ACCC Water Monitoring Report 2013–14

April 2015

ISBN 978 1 922145 51 2

Australian Competition and Consumer Commission 
23 Marcus Clarke Street, Canberra, Australian Capital Territory, 2601 

© Commonwealth of Australia 2015

This work is copyright. In addition to any use permitted under the Copyright Act 1968, all material contained within this work is provided under a Creative Commons Attribution 3.0 Australia licence, with the exception of:

· •
the Commonwealth Coat of Arms

· •
the ACCC and AER logos

· •
any illustration, diagram, photograph or graphic over which the Australian Competition and Consumer Commission does not hold copyright, but which may be part of or contained within this publication.

The details of the relevant licence conditions are available on the Creative Commons website, as is the full legal code for the CC BY 3.0 AU licence. 

Requests and inquiries concerning reproduction and rights should be addressed to the Director, Corporate Communications, ACCC, GPO Box 3131, Canberra ACT 2601, or publishing.unit@accc.gov.au.
Important notice 

The information in this publication is for general guidance only. It does not constitute legal or other professional advice, and should not be relied on as a statement of the law in any jurisdiction. Because it is intended only as a general guide, it may contain generalisations. You should obtain professional advice if you have any specific concern. 

The ACCC has made every reasonable effort to provide current and accurate information, but it does not make any guarantees regarding the accuracy, currency or completeness of that information. 

Parties who wish to republish or otherwise use the information in this publication must check this information for currency and accuracy prior to publication. This should be done prior to each publication edition, as ACCC guidance and relevant transitional legislation frequently change. Any queries parties have should be addressed to the Director, Corporate Communications, ACCC, GPO Box 3131, Canberra ACT 2601, or publishing.unit@accc.gov.au.

ACCC 05/15_934

www.accc.gov.au
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BWS
Bulk water supplier
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Competition and Consumer Act 2010 (Cth)
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Consumer Price Index

DNRM
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DEPI
Vic Department of Environment and Primary Industries

DEWNR
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ESC
Essential Services Commission (Victoria)
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Goulburn-Murray Water
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Grampians Wimmera Mallee Water

IIO
Irrigation infrastructure operator

IN
Irrigation network

IPART
Independent Pricing and Regulatory Tribunal

LMW
Lower Murray Water

MDB
Murray-Darling Basin 

MDBA
Murray-Darling Basin Authority

MI
Murrumbidgee Irrigation Limited

MIL
Murray Irrigation Limited

ML
Megalitre (one million litres)

MP
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NOW
NSW Office of Water

NCP
Network consultation paper

NSP
Network Service Plan

NVIRP
Northern Victoria Irrigation Renewal Project

NWC
National Water Commission

NWI
National Water Initiative

PIIOP
Private Irrigation Infrastructure Operators Program

QCA
Queensland Competition Authority

RFI
Request for information
RIT
Remark Irrigation Trust

SDL
Sustainable diversion limit

SRWUIP
Sustainable Rural Water Use and Infrastructure Program

TNAC
Total Network Access Charge

WAE
Water access entitlement

WCIR
Water Charge (Infrastructure) Rules 2010

WCPMIR
Water Charge (Planning and Management Information) Rules 2010

WCTFR
Water Charge (Termination Fees) Rules 2009

WMI
Western Murray Irrigation Limited

WMR
Water Market Rules 2009

WPM 
Water Planning and Management 

WTR
Water Trading Rules

Glossary

	Basin State
	means NSW, Victoria, Queensland, SA, or the ACT.

	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 (BWS)
	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

(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)

	reporting BWS
	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 

	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

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

•
Water Charge (Infrastructure) Rules 

•
Water Charge (Planning and Management Information) Rules

•
Water Charge (Termination Fees) Rules

See s. 91 of the Act for a full definition

	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 that would have been payable for access to an operator’s irrigation network by an irrigator in respect of a full financial year if termination or surrender had not occurred, excluding:

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

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

•
connection/disconnection fees

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

•
fees under ACCC approved contracts

	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

va water allocation

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

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

	watercourse
	means a river, creek or other natural watercourse (whether modified or not) in which water is contained or flows (whether permanently or intermittently) and includes:

(i)
a dam or reservoir that collects water flowing in a watercourse

(ii)
a lake or wetland through which water flows

(iii)
a channel into which the water of a watercourse has been diverted

(iv)
part of a watercourse

(v)
an estuary through which water flows

	Water Charge (Infrastructure) Rules 2010 (WCIR)
	water charge rules for fees and charges payable to an infrastructure operator for: 

•
bulk water charges 

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

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

	Water Charge (Planning and Management Information) Rules 2010 (WCPMIR)
	water charge rules relating to charges for water planning and water management activities in the Murray-Darling Basin and requiring the publication of information on the details of the charge and the process for determining the charge

	Water Charge (Termination Fees) Rules 2009 (WCTFR) 
	water charge rules for fees or charges payable to an IIO in relation to terminating access to an operator’s irrigation network (or services relating to such termination), or surrendering a right to delivery of water through the operator’s irrigation network

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

	Water Market Rules 2009 (WMR)
	rules dealing with actions or omissions of an IIO that prevent or unreasonably delay transformation arrangements or trade

	water service infrastructure
	infrastructure for one or more of the following purposes:

(i)
the storage of water

(ii)
the delivery of water

(iii)
the drainage of water

for the purpose of providing a service to another person

	water trading rules (WTR)
	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 commenced on 1 July 2014 and are enforced by the Murray-Darling Basin Authority.


Key findings

The Water Act and associated rules have resulted in significant improvements to the scope and functionality of water markets in the Murray-Darling Basin (MDB). 

However, there are still significant differences in the water charging regimes applied across the MDB. Tariff structures and the way in which government water planning and management charges and bulk water charges are passed on to irrigators, vary considerably within and between Basin States. 

•
Victorian bulk water suppliers (BWSs) continue to recover costs through 100 per cent fixed charges, while BWSs in NSW and Queensland recover costs through both fixed and variable charges. Bulk water charges are not levied in SA.

•
Nearly all irrigation infrastructure operators (IIOs) employ fixed charges levied on the volume of water delivery right held and variable charges on the amount of water used. Some IIOs also impose account or connection fees, casual water use charges or a tiered tariff structure. The relative weighting between these charges varies across IIOs and over time.

These differences are likely to influence irrigators’ decisions on using, carrying over and trading their water and may affect the efficiency of water use across the MDB.

Reflecting these different pricing approaches, and differences in cost recovery, changes in estimated bills have varied significantly across the MDB. 

•
In 2013−14, estimated BWS bills increased by between one and 20 per cent (in nominal terms). Since 2009−10, most BWS bills increased by between 20 and 100 per cent, although some bills in the northern MDB decreased.

