), the
difference is funded through other sources such as taxation or revenue from other charges.
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Table 7.5:

Comparison between the total WPM cost and estimated total WPM revenue,
2011−12 and 2012−13
2011−2012

Reporting
Entity

2012−2013

Total WPM
Cost ($)

Total WPM
Revenue ($)

Cost
recovery
(%)

GMW

2 970 578

2 358 237

79.4

GWMW

1 088 005

522 444

48.0

LMW

1 706 325

930 995

54.6

DEPI*

41 964 000

70 938 654

169.0

DEWNR

39 665 445

29 604 062

74.6

**66 773 000

n/a

User share

39 378 000

Govt share

27 395 000

NOW—total,
of which:

Total WPM WPM Revenue
Cost ($)
($)
2 991 732

Cost
recovery
(%)

2 720 535

90.9

782 155

479 199

61.3

1 668 203

1 010 373

60.6

32 865 030

83 781 768

254.9

35 637 697

30 216 315

84.8

n/a

72 980 000

n/a

n/a

33 944 000

86.2

44 270 000

***41 000 000

92.6

n/a

n/a

***28 710 000

n/a

n/a

Source: ACCC from data provided by Basin State departments and water authorities
* Prior to 2012−13 the Victorian department responsible for water was the Department of Sustainability and
Environment (DSE).
** The total WPM cost for NOW in 2011−12 is an estimate, taken from the forecast used in IPART’s February
2011 review of NOW’s charges. The government share amount is the total amount minus the user share amount
reported by NOW.
*** Estimated by NOW.

In 2012−13, the total WPM cost exceeded estimated total WPM revenue for each of the Basin
State departments and water authorities, except DEPI. This was also the case in 2011−12.129 With
the exception of DEPI, the level of cost recovery for each Basin State department and water
authority between 2011−12 and 2012−13 was reasonably consistent.
DEPI have advised that total WPM revenue balanced out over tranche one (which ran from 2004
to 2008) and tranche two (2008 to 2012) of the Environmental Contribution (EC), however, the
ACCC’s formal monitoring role of regulated WPM charges only commenced in 2010−11.
In previous monitoring reports, the ACCC also compared estimated WPM revenues drawn from
within the MDB against WPM costs incurred in the MDB. This measure is useful in determining
the degree of cost recovery achieved by water charges imposed in the MDB. However,
presentation of useful data has been problematic. While it is clear that WPM charges imposed
and WPM costs incurred by Victorian water authorities (GMW, LMW and GWMW) fall wholly
within the MDB, other reporting entities struggled to provide separated data. For other data
limitations, see appendix C.

129 ACCC Water Monitoring Report 2011−12, 2013, p. 71
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Water releases from Jounama Dam into Blowering Dam.
Water is released from Jounama Dam into Blowering Dam, New South Wales. Image taken February, 2008.
Photographer: Arthur Mostead

ACCC Water Monitoring Report 2012–13

Appendix A
Hypothetical bills for bulk water suppliers
Objective
A hypothetical bulk water supplier bill is a simple representation of how bulk water charges
translate into individual bulk water customer bills. The approach is used by the ACCC for
reporting on regulated bulk water charges, and enables assessment of the structure and level of
regulated bulk water charges levied by bulk water suppliers. The method allows a more
meaningful comparison of bulk water charges across bulk water suppliers.
The ACCC’s analysis is based on certain assumptions about the characteristics of a hypothetical
bulk water customer. The general methodology used and assumptions made by the ACCC in
constructing hypothetical bulk water supplier bills are discussed in the following sections.

General Methodology
The ACCC identified applicable fixed and variable charges that would be levied on bulk water
customers by bulk water suppliers in 2012−13. This was based on the charges as shown in each
bulk water supplier’s charging schedule. The ACCC then defined a charging profile(s) that was
representative of most bulk water customers in each geographic charging area (e.g. valley)
and/or of most bulk water customers holding a specific type of water access entitlement
(e.g. high or general security).
The ACCC hypothetical bulk water bill analysis differentiates between two main types of bulk
water customers—private diverters and other bulk water customers, which include IIOs, urban/
rural water authorities, commercial businesses and environmental water holders.
In order to examine the sensitivity of the results to different assumptions, the methodology was
applied to different volumes of water access entitlement for each type of bulk water customer,
assuming that a volume of water equivalent to either 50 per cent or 100 per cent of the water
access entitlement is delivered. The volumes of water access entitlement were chosen to be
representative of the amounts of water that might be held by each customer type. Also, the
number of bills constructed for each bulk water supplier is determined by the number of
different geographic charging areas they operate and whether charges are differentiated by the
level of water access entitlement security.
In the case of private diverters, there were six scenarios: 50 ML, 250 ML and 1000 ML of water
access entitlements, with delivery of either 50 per cent or 100 per cent of these volumes.
Hypothetical bulk water supplier bills for private diverters were calculated for each of these six
scenarios across 28 systems and charging categories.
In relation to other bulk water customers, there were four scenarios: 20 GL and 100 GL of water
access entitlement, with delivery of either 50 per cent or 100 per cent of these volumes.
Hypothetical bulk water supplier bills for other bulk water customers were calculated for each of
these four scenarios, across 23 systems and charging categories.
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Goulburn-Murray Water (GMW)
Private diverters
The analysis assumes two GMW private diverters (one sourcing from the Murray Basin and one
from the Goulburn Basin), each holding 50 ML, 250 ML or 1000 ML of high reliability water
access entitlement.
Each private diverter is assumed to hold 0.5, 2.5 or 10 extraction shares, based on the Victorian
conversion rules used at the time of unbundling.

Other GMW bulk water customers

ACCC Water Monitoring Report 2012–13

Assumptions

These include GMW’s internal retail arm, urban and rural water authorities and
commercial businesses.
The analysis assumes seven GMW ‘other bulk water customers’ holding a specific volume of high
reliability entitlement (e.g. 20 GL, 100 GL), sourcing water from each of the following basins:
•

Broken

•

Goulburn

•

Campaspe

•

Loddon

•

Bullarook

•

Murray

•

Ovens.

Lower Murray Water (LMW)
Private diverters
The analysis assumes one LMW private diverter holding 50 ML, 250 ML or 1000 ML of high
reliability water access entitlement who sources water from the Murray Basin. The irrigator has
one account and incurs the relevant operational, water share, environment and salinity fee.

Queensland Department of Natural Resources and Mines (DNRM)
The analysis assumes one Queensland DNRM private diverter holding 50 ML, 250 ML or 1000 ML
of water access entitlement (Queensland water allocation) in the Border Rivers area.
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State Water
Private diverters
The analysis assumes 16 State Water private diverters, two per valley—one holding 50 ML,
250 ML or 1000 ML of high security water access entitlement and the other holding 50 ML,
250 ML or 1000 ML of general security water access entitlement—for the following valleys:
•

Border

•

Gwydir

•

Namoi

•

Peel

•

Lachlan

•

Macquarie

•

Murray

•

Murrumbidgee.

Other State Water bulk water customers
The analysis assumes 16 State Water ‘other bulk water customers’, such as IIOs and urban water
authorities. Two customers are assumed per valley—one holding a specific volume of high
security water access entitlement and the other holding the same volume of general security
water access entitlement (e.g. 20 GL and 100 GL)—for the same eight valleys as for the
private diverters.

SunWater
Private diverters
The analysis assumes eight SunWater private diverters holding 50 ML, 250 ML or 1000 ML of
water access entitlement (Queensland water allocation); one for each of the following areas:
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•

Upper Condamine (1)—North branch

•

Upper Condamine (2)—North branch risk A

•

Upper Condamine (3)—Sandy Creek or Condamine River

•

Chinchilla Weir

•

St George

•

Cunnamulla

•

Macintyre Brook

•

Maranoa Weir.

Objective
A hypothetical IIO bill is a simple representation of how regulated water charges levied for
irrigation network water delivery and/or drainage services translate into individual irrigator
customer bills. A hypothetical termination fee is a representation of the maximum termination
fee an IIO can levy on a terminating irrigation customer in accordance with the WCTFR. The
approach is used by the ACCC for reporting on regulated water charges levied by IIOs, and
enables the assessment of the structure and level of water charges levied by IIOs. The method
allows a more meaningful comparison of charges across IIOs.

ACCC Water Monitoring Report 2012–13

Appendix B
Hypothetical bills for IIOs and hypothetical
termination fees

The ACCC’s analysis is based on certain assumptions about the characteristics of a hypothetical
customer of an IIO. The general methodology used and assumptions made by the ACCC in
constructing hypothetical IIO bills and termination fees are discussed in the following sections.
In some cases, assumptions have been changed from those used in 2011−12 hypothetical IIO
bills. This is a result of the availability of more information and guarantees a more accurate and
relevant representation of charges faced by irrigator customers over time.

General Methodology
Hypothetical IIO bills
To calculate hypothetical IIO bills, the ACCC identified applicable fixed and variable irrigation
network charges that would be levied on an irrigation customer provided with water
infrastructure services by each reporting IIO in 2012−13. Also included in the hypothetical IIO bill
are the bulk water charges payable by an irrigation customer. These charges are either levied
directly on their customers (where the IIO is also the bulk water supplier) or are incurred by the
IIO and passed on to their customers. The charges were taken from the appropriate charging
schedule as provided by each reporting IIO. The ACCC then defined a charging profile that was
representative of most irrigators in each IIO’s irrigation network(s) and/or most holdings of a
specific type of water access entitlement. The ACCC assessed the most representative charging
profile using each IIO’s response to the ACCC’s information requests.
The ACCC constructed an annual bill that would be faced by a hypothetical IIO customer for
2012−13 assuming a certain volume of water access entitlement (or equivalent volume of
irrigation right). The ACCC also determined a corresponding amount of water delivery right (as
discussed for each IIO below).This resulted in six scenarios: three different volumes of water
access entitlement (or irrigation right): 50 ML, 250 ML and 1000 ML, with delivery of either
50 per cent or 100 per cent of the water access entitlement volume. In total, 39 irrigation
network profiles were defined across the 19 reporting IIOs.
Hypothetical IIO bills were constructed for each of the six scenarios across the 39 irrigation
network profiles. The number of bills constructed for each reporting IIO is determined by the
variations in their charging schedule as well as levels of water access entitlement. The ACCC
incorporated relevant feedback from IIOs to determine the assumptions used in the analysis.
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The hypothetical IIO bill analysis does not account for irrigator behaviour that may alter the
amount of the bills, for example allocation trade, reliance on casual user arrangements, carryover
decisions or when water is delivered. Actual individual bills for IIO customers will also depend on
the nature of their water holdings and irrigation network access.

Hypothetical termination fees
To calculate hypothetical termination fees the ACCC identified applicable fixed irrigation network
charges that would be levied on an irrigation customer provided with water infrastructure
services by each reporting IIO in 2012−13.
Hypothetical termination fees were constructed for 37 irrigation network profiles130 across the 19
reporting IIOs. Hypothetical termination fees were constructed for each of these 37 irrigation
networks for two scenarios: an irrigation customer holding 250 ML of water delivery right who
terminates either 50 per cent or 100 per cent of their water delivery right.
For those IIOs who offer a drainage service, a right of access includes a right to drainage as well
as delivery of water. Some IIOs impose separate fixed irrigation network charges for drainage
services, which are levied on the basis of the volume of water delivery right held. Where this is
the case, the hypothetical termination fee assumes that both the delivery and drainage
components of the right of access are being terminated. Where a separate fixed drainage charge
is set with reference to something other than the volume of water delivery right held, such
charges are incorporated into the calculation of hypothetical termination fees with the same
assumptions regarding the level of drainage service as used for the hypothetical IIO bills (set
out below).
The maximum termination fee that an IIO can impose is generally the total network access
charge (TNAC) paid by the terminating customer multiplied by ten. For most reporting IIOs, the
TNAC is simply the fixed irrigation network charge or charges levied on the basis of the volume
of water delivery right held by customers. The hypothetical termination fee (per ML) is simply
this amount multiplied by 10.
However, some IIOs separately list in their schedule of charges either:
•

a termination fee which is lower than that implied by their fixed irrigation network charge, or

•

a TNAC which is lower than their fixed irrigation network charge.