•
IIO bills increased modestly in most irrigation networks in 2013−14. Most bills increase by between 2 and 4 per cent, with generally lower increases in pressurised irrigation networks than in gravity-fed irrigation networks. IIO bill increases since 2009−10 range from four to 71 per cent.

In December 2014, the ACCC was requested, by the Parliamentary Secretary to the Minister for the Environment to review the water charge rules. The ACCC will provide advice to the Minister on measures to improve the efficiency of water charging arrangements throughout the rural water sector. The ACCC will consult extensively in conducting its review.

2013−14 saw the lowest volume of irrigation rights transformed into water access entitlements since 2009−10. On 30 June 2014, more than 85 per cent of irrigation rights held at 1 July 2009 remain untransformed. Despite only a relatively small proportion of irrigators transforming, there have been significant improvements in the efficiency and effectiveness of rural water markets. The number and volume of water delivery rights terminated was broadly similar to previous years.

An increasing proportion of customers transforming their irrigation right are electing not to terminate any of their right of access to the irrigation network—this increases their flexibility in making future decisions on water use. The number of terminations without transformation also increased, much of which was related to irrigation network rationalisation. 

While transformation processing times by government bodies are comparable, the median IIO processing time was significantly longer in NSW IIOs compared to SA IIOs. The ACCC identified fewer compliance concerns in 2013−14 than in previous years. This is consistent with transformations and terminations becoming part of ordinary business practice for infrastructure operators.

Summary

The Water Act 2007 has an objective of enabling the Commonwealth, in conjunction with the Basin States, to manage the Basin water resources in the national interest. This includes by promoting the use and management of the Basin water resources in a way that optimises economic, social and environmental outcomes. The Water Act also has the object of providing for the collection, collation, analysis and dissemination of information about Australia’s water resources and the use and management of water in Australia. 

This is the fifth annual water monitoring report by the Australian Competition and Consumer Commission (ACCC) to the Commonwealth Minister responsible for water.

This report outlines that significant progress has been made to improve water markets in the MDB through the Water Act and associated rules. These reforms continue to improve the scope and functionality of water markets.

Water markets are facilitated through the water planning and management activities of governments and the operation of infrastructure used to store and deliver water to users. 

The natural monopoly characteristics of infrastructure operators mean that direct competition is unlikely to develop between them. In the absence of competition, infrastructure operators hold market power, which can result in prices, quality, service levels or innovation diverging from competitive levels. As customers are not able to change service providers without incurring substantial costs, these infrastructure operators may have the ability to engage in discriminatory behaviour against customers, certain customer types or potential customers, undermining the efficient use of water resources and water infrastructure. 

Irrigation infrastructure operators (IIOs) are a type of infrastructure operator that often holds statutory water access rights on behalf of its customers. IIOs have an incentive to prevent water being traded from their area of operations. Such barriers could include high termination fees or restrictions on customers’ ability to transform their contractual right to water into a more widely tradeable statutory right. 

The ACCC address these issues by monitoring the rural water sector and applying the water market and charge rules made by the Minister under the Act. In particular, by ensuring compliance with the rules, the ACCC regulates the charging practices of natural monopoly infrastructure operators on certain matters, reduces barriers to trade, improves irrigators’ access to markets and ensures greater pricing transparency throughout the Murray-Darling Basin (MDB).

Regulating water charges 

All water market participants in the MDB are impacted by regulated water charges. There is growing recognition of the impact these charges have on irrigators’ decisions to use, carry over or trade their water. 

To regulate the charges imposed on water market participants there are three sets of water charge rules enforced by the ACCC: 

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

•
The Water Charge (Infrastructure) Rules 2010 (WCIR) apply to charges imposed by infrastructure operators—reported here as being either bulk water suppliers (BWS) or irrigation infrastructure operators (IIOs)—in one of three different approaches depending on the operator’s size and ownership. The rules require the charges of the largest infrastructure operators to be approved or determined by a regulator. They also require all infrastructure operators to provide information to their customers about their charges, and prohibit certain types of price discrimination.

•
The Water Charge (Termination Fees) Rules 2009 (WCTFR) regulate the termination fee an IIO can impose on an irrigator terminating their right of access to the IIO’s irrigation network and limit the circumstances where such a fee can be imposed. 

Regulated charges are imposed by Basin State departments and water authorities, BWSs and IIOs to recover costs of their activities.

Basin State departments and water authorities

Basin State departments and water authorities impose charges that recover a proportion of the costs associated with their WPM activities. These activities support the sustainable management of water resources, ensure the integrity of water access entitlement frameworks and administer the trade of water access rights.

WPM charges typically increase each year by a consistent amount such as the Consumer Price Index or according to a price path approved by a Basin State regulator. Aside from the significant increase in the Victorian Government’s Environmental Contribution, WPM charges increased slightly in 2013−14. 

The WCPMIR require Basin State departments and water authorities to publish cost information. The ACCC continues to work with Basin State department and water authorities to ensure data is presented that reflects, as accurately as possible, the WPM activities and associated costs despite practical limitations. 

WPM costs for five of the six Basin State departments and water authorities that provided cost data have declined between 2011−12 and 2013−14. For most Basin State departments and water authorities, WPM costs still exceed the revenue from WPM charges, with the balance borne by Basin State taxpayers.

Bulk water suppliers

BWSs impose bulk water charges on their customers to recover costs related to harvesting, storing and delivering water through natural watercourses. 

Bulk water charge regimes continue to vary across BWSs in the MDB. For three bulk water suppliers, the WCIR requires regulated charges to be approved or determined by an independent economic regulator. The ACCC made its first water charge determination under the WCIR for State Water in 2014. Lower Murray Water (LMW) and Goulburn-Murray Water (GMW) are regulated by the Essential Services Commission (ESC) in Victoria, according to the WCIR and under accreditation arrangements. 

Two further BWSs (in Queensland) have their charges regulated by the Queensland Competition Authority (QCA) according to Basin State legislation. There is no BWS in SA. Relevant water storage and delivery actions are performed by the Murray-Darling Basin Authority (MDBA). The MDBA does not currently levy any charges to recover these costs but is funded through arrangements set out in the MDB Agreement. SA irrigators contribute to this funding through WPM charges levied by the SA Government. 

The level of bulk water charges varies significantly across different systems and charge categories in BWSs. Larger systems in the Murray and Murrumbidgee rivers tend to have lower bills than smaller systems in the MDB. This is in part due to the significant degree to which bulk water services are provided through the MDBA.

Aside from the dollar amount of the charges, the biggest difference in BWS charge regimes is the proportion of fixed and variable charges imposed on BWS customers. LMW and GMW impose 100 per cent fixed charges on customers, whereas State Water and the two Queensland BWSs have a mix of fixed and variable charges. 

Charts S.1 and S.2 present the total hypothetical bill for BWS customers in 2013−14 and the components of the bill associated with fixed and variable charges. 