In these cases, the hypothetical termination fees presented in chapter 6 are calculated using
these lower amounts, and are assumed to include the termination of drainage (where applicable)
unless otherwise stated.
Furthermore, some other IIOs impose other fixed irrigation network charges which are not levied
on the basis of the volume of water delivery right held—such as outlet charges or charges per
property. These are only included in the hypothetical termination fee calculation when an
irrigator terminates 100 per cent of their water delivery right (and is assumed to disconnect from
the irrigation network).
The Rules allow an IIO to increase their termination fee by the amount of GST payable (if any).
Most IIO schedules of charges are silent as to whether GST is payable on their charges or (where
listed) their indicative termination fees. To enable comparison across IIOs, where an IIO’s
schedule of charges includes a GST-inclusive amount for a charge forming part of the TNAC, the
charge amount is adjusted to make it GST-exclusive as part of the hypothetical termination fee
calculation. The hypothetical termination fees are therefore assumed to be GST-exclusive. Where
GST is payable, an IIO may add the amount of GST to these fees.

130 In contrast to the 39 irrigation network profiles used in the calculation of hypothetical IIO bills. This is because
although CIT has three irrigation networks, the same fixed irrigation network charges used in the calculation
of their hypothetical termination fees are levied in all three irrigation networks. As such, only one hypothetical
termination fee is reported for CIT.
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IIO-specific assumptions
Buddah Lake Irrigators’ Association (Buddah Lake)
The analysis assumes one irrigator in Buddah Lake’s irrigation network who holds a specific share
of water access entitlement (50 ML, 250 ML or 1000 ML) and also holds an equivalent amount of
water delivery right (50 ML, 250 ML or 1000 ML, respectively).131
The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.
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The hypothetical termination fee does not account for contracts that specify a termination fee,
and is a maximum only—IIOs may waive or discount the termination fee payable by a
terminating irrigator.

Buddah Lake lists a termination fee in their 2012−13 schedule of charges which is lower than 10
times its fixed charge. This is due to the fixed charge including the bulk water charge, which is
netted out for the purpose of calculating termination fees. This lower listed termination fee is
used for the analysis in chapter 6.

Central Irrigation Trust (CIT)
The analysis assumes three CIT irrigators: one provided with a high pressure service, one
provided with a medium pressure service and one provided with a low pressure service. It is also
assumed that each of these irrigators:
•

holds a specific share of water access entitlement (50 ML, 250 ML or 1000 ML) and also holds
an equivalent amount of water delivery right (50 ML, 250 ML or 1000 ML, respectively)

•

has an irrigation connection on the property—meaning no drainage charge applies (as this
charge is only levied on customers that do not have an irrigation connection)

•

is supplied with irrigation water at a proportion of 60 per cent at off-peak times and
40 per cent at peak times.

The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated. Only one termination fee is reported for
CIT as the relevant fixed irrigation network charge (CIT’s ‘service charge’). This charge is the
same across their high pressure, medium pressure and low pressure irrigation networks.
•

CIT lists a termination fee in their 2012−13 schedule of charges, which differs slightly
(by $2 per ML) from that calculated with reference to its fixed irrigation network charge.
CIT’s listed termination fee is used in the analysis in chapter 6.

Coleambally Irrigation Co-operative Limited (Coleambally)
The analysis assumes one irrigator in Coleambally’s irrigation network who holds a specific share
of water access entitlement (50 ML, 250 ML or 1000 ML) and also holds an equivalent amount of
water delivery right (50 ML, 250 ML or 1000 ML respectively).
The analysis also assumes that the irrigator’s farm is connected to the irrigation network through
one large common irrigation outlet.

131 In calculating hypothetical bills, water delivery rights were reduced by 10 per cent to account for conveyance
losses.
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Coleambally’s schedule of charges also shows an outlet peak flow charge which is levied on the
basis of the maximum flow capacity, as nominated by the irrigation customer, of the relevant
outlet. For a large common irrigation outlet, the flow ranges from 6 ML to 30 ML per day and an
irrigator can select any number within that range. The analysis assumes that the irrigator has a
maximum peak flow of 16.3 ML per day.
The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.
The calculation of the hypothetical termination fee does not include the large common irrigation
outlet charge and the maximum peak flow charge when an irrigator only terminates 50 per cent
of their water delivery right (as the irrigator remains connected to the irrigation network).
However, these charges are included in the 100 per cent termination scenario (as the irrigator is
assumed to be disconnecting from the irrigation network).
It is assumed that the maximum peak flow as nominated by the irrigator remains at 16.3 under
the 50 per cent termination scenario.
Coleambally list an indicative, GST-inclusive figure in its schedule of charges. To enable
comparison across IIOs, the hypothetical termination fee is calculated as a
GST-exclusive amount.

Eagle Creek Pumping Syndicate (Eagle Creek)
The analysis assumes one irrigator in Eagle Creek’s irrigation network who holds a specific share
of general security water access entitlement (50 ML, 250 ML or 1000 ML) and also holds an
equivalent amount of general security water delivery right (50 ML, 250 ML or 1000 ML,
respectively).
The hypothetical termination fees are calculated assuming 250 ML of general security water
delivery right is held, with either 50 or 100 per cent of this volume terminated.

Goulburn-Murray Water (GMW)
The analysis assumes nine irrigators, one in each of the following irrigation networks:
•

Shepparton

•

Central Goulburn

•

Rochester

•

Loddon Valley (formerly Pyramid-Boort)

•

Murray Valley

•

Torrumbarry

•

Woorinen

•

Nyah

•

Tresco.

Each of these irrigators holds 50 ML, 250 ML or 1000 ML of high reliability (HRR) water share and
holds a volume of delivery shares (in ML/day) equal to 1/100 of the water share volume
(0.5 ML/day, 2.5 ML/day or 10 ML/day).
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•

The hypothetical termination fees are calculated assuming 2.5 ML/day of delivery share is
held, with either 50 or 100 per cent of this volume terminated. The analysis assumes GMW
does not include service and service point charges in the calculation of termination fees, and
analysis reflects this.

•

GMW also does not provide for the termination of a right to drainage, so fixed drainage fees
are not included in the calculation of the hypothetical termination fee.

Shepparton
The following fixed charges apply:
•

Goulburn Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Water delivery outlet fee

•

Surface drainage service fee

•

Surface drainage area charge, assuming a 100 per cent application of the drainage tariff

•

Community surface drainage charge.
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Given the structure of GMW’s charge schedule, the analysis also makes additional assumptions
specific to each irrigation district.132

The following variable charges apply:
•

Infrastructure use charge

•

Surface drainage use charge, assuming a 100 per cent application of the drainage tariff.

Central Goulburn
The following fixed charges apply:
•

Goulburn Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Water delivery outlet fee

•

Surface drainage service fee

•

Surface drainage area charge, assuming a 100 per cent application of the drainage tariff

•

Community surface drainage charge.

The following variable charges apply:
•

Infrastructure use charge

•

Surface drainage use charge, assuming a 100 per cent application of the drainage tariff.

Rochester
The following fixed charges apply:
•

Goulburn Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Water delivery outlet fee

•

Surface drainage service fee

•

Surface drainage area charge, assuming a 100 per cent application of the drainage tariff.

The following variable charges apply:
•

Infrastructure use charge

•

Surface drainage use charge, assuming a 100 per cent application of the drainage tariff.

132 GMW has developed pricing simulators to help their customers accurately estimate their annual fees and charges.
See: www.g-mwater.com.au.
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Loddon Valley133
The following fixed charges apply:
•

Goulburn Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Water delivery outlet fee.

The following variable charges apply:
•

Infrastructure use charge.

Murray Valley
The following fixed charges apply:
•

Murray Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Water delivery outlet fee.

The following variable charges apply:
•

Infrastructure use charge.

Torrumbarry
The following fixed charges apply:
•

Murray Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Water delivery outlet fee.

The following variable charges apply:
•

Infrastructure use charge.

Woorinen
The following fixed charges apply:
•

Murray Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Subsurface drainage service fee

•

Subsurface drainage area fee, assuming a 100 per cent application of the drainage tariff.

The following variable charges apply:
•

Infrastructure use charge

•

Subsurface drainage use charge, assuming a 100 per cent application of the drainage tariff.

Nyah
The following fixed charges apply:
•

Murray Basin HRR water share entitlement storage charge

•

Water delivery service charge

133 This area was previously known as Pyramid-Boort.
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Infrastructure access charge

•

Additional delivery outlet charge

•

Subsurface drainage service fee.

The following variable charges apply:
•

Infrastructure use charge

•

Subsurface drainage use charge, assuming a 100 per cent application of the drainage tariff.

Tresco
The following fixed charges apply:
•

Murray Basin HRR water share entitlement storage charge

•

Water delivery service charge

•

Infrastructure access charge

•

Additional delivery outlet charge.
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•

The following variable charges apply:
•

Infrastructure use charge.

Hay Private Irrigation District (Hay)
The analysis assumes one irrigator in Hay’s irrigation network who:
•

holds a specific share of water access entitlement (50 ML, 250 ML or 1000 ML) and also holds
an equivalent amount of water delivery right (50 ML, 250 ML or 1000 ML, respectively)134

•

incurs an administration fee for a property over four ha

•

has one 12 ML outlet connected to its farm

•

incurs the Channel System variable delivery charge.

The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.
The analysis also assumes that the administration fee for a property over four ha and the outlet
fee are not included when the irrigator terminates 50 per cent of their water delivery right (as the
irrigator’s property will remain connected to the irrigation network). However, when the irrigator
terminates 100 per cent of their water delivery right, the administration fee and the outlet fee are
included in the calculation of the hypothetical termination fee (as the irrigator is assumed to be
disconnecting from the irrigation network).

Jemalong Irrigation Limited (Jemalong)
The analysis assumes one irrigator in Jemalong’s irrigation network who holds a specific volume
of general security irrigation right (50 ML, 250 ML or 1000 ML) and also holds an equivalent
amount of general security delivery entitlement (50 ML, 250 ML, or 1000 ML, respectively). This
means that the premium delivery charge does not apply.
The hypothetical termination fees are calculated assuming 250 ML of general security delivery
entitlement is held, with either 50 or 100 per cent of this volume terminated.
Jemalong lists a GST-inclusive termination fee in its 2012−13 schedule of charges. To enable
comparison across IIOs, the hypothetical termination fee is calculated as a
GST-exclusive amount.

134 Customer information provided by Hay indicates that no actual Hay irrigator holds water access entitlement as
large as 1000 ML. However, the ACCC’s general conclusions in chapter 6 remain unchanged.
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Lower Murray Water (LMW)
The analysis assumes one irrigator in each of LMW’s four irrigation networks: Merbein, Red Cliffs,
Robinvale and the Mildura Irrigation District.135 It is assumed that each of these irrigators holds
high reliability water share, and a volume of delivery share equal to 12 per cent of the water
share volumes 50 ML, 250 ML or 1000 ML of water access entitlement—and holds an equivalent
number of delivery shares—respectively six, 30 or 120 delivery shares (i.e. the amount of water
share multiplied by 0.12).
The analysis also assumes that each of the four LMW irrigators:
•

has one assessment with LMW (meaning that the service fee is incurred once)

•

holds high reliability Murray Basin water shares

•

is provided with a full drainage service

•

incurs the regional environment fee (except Mildura)

•

incurs the district environment fee (except Mildura)

•

incurs the MCMA salinity levy (except Mildura)

•

does not incur the excess water charge

•

does not incur the spillable water charge.