Chart S.1
BWSs—southern MDB—total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—fixed and variable components, 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart S.2
BWSs—southern MDB—total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—fixed and variable components, 2013−14

[image: image2.jpg]



Source:
ACCC from data provided by reporting entities.

BWS customers also incur WPM charges which are either imposed directly on them by the relevant Basin State department and water authority or imposed as a pass-through charge by the BWS. The proportion of most BWS hypothetical bills associated with WPM charges is roughly 20 per cent.

In 2013−14, all hypothetical bills for BWS customers increased. Charts S.3 and S.4 show the nominal percentage changes in hypothetical bills for systems in the southern and the northern MDB between 2012−13 and 2013−14.

Chart S.3
BWSs—southern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart S.4
BWSs—northern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Irrigation infrastructure operators

IIOs impose irrigation network charges on irrigators to recover costs of maintaining and operating their irrigation network.

For most reporting IIOs, the WCIR impose modest requirements in relation to the transparency of charges and prohibits charging discrimination between irrigation right holders and other types of customers. 

The transparency requirements have improved information availability across the MDB—chiefly through a requirement to publish a schedule of charges. However, due to the considerable differences in terminology and approach across IIOs, comparing charges across operators or over time is difficult. The Water Act and water charge rules gives the ACCC an ongoing monitoring role in this area. To assist with the comparison, the ACCC produces a number of hypothetical bills.

Charging regimes continue to vary considerably across the MDB for IIOs. This variation reflects differences in IIOs’ technology, scale, level of service, infrastructure age and type, business model and applicable regulatory approaches. 

There can be considerable differences in the irrigation network charges imposed by different IIOs in the MDB. On balance, hypothetical bills in pressurised irrigation networks tend to be larger than bills in gravity-fed irrigation networks. The total hypothetical bills for irrigators with 250 ML of water delivered range from $14 307 to $50 300 in pressurised irrigation networks and from $4958 to $32 836 in gravity-fed irrigation networks.

Included in the total hypothetical bill are bulk water and WPM charges which irrigators also pay. These charges are passed through to IIO customers in a variety of ways. The proportion of hypothetical bills associated with WPM and bulk water charges depends on the size of the IIO. The proportion is higher for smaller IIOs (which tend to be gravity-fed irrigation networks and have lower irrigation network charges) and lower for larger IIOs. In pressurised irrigation networks, the proportion of bills attributable to bulk water and WPM charges range from 6.2 per cent to 20.9 per cent whereas the proportion of bulk water and WPM charges range from 9.6 per cent to 69.1 per cent in gravity-fed irrigation networks.

In 2013−14, the majority of hypothetical bills for irrigation network customers increased. However, a smaller number either decreased or remained unchanged from the 2012−13 bills. The charts below show the change in hypothetical bills for irrigation network customers between 2012−13 and 2013−14 in pressurised (chart S.5) and gravity-fed (chart S.6) irrigation networks. The bills are broken down to show the effect of changes in irrigation network charges, bulk water charges and WPM charges. 

Chart S.5
IIOs—dollar change in WPM, bulk water and irrigation network charges for irrigators in pressurised irrigation networks—250 ML of water access entitlement, 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart S.6
IIOs—dollar change in WPM, Bulk and irrigation network charges for irrigators in gravity-fed irrigation networks—250 ML of water access entitlement, 100 per cent water delivered, 2012−13 to 2013−14

[image: image6.jpg]



Source:
ACCC from data provided by reporting entities.

Longer term trends in regulated water charges

The ACCC has produced hypothetical bills for BWS and IIO customers for five years. 

BWS customers in the southern MDB have experienced bill increases of between 20 per cent and 70 per cent in nominal terms from 2009−10 to 2013−14. As shown in charts S.7 and S.8 below, there is more variation in the northern MDB. The majority of bills for systems in the northern MDB increased by between 20 per cent and 95 per cent in nominal terms over the last five years. A small number of bills have increased by less than 20 per cent with three bills even decreasing across the same period. 

Chart S.7
BWSs—southern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart S.8
BSWs—northern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

BWS customers along the River Murray have all experienced different changes to the total bill amount since 2009−10. A private diverter in GMW’s Murray system will pay approximately twice as much in regulated charges as a NSW Murray private diverter and nearly four times as much as an SA Murray private diverter.

For IIO customers, hypothetical bill increases since 2009−10 range from between just under 10 per cent to over 65 per cent, in nominal terms.

The termination fee an IIO can impose on a terminating irrigator is directly related to the proportion of total bill associated with the Total Network Access Charges or fixed irrigation network charges. Since 2009−10, the proportion of hypothetical bill associated with fixed irrigation network charges in pressurised and large IIO irrigation networks has remained relatively constant. This is in contrast to small IIO irrigation networks where the proportion of fixed irrigation network charges—and therefore the potential termination fee—has varied significantly over time. This is shown in chart S.9. 

Chart S.9
Smaller IIOs—proportion of irrigation network charges in hypothetical bills that are fixed—250 ML of water access entitlement, 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Addressing barriers to trade

Australia, and in particular the 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. 

The volume of water access entitlement and water allocation trade has been increasing since 2007−08. 

Trade volumes have increased in part due to measures designed to give irrigators greater control over their water and infrastructure access and use decisions. 

Transformation of irrigation rights

Until 2009, many irrigators within irrigation networks in NSW and SA could only trade their right to water with the approval of the IIO operating that irrigation network. 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. 

By transforming their irrigation right into a statutory water access entitlement, irrigators can more easily trade their water to areas beyond their own irrigation network, free of restrictions imposed by their IIO. The Water Market Rules 2009 (WMR) prevent an IIO from unreasonably delaying the transformation of irrigation rights and imposing excessive processing fees. 

Since 2009−10 there has been a significant decline in the annual number of applications for transformation, the total volume of water transformed and the average volume transformed in each application. This downward trend continued in 2013−14. The overwhelming majority of irrigation rights that were in existence in 2009 remain untransformed.

Although within the limits imposed by the WMR, median IIO transformation processing times continue to be significantly higher in NSW compared to SA. Significant processing delays may limit an irrigator’s ability to maximise their returns from their water, where trading opportunities are time sensitive. Chart S.10 below shows the median processing time for 2013−14 in NSW and SA. 

Chart S.10
NSW and SA—median days to process applications for transformation, breakdown between IIO and government processing, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Termination of water delivery rights

The WCTFR regulates the maximum amount that an IIO can impose on an irrigator who terminates their right of access to the IIO’s irrigation network and the circumstances in which this charge can be imposed. Prior to the introduction of the WCTFR, irrigators throughout the MDB faced very high fees to terminate water delivery rights or were forced to terminate their right of access if they traded water externally. 

Irrigators took advantage of the lower termination fees brought about by the introduction of the WCTFR, and higher water prices, to trade water and adjust their access to IIO’s irrigation networks to better align their access to water with their business needs. 