•

The hypothetical termination fees are calculated assuming 30 delivery shares are held, with
either 50 or 100 per cent of this volume terminated.

•

The analysis also assumes that when 50 per cent or 100 per cent of delivery shares are
terminated, an equivalent number of delivery shares for drainage will also be terminated.
As such, the calculation of hypothetical termination fees includes fixed irrigation network
charges relating to drainage.

Marthaguy Irrigation Scheme (Marthaguy)
The analysis assumes one irrigator in Marthaguy’s irrigation network who holds a specific volume
of general security irrigation right (50 ML, 250 ML or 1000 ML) and also holds an equivalent
amount of general security delivery entitlement (50 ML, 250 ML or 1000 ML, respectively). The
irrigator also pays the ‘Riparian Charge’ (per ML).
The hypothetical termination fees are calculated assuming 250 ML of general security delivery
entitlement is held, with either 50 or 100 per cent of this volume terminated.

Moira Private Irrigation District (Moira)
The analysis assumes one irrigator in Moira’s irrigation network who holds a specific volume of
irrigation right (50 ML, 250 ML or 1000 ML) and also holds an equivalent amount of water
delivery right (50 ML, 250 ML or 1000 ML, respectively).
The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.
Moira lists a termination fee in its 2012−13 schedule of charges which is lower than 10 times its
fixed charges, due to the netting out of the ‘government access charge’. This lower listed
termination fee is used for the analysis in chapter 6.

135 For the purpose of calculating the fixed charge revenue in the Mildura irrigation network, the ‘Delivery Capacity
share—other areas’ charge is used.
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The analysis assumes one MIL irrigator in Murray’s B1 Class C irrigation network who holds a
specific volume of general security irrigation right (50 ML, 250 ML or 1000 ML) and also holds an
equivalent amount of general security delivery entitlement (50 ML, 250 ML or 1000 ML,
respectively).
The analysis also assumes that the irrigator:
•

operates a single property and therefore incurs the landholding access fee once

•

incurs the large irrigation outlet charge

•

incurs the account administration fee.

Variable charges are structured into three tiers:
•

Tier 1: MIL Variable Charge and Government Variable Charge (0−5 ML).

•

Tier 2: MIL Variable Charge and Government Variable Charge (6−100 ML).

•

Tier 3: MIL Variable Charge and Government Variable Charge (>100 ML).
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Murray Irrigation Limited (MIL)

The application of variable charges therefore depends on the level of water entitlement.
For example, for a water entitlement of 250 ML, the irrigator pays for 5 ML in Tier 1, 95 ML in
Tier 2 and 150 ML in Tier 3.
The hypothetical termination fees are calculated assuming 250 ML of general security delivery
entitlement is held, with either 50 or 100 per cent of this volume terminated.
It is also assumed that the landholding access fee and large irrigation outlet fees are not included
in the 50 per cent termination scenario (as the irrigator remains connected to the irrigation
network). These charges are included in the 100 per cent termination scenario (as it is assumed
that the irrigator disconnects from the irrigation network).

Murrumbidgee Irrigation Limited (MI)
The analysis applies to six irrigators across the four pricing groups of MI: Integrated Horticulture
Supply (IHS), Large Area Supply (LAS), Large Area Supply Wah Wah excluding IHS (LAW) and
Small Area Supplies (SAS).
Within SAS and LAS pricing groups, there is:
•

one irrigator holding a specific volume of high security irrigation right (50 ML, 250 ML or
1000 ML) with an equivalent amount of high security delivery entitlement (50 ML, 250 ML or
1000 ML, respectively)

•

one irrigator holding a specific volume of general security irrigation right (50 ML, 250 ML or
1000 ML) with an equivalent amount of general security delivery entitlement (50 ML, 250 ML
or 1000 ML, respectively).

Within the IHS pricing group there is one irrigator who holds a specific volume of high security
irrigation right (50 ML, 250 ML or 1000 ML) with an equivalent amount of high security delivery
entitlement (50 ML, 250 ML or 1000 ML, respectively). IHS customers must also pay electricity
charges, which Murrumbidgee passes on at cost. 75 per cent of electricity charges are based on
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water use, and the remaining 25 per cent are socialised across all customers and included in
fixed charges. Electricity usage charges depend on several factors, including the level of water
pressure and the time period of electricity use (peak/off peak periods).136
Within the LAW pricing group there is one irrigator who holds a specific volume of general
security irrigation right (50 ML, 250 ML or 1000 ML) with an equivalent amount of general
security delivery entitlement (50 ML, 250 ML or 1000 ML, respectively).
The analysis also assumes the following characteristics for irrigators in each pricing group and
security type, based on MI’s information returns:
LAS

SAS

IHS

LAW

Type of delivery entitlement
held

High
security

General
security

High
security

General
security

High
security

General
security

Number of farms connected

1

1

1

1

1

1

Number of outlets connected

2

2

1

1

1

2

EnviroWise—Landholding
<4ha

No

No

No

No

No

No

EnviroWise—Landholding
>4ha

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

No

Yes

No

No

Yes

No

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

EnviroWise—
HS type 3
EnviroWise—
GS type 1
Bulk Water—Licence
Bulk Water—Usage

The hypothetical termination fees are calculated assuming 250 ML of delivery entitlement is held,
with either 50 or 100 per cent of this volume terminated.
In the 50 per cent termination scenario the water delivery right being terminated is all from
Tier 2, and the calculation of hypothetical termination fees includes either the EnviroWise HS
type 3 or GS type 1 charge (depending on the level of security).
In the 100 per cent termination scenario, 200 ML of the water delivery right being terminated is
from Tier 2 and 50 ML is from Tier 1. The connection landholding charge, the outlet charge and
Envirowise per landholding charge is also included in the calculation of the hypothetical
termination fee, along with either the Envirowise HS type 3 or GS type 1 (depending on the level
of security).

136 The electricity price included in the ACCC’s analysis for 2012−13 is based on the charges actually paid by
irrigators as on Murrumbidgee’s schedule of charge. It is calculated as the weighted average for peak, shoulder
and off-peak times weighted across all IHS pump stations. As charts 6.4 and 6.6 provides the nominal percentage
change between 2011−12 and 2012−13 the electricity charge used in the calculation of percentage change in
these two charts is based on the assumptions used in the 2011−12 Water Monitoring Report to enable a more
accurate comparison and analysis between 2011−12 and 2012−13. There was insufficient information available to
the ACCC to enable the assumptions used in the 2012−13 Water Monitoring Report to be applied to the 2011−12
charges to calculate the percentage change.
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The analysis assumes one irrigator in Narromine’s irrigation network who:
•

holds a specific volume of irrigation right (50 ML, 250 ML or 1000 ML) and holds an
equivalent amount of delivery entitlement (50 ML, 250 ML or 1000 ML, respectively)

•

operates one farm and one account, and therefore incurs outlet and administration
charges once.

The hypothetical termination fees are calculated assuming 250 ML of delivery entitlement is held,
with either 50 or 100 per cent of this volume terminated.
Narromine’s 2012−13 schedule of charges lists an indicative termination fee, but notes that the
actual termination fee will depend on whether some or all delivery entitlements are terminated.
In the 50 per cent termination scenario, the outlet and administration charges are not included in
the calculation of hypothetical termination fees (as the irrigator remains connected to the
irrigation network). In the 100 per cent termination scenario, these charges are included in the
calculation (as it assumes the irrigator is disconnecting from the irrigation network).
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Narromine Irrigation Board of Management (Narromine)

Renmark Irrigation Trust (RIT)
RIT levies its access charge based on the farm size in hectares. The ACCC uses a conversion rule
of 9.28 ML for one hectare.137 The analysis assumes one irrigator in RIT’s irrigation network who:
•

holds a specific volume of irrigation right (50 ML, 250 ML or 1000 ML)

•

has an equivalent farm size—5.38 ha, 26.94 ha or 107.76 ha, respectively for each of the
volumes of irrigation right above

•

has one irrigation connection on its farm—implying that the drainage charge does not apply.

RIT levy their irrigation access charge on the basis of rated hectares. The hypothetical
termination fees are calculated assuming a farm size of 26.94 rated hectares, with water delivery
right equivalent to either 50 or 100 per cent of this area terminated.

SunWater
The analysis assumes one irrigator located in SunWater’s St George Water Supply Scheme
channel irrigation network who:
•

holds a specific volume of water allocation (50 ML, 250 ML or 1000 ML)

•

does not incur any channel harvesting fees.

For the purpose of calculating drainage charges, the analysis also assumes a corresponding farm
size (20 ha, 100 ha and 400 ha respectively).138
The analysis does not include a hypothetical termination fee for SunWater’s St George irrigation
network as SunWater have advised that the termination fee is nil.

Tenandra Irrigation Scheme (Tenandra)
The analysis assumes one irrigator in Tenandra’s irrigation network who holds a specific share of
water access entitlement (50 ML, 250 ML or 1000 ML) and holds an equivalent amount of water
delivery right (50 ML, 250 ML or 1000 ML, respectively).139
The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.
137 This conversion is assumed following information provided to the ACCC by RIT.
138 These farm sizes were assumed following ACCC consultation with SunWater.
139 In calculating hypothetical bills, water delivery rights are reduced by 10 per cent to account for conveyance
losses.
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The termination fee used in chapter 6 is as advised by Tenandra. This fee is lower than 10 times
the ‘operating and maintenance fee’ listed in its 2012−13 schedule of charges, due to the netting
out of bulk water or other charges.

Trangie-Nevertire Irrigation Scheme (Trangie-Nevertire)
The analysis assumes one irrigator in the Trangie-Nevertire irrigation network who:
•

holds a specific share of water access entitlement (50 ML, 250 ML or 1000 ML) and holds an
equivalent amount of water delivery right (50 ML, 250 ML or 1000 ML, respectively)

•

does not incur the supplementary water or contract pumping surcharges.

The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.

West Corurgan Private Irrigation District (West Corurgan)
The analysis assumes one irrigator in the West Corurgan irrigation network who holds a specific
volume of irrigation right (50 ML, 250 ML or 1000 ML) and holds an equivalent amount of water
delivery right (50 ML, 250 ML or 1000 ML, respectively).
The hypothetical termination fees are calculated assuming 250 ML of water delivery right is held,
with either 50 or 100 per cent of this volume terminated.
West Corurgan’s 2012−13 schedule of charges lists a termination fee which is slightly lower than
10 times their ‘annual network access fee’. The lower, listed termination fee is used in the analysis
in chapter 6.

Western Murray Irrigation Limited (WMI)
The analysis assumes one irrigator in each of WMI’s three irrigation networks (Buronga,
Coomealla and Curlwaa). It is assumed that each irrigator holds a specific volume of irrigation
right (50 ML, 250 ML or 1000 ML) and holds an equivalent amount of delivery entitlement
(50 ML, 250 ML or 1000 ML, respectively).
The analysis further assumes that the irrigator:
•

incurs the joint venture repayment and the infrastructure loan repayment as applicable

•

does not incur meter reading or administration charges.