As with transformation, there was a very large volume of water delivery right terminated upon the commencement of the WCTFR, most of which was accompanied by a transformation. However, once this initial backlog was met, there has been a fairly steady trend in overall terminations since 2010−11. Over this time, there has also been an increasing trend of irrigators terminating their water delivery right without transforming any irrigation right (see chart S.11 below). Infrastructure upgrades and network rationalisations in several larger IIOs are likely to be a reason for this. 

Chart S.11
All IIOs that can give effect to transformation—number of customers, transformation and/or termination decisions, 2009−10 to 2013−14

[image: image11.jpg]



Source:
ACCC from data provided by reporting IIOs.

Irrigators who wish to reduce (in part or in full) their right of access to an IIO’s irrigation network must either terminate or trade their water delivery right. On 1 July 2014, the water trading rules (part of the Basin Plan) commenced. The rules, enforced by the MDBA, prohibit an IIO from unreasonably restricting the trade of water delivery rights. The effect of these rules on the level of water delivery right trade and termination will be considered in future monitoring reports.

Maintaining a culture of compliance

The ACCC receives a steady stream of complaints and inquiries in relation to the water market rules and water charge rules and, during 2013−14, conducted 13 investigations. 

Transformations and terminations are now considered part of ‘business as usual’ for most larger, and some smaller, IIOs. Nevertheless, operator practices continue to evolve and the ACCC will continue to engage with operators to ensure these changes are consistent with the water market rules and water charge rules. 

Where potential compliance concerns exist, the ACCC will continue to take a graduated response in favour of a cooperative resolution, with formal enforcement as a last resort. 

Improving the regulatory framework 

While there has been significant progress in water market reforms since the commencement of the Water Act, there is scope for refinements to the Commonwealth’s legislative framework to improve market and charging outcomes and reduce the level of regulatory burden.

Throughout 2014, a review was undertaken of the Water Act.
 The Independent Expert Panel provided its findings and a number of recommendations at the end of 2014. The Commonwealth Government will provide its full response during 2015. 

As part of the Commonwealth Government’s interim response, the Parliamentary Secretary to the Minister for the Environment requested the ACCC to review the three sets of water charge rules. 

The ACCC will consult widely with infrastructure operators, irrigators, Basin State departments, water authorities and other interested parties in conducting the review and developing its advice. The ACCC will also draw on the information obtained through its monitoring role.

The ACCC’s advice and proposed rule amendments will be provided to the Minister by the end of December 2015. Further information on this review is available on the ACCC’s website.
 

The review of the water charge rules will cover a range of issues, including:

•
the consistency of water charging regimes across the MDB

•
the appropriateness of the tiered regulatory approach in the WCIR

•
ensuring the WCIR are able to appropriately regulate charges imposed by intergovernmental entities such as the MDBA 

•
the interaction between the WCIR and third party access regimes

•
options for improving the effectiveness of the WCPMIR 

•
the clarity of drafting in the rules, and the potential for their combination into one instrument

In addition, the Bureau of Meteorology is leading an Interagency Working Group on the collection of water information by Commonwealth agencies. The Interagency Working Group aims to reduce the duplication and regulatory burden of water information collected by Commonwealth agencies. Consultation has been undertaken with all relevant data providers. This report will be provided to the Minister during 2015. 

The ACCC has made a number of changes to its processes for requesting information for this monitoring report. This has significantly reduced the costs to Basin State departments, water authorities and infrastructure operators. The ACCC will continue to look for ways to improve the efficiency of its monitoring activities.

Chapter 1
Introduction

This chapter provides an overview of the ACCC’s roles in the Murray-Darling Basin (MDB) and its approach to monitoring.

	Key points

•
The ACCC’s roles under the Water Act 2007 help to promote more efficient market outcomes and greater transparency in water charging arrangements in the rural water sector.

•
Under the Water Act 2007, the ACCC has a monitoring role, a price setting role, an enforcement role and an advisory role.

•
The ACCC’s functions primary relate to rules made under Part 4 of the Water Act 

Water Market Rules 2009

Water Charge (Termination Fees) Rules 2009

Water Charge (Infrastructure) Rules 2010 

Water Charge (Planning and Management Information) Rules 2010. 

•
The ACCC is committed to reducing the regulatory burden associated with its monitoring activities by simplifying and streamlining information requirements.


The ACCC’s role

The ACCC has a number of roles which directly and indirectly impact on the development of water markets. The ACCC’s involvement in the regulation of water charges and transformation arrangements
 helps create an environment for making water markets work. Where trade is well developed, water markets are an efficient means of allocating scarce water resources between competing uses.

The Water Act 2007 (the Water Act) gives the ACCC the following four main functions in the MDB
: 

•
A monitoring role—for regulated water charges, transformation arrangements and compliance with the water market rules and water charge rules

•
A price setting role—for certain regulated water charges under the water charge rules. This price setting role can also be performed by an accredited Basin State regulator. 

•
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 Murray Darling Basin Authority (MDBA) on water trading rules forming part of the Basin Plan.

The ACCC’s functions primarily relate to four sets of rules made under Part 4 of the Water Act set out below. The ACCC’s guidance materials on these rules can be accessed through the ACCC’s website.

Water Market Rules 2009 

In NSW and SA many irrigators’ rights to water take the form of an ‘irrigation right’ held against the irrigation infrastructure operator (IIO). The IIO itself holds the statutory water access entitlement and the IIO’s consent is required for this water to be traded. IIOs face an incentive to maximise the amount of water delivered through their irrigation networks and, as such, may wish to restrict water trade out of their networks. 

The Water Market Rules 2009 (WMR) prohibits the actions or omissions of an IIO that prevent or unreasonably delay an irrigator from transforming an irrigation right into a water access entitlement. The WMR rules came into full effect on 1 January 2010. The WMR seek to ensure that the IIOs administrative requirements do not represent a barrier to trade. The WMR contribute to the Basin water market and trading objectives by facilitating the operation of efficient water markets and opportunities for trade.

Water Charge (Infrastructure) Rules 2010 

The Water Charge (Infrastructure) Rules 2010 (WCIR) set requirements relating to the fees and charges payable to infrastructure operators; to bulk water suppliers (BWS) 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.

The purpose of the WCIR is to address the market power that infrastructure operators have as natural monopolies in the rural water market. The nature of water infrastructure means that competition is unlikely to develop between infrastructure operators. In the absence of competition, prices, quality, service levels and innovation can diverge from competitive levels which can result in less efficient market outcomes. The WCIR aims to promote efficient market outcomes, introduce a more consistent approach to pricing with greater transparency across the Basin States and prohibit certain discriminatory pricing practices.

Water Charge (Termination Fees) Rules 2009 

Irrigators within an IIO’s irrigation network are required to pay charges to maintain their right of access to the network (often represented as a water delivery right). If an irrigator no longer wants to maintain access they are generally required to pay a termination fee. 