WMI does not levy a usage charge as long as water usage is below or equal to the access fee
allowance (which is 54 per cent, 42 per cent and 60 per cent of delivery entitlement for Buronga,
Coomealla and Curlwaa, respectively). This implies that an irrigator who uses more water than
the access allowance percentage is charged a fee equal to the access fee for each ML of water
used above that access allowance.
The hypothetical termination fees are calculated assuming 250 ML of delivery entitlement is held,
with either 50 or 100 per cent of this volume terminated.
WMI’s 2012−13 schedule of charges lists a termination fee which is slightly lower than 10 times
their fixed irrigation network charges. The lower, listed termination fee is used in the analysis in
chapter 6.
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This appendix provides background information to water planning and management (WPM)
activities and charges discussed in chapter 7, including:
•

the reporting of WPM activities and regulated WPM charges

•

the departments and water authorities that deliver WPM activities in the Basin

•

disclosure of WPM activities and regulated WPM charges by the Basin States and the
Australian Government, and

•

assumptions for the 2012−13 estimated total WPM revenue and cost data.
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Appendix C
Water planning and management activities
and charges

Reporting of WPM activities and regulated WPM charges
Water management is primarily a state government responsibility. In most Basin States this
reporting is carried out by the department responsible for water, although delivery of the activity
and collection of the charges may be carried out by other bodies. For example, in Victoria, the
Minister has delegated some powers to water authorities to set WPM charges.
The Water Charge (Planning and Management Information) Rules (the WCPMIR) require
individuals or agencies who determine regulated WPM charges to publish, or delegate
publication of, details about the regulated WPM charges they determine. The objective of these
rules is to increase the level of transparency for such charges and the processes by which the
Basin States determine such charges.
The WCPMIR set out detailed requirements for the information that must be published in relation
to a regulated WPM charge that includes:
•

the amount of the charge

•

who determines the charge

•

the water users to whom the charge applies

•

the activities associated with the charge and their costs, and

•

the relationship between the activity costs and the charges levied.

Basin State departments and water authorities that undertake
WPM activities
In Queensland, most WPM activities are carried out by the Department of Natural Resources and
Mines (DNRM). SunWater also undertakes some of these activities as part of its water
licence conditions.
In NSW, WPM activities are primarily undertaken by the NSW Office of Water (NOW). The State
Water Corporation of NSW also carries out some of these activities as part of its water licence
conditions. The Land and Property Information office undertakes some water registry functions.
In the ACT, WPM activities are undertaken by the ACT Environment and Sustainable
Development Directorate (ESDD), the Environment Protection Authority and
ACTEW Corporation.
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In Victoria, WPM activities are carried out by the Office of Living Victoria and the Victorian Water
Register within the Department of Environment and Primary Industries (DEPI). Some activities
are delegated to rural water authorities (e.g. Goulburn Murray Water (GMW), Lower Murray
Water (LMW), Grampians Wimmera Mallee Water (GWMW)), catchment management
authorities and the Environment Protection Authority.
In SA, the Department of Environment, Water and Natural Resources (DEWNR) plays a major
role in WPM along with the SA Murray-Darling Basin Natural Resources Management Board.
Some WPM activities are also undertaken by SA Water.
In relation to the Australian Government, WPM activities are carried out by the MDBA.
The ACCC’s 2012−13 request for information (RFI) was provided to the Basin State departments
and water authorities responsible for publishing information under the WCPMIR.

ACCC approach to monitoring WPM activities and charges
for 2012−13
The ACCC received RFI responses from eight Basin State departments and water authorities to
allow the ACCC to report on the extent of cost recovery for WPM activities in the MDB.
The 2012−13 RFI sought information regarding regulated WPM charges, WPM activities and the
associated costs.140 In response, the ACCC received the following information from the Basin
State departments and water authorities:
•

Queensland, Victoria, ACT and South Australia provided data about WPM charges and the
number of times the charge was imposed

•

NSW provided data about WPM charges

•

Victoria, South Australia and NSW provided cost data for WPM activities, and

•

Queensland and the ACT did not provide cost data.

The responses did not disaggregate information about:
•

whether WPM charges related to water resources other than MDB water resources

•

whether the WPM charges are in respect of urban water supply activities

Such charges are not subject to the WPMICR.141

Further detail on 2012−13 estimated revenues and costs
Queensland Department of Natural Resources & Mines (DNRM)
Regulated WPM charges determined by the Queensland Government are covered in
Schedules 14, 15A and 16 of the Water Regulations 2002 made under the Water Act 2000 (Qld).
The DNRM total WPM revenue estimate of about $1.6 million for 2012−13 is based on revenue
collected from:
•

surface and groundwater management area fees (both entitlement and usage)

•

metering charges

•

water licence fees and other transaction charges.

140 The 2012−13 RFI only requested cost information for those WPM activities where these costs were recovered
from water users through regulated WPM charges (i.e. not including WPM activities paid for from other revenue
sources).
141 See section 91(2) and 91(3) of the Water Act.
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In the 2012−13 RFI, DNRM noted that information provided to the ACCC’s 2011–12 RFI
regarding certain metering charges was incorrect. This resulted in a significant overestimation of
the WPM revenue. The Water Act 2000 (Qld) allows the DNRM to levy metering charges to
recover the costs of installation and reading of water meters. The 2012–13 WPM revenue
estimate excludes this data.
The DNRM did not provide cost data for WPM activities in 2012−13.

New South Wales Office of Water (NOW)
The NOW RFI provided an estimate of total WPM revenue of $41 million for 2012−13. The NOW
RFI provided charges for 2012−13 but did not state the number of times that certain WPM
charges were imposed.
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The water surface and groundwater management fees and metering charges are only collected
from the MDB, while the licence fees are levied on a state-wide basis.

NOW indicated its total WPM revenue is based on water management fees levied under the
Water Management Act 2000 (NSW) (the WMA). These include:
•

regulated surface and groundwater charges

•

unregulated surface and groundwater charges, and

•

metering charges.

In October 2012, the NOW informed the ACCC that charges imposed under the Water Act 1912
(NSW) were no longer collected within the MDB.
The NOW has provided a total WPM cost amount of $72.98 million for 2012−13, being the
sum of:
•

the user share of WPM costs, reported by NOW at $44.27 million, and

•

the government share of WPM costs, estimated by NOW at $28.71 million

For 2012−13, the total WPM cost provided by NOW differs from the ‘total efficient costs’
reported by IPART following their determination of charges under the WMA.142

Australian Capital Territory Environment and Sustainable Development
Directorate (ESDD)
The ESDD total WPM revenue estimate of just over $25 million for 2012−13 relates to revenue
collected from
•

the Water Abstraction Charge (WAC) levied under the Water Resources Act 2007 (ACT), and

•

other regulated WPM charges (mostly transaction charges).