The Water Charge (Termination Fees) Rules 2009 (WCTFR) regulates the maximum amount of the termination fee payable to an IIO upon the termination or surrender of access to an IIO’s irrigation network. The WCTFR cap the termination fee multiple at 10 times the total fixed irrigation network charges actually paid by the irrigator in that year. 

The WCTFR also limit the circumstances where an IIO can impose a termination fee. For example an irrigator can no longer be made to pay a termination fee simply because they have traded their water access right or their water delivery right. The WCTFR came into full effect on 1 September 2009. 

The purpose of the WCTFR is to address potential barriers to trade and contribute to the efficient functioning of water markets. The objective is to strike a reasonable balance between providing incentives for efficient investment in irrigation and on-farm infrastructure, rationalisation and water trade. 

Water Charge (Planning and Management Information) Rules 2010

As part of the National Water Initiative, Basin States agreed to pursue cost recovery for their water planning and management (WPM) activities. The Water Charge (Planning and Management Information) Rules 2010 (WCPMIR) aim to advance the Basin water charging objectives and principles relating to cost recovery of WPM activities. 

The WCPMIR require persons determining charges for WPM activities to publish information about these charges and about the costs of the activities associated with these charges. The WCPMIR seeks to make information on WPM charges more widely and consistently available across Basin States. The WCPMIR came into full effect on 1 July 2011.

The ACCC’s approach to water monitoring

The ACCC’s monitoring role requires the ACCC to give the relevant Minister an annual water monitoring report, which is released publicly to improve information flows to the market.

Under the Water Act the ACCC has the responsibility to monitor:

•
regulated water charges
 

•
transformation arrangements
 and 

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

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 schedule of charges and transformation policies 

•
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 the Bureau of Meteorology, or obtained by the ACCC in the course of liaison with those agencies.

The ACCC’s formal information gathering involves annual data collection in the form of requests for information (RFIs) from BWSs, IIOs, Basin State departments and water authorities listed in table 1.1.
 Information requests were provided to these reporting entities in August 2014 and responses were received up until December 2014. 

The ACCC has a continuous commitment to reducing the level of ‘red tape’ associated with its water monitoring activities. Following an internal review, the ACCC has made a number of changes to its RFIs to reduce the burden on all reporting entities. The most recent RFIs were simplified and streamlined to increase readability and reduce the estimated completion time. The 2013−14 RFIs:

•
reduced the number of questions by between 37 per cent and 77 per cent (depending on the type of RFI sent) 

•
simplified the RFIs sent to IIOs and BWSs to improve readability 

•
pre-filled answers, where possible, with reference to published information or information provided in previous RFIs and

•
tailored RFIs for each operator to remove unnecessary questions. 

The ACCC will continue to explore ways to reduce the regulatory burden on reporting entities, including in conjunction with other Commonwealth agencies with roles in the water sector.

Table 1.1
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): 10 DEPI
	
	
	

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

	Eagle Creek Pumping Syndicate (NSW): Eagle Creek
	
	
	

	Environment & Sustainable Development Directorate (ACT): 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):11 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
	
	
	


Chapter 2
Rural water supply chain

This chapter provides an outline of the rural water supply chain including:

•
the entities involved in the supply chain

•
the types of tradeable water rights

•
an explanation of transformation and termination

•
a brief overview of water trading in 2013−14

•
the regulated water charges imposed.

	Key points

•
Rural water markets in the MDB are influenced through the charges set by Basin State departments and water authorities, BWSs and IIOs. 

•
Water markets in the MDB have differing levels of maturity; water allocation trade is well established with high trade volumes while other markets, such as water delivery right trade, are newer and have much lower volumes of trade.

•
Irrigators who hold an irrigation right against an IIO may transform all or part of this irrigation right into a statutory water access entitlement which can be traded or mortgaged without seeking further IIO approval.

•
Water delivery rights can be terminated or traded. Irrigators terminating their water delivery right (right of access to an IIO’s irrigation network) can be required to pay a termination fee. This fee is capped to limit barriers to exit and encourage trade.


2.1
Supply chain participants

The rural water supply chain consists of government entities, bulk water suppliers (BWS)s, irrigation infrastructure operators (IIO)s and irrigators who extract water directly from natural watercourses (private diverters) or from an IIO’s irrigation network. 

Basin State departments and water authorities undertake water planning and management (WPM) activities to plan for and manage water resources. These activities include:

•
managing water access entitlements 

•
managing trade registers 

•
making water allocation decisions

•
water monitoring 

•
environmental works to minimise the negative impacts of consumptive use. 

Governments may recover some or all of these costs through WPM charges. These charges may be levied on BWSs, IIOs or on water users directly.

WPM activities and their associated costs, and WPM charges and their estimated revenue, are further discussed in chapter 3.

BWSs manage bulk water storage facilities and deliver water through watercourses to customers, which include IIOs and private diverters. BWSs can also undertake other activities such as flood mitigation and urban or commercial water delivery.

BWSs and bulk water charges are further discussed in chapter 4.

IIOs are customers of BWSs. An IIO’s core activity is extracting water from a natural 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 irrigation network primarily using open channels. In other areas, the IIO may operate a pressurised irrigation network and pump water to its customers through pipes. Pumping involves higher operational costs compared to gravity-fed channel systems.

IIOs and irrigation network charges are further discussed in chapter 5. Transformation and termination activity of IIO customers and trade are further discussed in chapter 6.

Figure 2.1 provides a pictorial representation of the rural water users where three irrigators each utilise different water access and delivery options to receive water for the purpose of irrigating.

Figure 2.1
Rural water users in regulated systems
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2.2
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. A water access right includes:

–
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.

–
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 holds against an IIO to receive water (which is not a water access right or a water delivery right).

•
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 well-established and have high trade volumes (for example, trade of water allocation) and other markets are relatively new (for example, trade of water delivery right).

Boxes 2.1 and 2.2 illustrate the types of rights that an irrigator can hold and the trading arrangements that apply to them.

	Box 2.1
Case study—a private diverter with a NSW with water access entitlement

Ella Howard owns a farm near the town of Gundagai 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 NOW for the 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 her farm. Water NSW (formerly known as State Water) is responsible for delivering water in the Murrumbidgee and manages Burrinjuck and Blowering dams for this purpose. Ella pays bulk water charges to Water NSW 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.

Ella is considering selling her water to reduce 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 (for example 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 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 (for example 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.


	Box 2.2
Case study—an IIO customer

A member of Murrumbidgee Irrigation Limited and an irrigation right holder

Harry Smith owns a farm near the town of Leeton 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’. If NOW announces 100 per cent water allocation Harry is entitled to receive 100 ML of water. If NOW only announces 50 per cent water allocation, Harry will only be entitled to receive 50 ML of water However, the exercise of this irrigation right is subject to the terms and conditions of Harry’s water entitlement contract with MI.

Harry does not have an individual right to extract water from the Murrumbidgee River himself. Rather, Harry has entered into a water delivery contract with MI, which obliges MI to use its infrastructure 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 right held, the volume of water actually delivered and other factors such as the number of connections to the irrigation network.

MI pays bulk water charges to Water NSW for the storage and delivery of water. MI also incurs water planning and management charges collected by Water NSW on behalf of NOW. In addition to its own irrigation network charges, MI imposes charges on Harry to recover these Water NSW and NOW 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 (for example 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 (for example. 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 (for example 100 ML) to a person outside MI’s irrigation network. Harry must apply to MI to ‘transform’ his irrigation right into a separately held water access entitlement.

For more detail, see section 2.2.1.

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 section 2.2.2.


2.2.1
Irrigation rights and transformation

Irrigators who hold irrigation rights can transform these rights into a water access entitlement held in their own name. This allows the irrigator to sell or lease some or all of their water access entitlement or water allocation, without seeking IIO approval. The irrigator can also use the water access entitlement as a form of security in obtaining finance and gaining greater control over carryover decisions. 

Alternatively, an irrigator can transform their irrigation right into a water access entitlement held in the name of another person. This can be done as part of a trade of water for use outside of the IIO’s irrigation network. In either case, this process is known as transformation and is regulated by the Water Market Rules (WMR). Transformations are further discussed in chapter 6.

Box 2.3 sets out a simplified example of the process of transformation.

	Box 2.3
Transformation process

An IIO holds 3000 ML of water access entitlement and its customers hold an entitlement to this water in the form of irrigation rights against the IIO. Irrigators A and B both hold 100 ML of irrigation right, while other customers hold a combined total of 2800 ML of irrigation right.

Irrigator A wishes to transform all of their irrigation right without selling their water. Figure 2.2 shows that irrigator A transforms all of their irrigation right and is issued with a 100 ML water access entitlement. 

Irrigator B wishes to transform all of their irrigation right and immediately sell it to another person. Figure 2.2 shows that irrigator B transforms all of their irrigation right and the purchaser is issued with 100 ML of water access entitlement. The water access entitlement held by the IIO has been reduced by 100 ML from each respective transformation, leaving the IIO with 2800 ML of water access entitlement. The volume of irrigation right held against the IIO has also been reduced from 3000 ML to 2800 ML.

Figure 2.2 Transformation process
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2.2.2
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)
 and may also include a right to the drainage of water.

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 may no longer require access to the IIO’s irrigation network and wish to terminate their right of access and no longer pay the ongoing irrigation network fixed charges. 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 fixed costs of operating irrigation network infrastructure. This provides a degree of revenue certainty for IIOs. Revenue from termination fees can be used to limit future increases in charges for those customers who maintain their connection to the network or to fund irrigation network rationalisation to lower ongoing costs.

However, termination fees can also impose a barrier to trade. In many cases, a person seeking to trade water may also seek to reduce their right of access by terminating some or all of their water delivery right. 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 termination fees and the circumstances in which they can be charged are regulated by the Water Charge (Termination Fees) Rules 2009 (WCTFR). Termination is further discussed in chapter 6.

Instead of terminating their right of access an irrigator may want to sell water delivery rights to other irrigators located in the irrigation network. This option was available in some irrigation networks in 2013−14. From 1 July 2014, the water trading rules prohibit unreasonable IIO restrictions on the trade of water delivery rights. The water trading rules are enforced by the Murray-Darling Basin Authority.

2.2.3
Characteristics of tradeable water rights

Table 2.1 shows the different characteristics of irrigation rights, water delivery rights, water access entitlements and water allocations.

Table 2.1
Characteristics of tradeable water rights

	
	Irrigation right
	Water delivery right
	Water access entitlement
	Water allocation

	Tradeable within IIO network?
	
	1
	
	

	Tradeable outside of IIO networks?
	2
	
	
	

	Tradeable into IIO network (from outside)?
	
	
	4
	4

	IIO approval required for trade?
	
	
	4
	4

	Statutory right?
	
	3
	
	

	Can be transformed?
	
	n/a
	n/a
	n/a

	Can be terminated?
	n/a
	
	n/a
	n/a


1
The Basin Plan water trading rules (which commenced on 1 July 2014) prohibit unreasonable IIO restrictions on the trade of water delivery right.

2
If a person wishes to permanently trade an irrigation right outside an IIO’s network, the irrigation right must first be transformed into a water access entitlement.

3
Water delivery rights in Victoria are ‘statutorily recognised’. 

4
An IIO’s consent is required in order to nominate its works as the extraction point for a water access entitlement or water allocation.

	Box 2.4
Overview of water trading in 2013−14

Water allocation trade continued to grow in 2013−14, albeit at a slower rate than in previous years. In total 6466 GL of water allocation was traded throughout Australia. Of this only 7 GL was traded in non-Basin States (in Western Australia).

Around 97 per cent of allocation trade nationally was traded in the MDB). This reflects the relatively high degree of hydrologic connection in many parts of the MDB (particularly the southern connected system), the relative abundance of infrastructure and regulated systems and the more advanced administrative arrangements for trade, when compared to most areas outside the MDB.

The volume of water access entitlement trade in the MDB increased significantly from just over 1000 GL to 1737 GL from the previous year. However, a significant proportion of this amount was the transfer of supplementary water access entitlements to the Commonwealth as a result of infrastructure upgrade programs. Excluding these amounts, there was only 848 ML of water access entitlement traded in 2013−14. This is the lowest volume of water access entitlement trade in the MDB since 2007−08 when the buyback program commenced.


2.3
Water charging arrangements

Figure 2.3 provides an overview of the relationship between the types of regulated water charges and the entities imposing/paying them. 

WPM charges are imposed to recover the costs of WPM activities. These charges can apply to private diverters as well as infrastructure operators ,who typically pass the charges on to their customers alongside the charges they impose to fund their own activities. 

For the purposes of monitoring, the ACCC categorises charges for infrastructure access and use as:

•
bulk water charges (shown as dark blue lines in the figure) or 

•
irrigation network charges (shown as the 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 black line).

2.3.1
Water planning and management charges

WPM charges are determined by Basin State ministers, water departments and water authorities to recover the costs of WPM activities, including (but not limited to):

•
managing water entitlement frameworks

•
administering trade

•
maintaining the health of water resources

•
monitoring water use and water quality and

•
improving understanding of the hydrology of surface and groundwater systems.

Regulated WPM charges fall into three broad categories:

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

•
broad based levies—apply directly or indirectly on water users to fund a specific set of WPM activities and 

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

These charges are paid by a variety of participants, in particular:

•
BWSs

•
IIOs

•
environmental water holders

•
private diverters

•
IIO customers and

•
other water users (urban water supply networks, urban users).

Chapter 3 considers all three broad categories of WPM charges.