The majority of this revenue relates to charges received from urban water users, rather
than irrigators.
In their RFI response, the ESDD provided some discussion of cost categories without providing a
total cost for WPM activities in 2012−13. ESDD noted that in 2012−13 it had corporate service
costs of approximately $1.8 million and operating costs of $4.6 million. ESDD noted that in
2011−12 that it had capital costs of $45 million, but indicated that these costs were lumpy and
could not provide a capital cost amount for 2012−13.

142 IPART, Review of prices for the Water Administration Ministerial Corporation—Final Report, February 2011, p. 10.
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Victorian Department of Environment and Primary Industries (DEPI,
formerly the Department of Sustainability and Environment)
The DEPI total WPM revenue estimate of almost $84 million for 2012−13 is based on revenue
collected from:
•

the Environmental Contribution Order 2008−12 (Environmental Contribution)

•

charges levied by the Victorian Water Register, and

•

salinity management charges imposed in special salinity management zones.

The majority of this revenue ($69.4 million) is collected from rural and urban water authorities
through the Environmental Contribution. The Victorian Water Register collects a number of small
water access right and transaction charges (totalling $2.4 million). This year DEPI identified three
sets of salinity management charges (about $12 million) for the first time. These charges are
determined by the Minister, imposed by LMW and assist the salinity management activities of
the Mallee Catchment Management Authority.
The total DEPI WPM cost of almost $33million for 2012−13 incorporates costs for a specific set
of WPM activities identified in the Victorian Government’s Our Water Our Future policy. Under
the Water Industry Act 1994 (Vic), DEPI is required to report annually on the expenditures
funded by the Environmental Contribution.143

Goulburn Murray Water (GMW), Lower Murray Water (LMW) and Grampians
Wimmera Mallee Water (GWMW)
GMW, LMW and GWMW have been delegated responsibilities under the Water Act 1989 (Vic) to
determine certain WPM charges.144 All three water authorities determine water access right
charges and transaction charges for customers within their districts.
The estimated total WPM revenue for 2012−13 for:
•

GMW is based on transaction charges and a fixed water access right charge (the
groundwater intensive management fee) levied in the MDB

•

LMW is based on transaction charges and fixed water access right charges (salinity charges)
levied in the MDB145

•

GWMW is based on fixed and variable water access right charges and transaction charges
levied in the MDB.

South Australian Department of Environment, Water and Natural Resources
(DEWNR)
The DEWNR total WPM revenue estimate of $30.22 million for 2012−13 is based on revenue
collected from three broad charge groups:
•

the Save the River Murray Levy

•

Division 2 Natural Resource Management Levies, and

•

other transaction charges (water licences, approvals and other permits) levied under the
Natural Resource Management Act 2004 (SA) and the Waterworks Act 1932 (SA).

The WPM revenue estimate related to WPM charges levied both inside and outside the MDB.

143 Department of Environment and Primary Industries, Department of Environment and Primary Industries Annual
Report 2012−13, Sept 2013, p. 199.
144 The charges must be set consistent with the pricing principles developed by the Essential Service Commission of
Victoria.
145 The transaction charges relate to a number of water registry functions delegated to LMW. The salinity charge is a
salinity management fee levied by LMW on private diverters on the basis of water share held.
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In the context of the 2012−13 RFI, DEWNR provided new data that revised the estimated WPM
revenue for 2011−12. DEWNR noted that information provided to the ACCC in the 2011−12 RFI
regarding the categories of water users and the amounts paid within the Save the River Murray
Levy had been incorrect. The new data revised the estimated WPM revenue from $26 378 856 to
$29 604 062.
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The total WPM cost of $35.64 million for 2012−13 is based on activities identified that specifically
relate to the MDB.
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ACCC contacts
ACCC Infocentre: business and consumer inquiries: 1300 302 502
Website: www.accc.gov.au
Translating and Interpreting Service: call 13 1450 and ask for 1300 302 502
TTY users phone: 1300 303 609
Speak and Listen users phone 1300 555 727 and ask for 1300 302 502
Internet relay users connect to the NRS (see www.relayservice.com.au and ask for 1300 302 502)

ACCC addresses
National office
23 Marcus Clarke Street
Canberra ACT 2601
GPO Box 3131
Canberra ACT 2601
Tel: 02 6243 1111
Fax: 02 6243 1199
New South Wales
Level 20
175 Pitt Street
Sydney NSW 2000
GPO Box 3648
Sydney NSW 2001
Tel: 02 9230 9133
Fax: 02 9223 1092
Victoria
Level 35
The Tower
360 Elizabeth Street
Melbourne Central
Melbourne Vic 3000
GPO Box 520
Melbourne Vic 3001
Tel: 03 9290 1800
Fax: 03 9663 3699

Queensland
Brisbane
Level 24
400 George Street
Brisbane Qld 4000
PO Box 12241
George Street Post Shop
Brisbane Qld 4003
Tel: 07 3835 4666
Fax: 07 3835 4653
Townsville
Suite 2, Level 9
Suncorp Plaza
61–73 Sturt Street
Townsville Qld 4810
PO Box 2016
Townsville Qld 4810
Tel: 07 4729 2666
Fax: 07 4721 1538
South Australia
Level 2
19 Grenfell Street
Adelaide SA 5000
GPO Box 922
Adelaide SA 5001
Tel: 08 8213 3444
Fax: 08 8410 4155

156

Western Australia
3rd floor, East Point Plaza
233 Adelaide Terrace
Perth WA 6000
PO Box 6381
East Perth WA 6892
Tel: 08 9325 0600
Fax: 08 9325 5976
Northern Territory
Level 8
National Mutual Centre
9−11 Cavenagh St
Darwin NT 0800
GPO Box 3056
Darwin NT 0801
Tel: 08 8946 9666
Fax: 08 8946 9600
Tasmania
Level 3
Telstra Building
Hobart Tas 7000
GPO Box 1210
Hobart Tas 7001
Tel: 03 6215 9333
Fax: 03 6234 7796

www.accc.gov.au