Where WPM charges are imposed on BWSs or IIOs, the WPM charges are typically passed on to their customers. For monitoring purposes, the hypothetical bills for BWSs and IIOs contained in this report focus on water access right WPM charges and indirectly relate to broad-based levies (see chapters 4 and 5).

Figure 2.3
Overview of regulated water charge arrangements
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2.3.2
Bulk water charges

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

•
water harvesting and storage
 

•
water transportation and delivery.
 

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 a customer’s extraction point. 

Bulk water customers include:

•
private diverters—who extract water directly from a natural watercourse for their own use (see chapter 4)

•
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 these bulk water charges to their customers (see chapter 5)

•
other operators of reticulated water systems (for example urban water supply networks)

•
environmental water holders.

2.3.3
Irrigation network charges

Where an infrastructure operator’s water service infrastructure is used to deliver water for the primary purpose of being used for irrigation, the operator is an IIO and the infrastructure is their irrigation network.

IIOs impose charges on individual irrigators
 for water delivery and/or drainage services provided through their irrigation network. These irrigation network charges are directly imposed by the IIO. However, their customers may also pay WPM charges and bulk water charges which are passed through by the IIO. 

Irrigation network charges levied by IIOs aim to cover the costs associated with:

•
the day to day operation of their irrigation network(s) for the physical delivery and/or drainage of water

•
maintaining and renewing their infrastructure and

•
meeting overheads.

Fixed charges generally seek to recover costs associated with the IIO having infrastructure available for use by the irrigator. Variable charges generally seek to recover costs associated with the use of the irrigation network infrastructure. 

In some cases the operator of the irrigation network (the IIO) is also the BWS (for example, GMW and LMW).

	Box 2.5
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 BWSs 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 charges 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 member-owned 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. 

Tier 2 rules require large member-owned operators and medium sized non-member-owned 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 was 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. 

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 tier 3 rules apply to:

•
Goulburn-Murray Water (GMW)

•
Lower Murray Water (LMW) 
 and

•
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.


Chapter 3
Water planning and management

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

•
water planning and management activities and the costs of those activities

•
water planning and management charges and the estimated revenue raised by them and

•
transaction water planning and management charges applying to water trade approvals and registrations.

The chapter also considers the degree of cost recovery in relation to water planning and management activities.

	Findings

•
In 2013−14 five of the six Basin State departments and water authorities that provided total WPM costs for WPM activities, reported a decline in total costs for WPM activities. In contrast, the Victorian Department reported an increase in the cost of its WPM activities. 

•
In 2013−14 the most significant increase in WPM charges across Basin States was the increase of Victoria’s Environmental Contribution from $69.42 million to $112.52 million. During the same period, NSW WPM charges were frozen at 2012−13 levels and the Queensland Government provided waivers to customers in certain districts from the imposition of specific WPM charges.

•
Estimated WPM revenue for Basin States as a whole increased in 2013−14 but varied among Basin State departments and water authorities. Victoria’s Environmental Contribution resulted in a significant increase in revenue between 2012−13 and 2013−14 while estimated revenue for two Basin State departments and one water authority reduced.

•
In 2013−14 the majority of Basin State departments and water authorities did not fully recover the cost of their WPM activities. However, since 2011−12 three of the six have moved closer to or have achieved full cost recovery. 

•
All Basin States impose transaction charges for the assessment or registration of water access entitlements and water allocation trades. However, the basis on which these charges are imposed differs between states resulting in considerably different charge amounts for essentially the same functions. For interstate trade, water trade application fees are payable for both the state of origin and the state of destination.


3.1
WPM activities and the costs of these activities

3.1.1
WPM activities

Water planning and management (WPM) activities are those activities undertaken by, or on behalf of, governments to plan for and manage water resources to ensure their sustainability. These may include activities that:

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

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

•
are concerned directly with the hydrology of surface and groundwater systems 

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

While WPM activities are carried out in all Basin States the emphasis each state applies is different as is the manner in which their costs are recovered.
 

For the purposes of reporting, the ACCC uses the following categories of WPM activities developed by the National Water Initiative Pricing Principles Steering Group for Water Charges (the NWI Pricing Principles).
 Table 3.1 sets out the WPM activity categories of the NWI Pricing Principles and examples of the WPM activities captured in each category.

Table 3.1
Categorisation of WPM activities

	WPM activity category
	Example of activities captured in this category

	Water reform, strategy and policy
	Development of inter-governmental agreements, development of broad strategies for managing water.

	Water planning
	Development of water resource plans (cross border, regional, catchment), implementation of these plans, development of rules for water sharing, water availability and distribution plans, environmental and ecosystem management plans. 

	Water management
	Measures to improve water use (state, regional and individual), construction of works (not related to supply infrastructure), and environmental works. 

	Water monitoring and evaluation
	Surface water monitoring, groundwater bore monitoring, water quality monitoring (surface and groundwater resources), water resource assessments.

	Information management and reporting
	Development of water resource accounting frameworks and systems, publication of water resource information. 

	Water administration and regulation
	Administration of entitlements and permits, granting of water allocations and entitlements, processing of water entitlement change applications, management of bulk water entitlements, non-use ‘entitlements’, administration of water trading arrangements, development of metering requirements and standards.

	Water industry regulation
	Oversight of government owned water businesses. 


Source:
National Water Initiative Steering Group on Water Charges, Cost recovery for water planning and management in Australia, February 2007, appendix B.

3.1.2
The cost of WPM activities

The WPM activities captured in the categories above are those where the associated costs need to be allocated between water users and governments because a charge is imposed for cost recovery. The NWI Pricing Principles set out that the costs should be allocated between water users and government using an ‘impactor pays’ approach in which an impactor is any individual, or organisation whose activities generate costs. Where practicable, WPM costs are to be identified and differentiated by catchment and by water source.

The Water Charge (Planning and Management Information) Rules 2009 (WCPMIR) require Basin States to disclose details of WPM activities for which a charge is imposed. The details disclosed must include the costs of those activities and which users pay the charge.
 WPM charges are not set by market mechanisms so it is uncertain whether these charges are set at an efficient level. Disclosure of the total cost of WPM activities allows water users to understand the degree to which WPM charges are driven by the costs of WPM activities in their state. This is detailed further in the comparison of total WPM costs and estimated WPM revenue in table 3.6. 

There are practical challenges for Basin State departments and water authorities reporting the WPM activities they engage in and the costs they incur. These challenges include:

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

•
it may be difficult to separate out WPM costs from other non-WPM costs and

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

For example, in 2013−14, in their published information on WPM activities two Basin States included contributions to the Murray Darling Basin Authority (MDBA). The MDBA and Basin States jointly manage water infrastructure across the MDB as well as jointly delivering a number of WPM activities which are paid for by inter-government transfers.
 The joint funding of these functions is set out in the Murray Darling Basin Agreement.
 In 2013−14, Basin State governments provided around $65 million to fund the joint functions of the MDBA.
 While the WPM information published by the two Basin States identified the proportion of their total contribution to the MDBA relating to WPM activities, they did not specify the WPM activities to which the identified costs related.
 A further discussion of MDBA costs is included in relation to bulk water suppliers (BWSs) in chapter 4.

Despite these practical limitations, the ACCC continues to work with Basin State departments and water authorities to present data that reflects, as accurately as possible, the WPM activities they engage in and the costs they incur. In 2013−14, DNRM and ACTESDD did not provide cost data (see section 7.5).

Where a WPM activity occurs both inside and outside the MDB, the figures reported in table 3.2 relate to the cost of WPM activities within the Basin State. This is consistent with the approach taken to reporting the revenue from WPM charges in section 3.2.3.

Table 3.2 shows the total cost of WPM activities reported by Basin State departments and water authorities from 2011−12 to 2013−14.

Table 3.2
Total cost—WPM activities, 2011−12 to 2013−14

	Department/ authority
	Total WPM cost ($ million)
	Per cent change in
total cost since 2011−12

	
	2011−12
	2012−13
	2013−14
	

	Basin State departments

	NOW (NSW)
	66.8
	74.1
	61.8
	–7

	DEPI28 (Vic)
	42.0
	34.3
	71.0
	69

	DEWNR (SA)
	39.7
	35.6
	37.7
	–5

	Water authorities

	GMW (Vic)
	3.0
	3.0
	2.7
	–8

	GWMW (Vic)
	1.1
	0.8
	0.7
	–37

	LMW (Vic)
	1.7
	1.7
	1.2
	–28

	Total
	154.2
	149.5
	175.1
	14


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

Table 3.2 shows that over the period 2011−12 to 2013−14 total WPM activity costs declined for five of the six Basin State departments and water authorities who reported costs. From table 3.2 the ACCC notes the following:

•
NOW, DEWNR and GMW reported reductions in total WPM cost of less than 10 per cent over the three years

•
GWMW and LMW reported larger reductions in total WPM costs

•
in contrast to all other Basin State departments and water authorities, DEPI reported a significant increase of almost 70 per cent in WPM costs, coinciding with the step increase in the Environmental Contribution and

•
excluding DEPI, total WPM costs for Basin States decreased by more than 7 per cent. 

The mix of WPM activities that each Basin State department and water authority engages in is set out in table 3.3.
 This breaks down total WPM cost of each Basin State department or water authority by the activity categories discussed in table 3.1.

Table 3.3
Breakdown of total WPM costs by activity, 2013−14 

	Department/authority
	
	Basin State department
	Water authority
	Total

	
	
	NOW
	DEPI
	DEWNR
	GMW
	GWMW
	LMW
	

	Water reform strategy and policy
	$ million
	
	11.9
	
	
	
	
	11.9

	
	per cent
	
	17
	
	
	
	
	7

	Water planning
	$ million
	16.0
	16.7
	11.8
	
	
	
	44.5

	
	per cent
	26
	23
	31
	
	
	
	26

	Water management
	$ million
	5.4
	30.1
	18.1
	
	
	0.1
	53.6

	
	per cent
	9
	42
	48
	
	
	7
	31

	Water monitoring and evaluation
	$ million
	19.3
	8.7
	1.0
	1.3
	0.0
	0.0
	30.3

	
	per cent
	31
	12
	3
	48
	
	
	17

	Information management and reporting
	$ million
	2.4
	0.3
	0.8
	0.1
	0.0
	0.3
	4.1

	
	per cent
	4
	0
	2
	4
	
	27
	2

	Water administration and regulation
	$ million
	18.7
	3.2
	5.9
	1.2
	0.7
	0.8
	29.4

	
	per cent
	30
	5
	16
	45
	100
	66
	17

	Water industry regulation
	$ million
	0.1
	0.1
	0.0
	0.1
	0.0
	0.0
	0.3

	
	per cent
	0
	0
	
	2
	
	
	0

	Total
	$ million
	61.8
	71.0
	37.7
	2.7
	0.7
	1.2
	174.0


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

Table 3.3 shows that in 2013−2014: 

•
‘Water management’ and ‘water planning’ comprised a large proportion (more than 30 per cent) of the total WPM cost for the Basin State departments (NOW, DEPI and DEWNR), but was a marginal proportion (less than 10 per cent) for the water authorities (GMW, GWMW and LMW). 

•
‘Water administration and regulation’ was the largest cost category for GWMW and LMW (100 and 65 per cent of reported costs respectively) and was a significant proportion for GMW and NOW (45 per cent and 30 per cent respectively). Costs associated with administering entitlements and processing trades fall within this category.

•
DEPI was the only entity to report expenditure under the ‘water reform, strategy and policy’ category. 

•
The distribution of WPM costs across activities for all reporting entities largely reflects the distribution for Basin State departments, with ‘water management’ and ‘water planning’ accounting for over half of all reported WPM costs.

Under the WCPMIR, Basin State departments and water authorities must also publish information that breaks down their WPM costs by the following categories: 

•
capital costs—costs incurred in purchasing land and buildings

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

•
operating costs—costs involved with maintaining property or assets.
 

Chart 3.1 sets out the breakdown by cost category for Basin State departments for 2012−13 and 2013−14. Chart 3.2 sets out the breakdown by cost category for Basin State water authorities for the same period.
 

Chart 3.1
Basin State departments—WPM cost categories, 2012−13 and 2013−14
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Source:
ACCC from data provided by Basin State departments and water authorities.

Chart 3.2
Basin State water authorities—WPM cost categories, 2012−13 and 2013−14
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Source:
ACCC from data provided by Basin State departments and water authorities.

Charts 3.1 and 3.2 show that:

•
In 2012−13 and 2013−14, operating costs were the majority of reported WPM costs for Basin State departments and water authorities. 

•
Operating costs were the majority of total WPM costs (70 per cent or greater) for NOW, DEPI, DEWNR and GMW and were significant proportions of total WPM costs for GWMW and LMW (between 40 and 50 per cent). 

•
Corporate service costs were consistently the majority of total WPM costs for GWMW, a significant proportion for LMW and NOW (between 20−40 per cent) and less than 10 per cent of total WPM costs for GMW, DEPI and DEWNR.

•
Capital costs were only a significant proportion of total WPM cost for LMW (between 20−40 per cent) due to an increase in meter maintenance and renewal.

3.2
WPM charges and estimated revenue 

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 Basin States. Regulated WPM charges:

•
relate primarily to the management of water resources 

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

•
are typically determined by a minister or a water department or water 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 charges payable to irrigation infrastructure operator (IIO) and bulk water suppliers (BWSs) (see chapters 4 and 5).

The ACCC has categorised WPM charges as follows: 

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

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

•
transaction fees—include fees for applications to obtain, vary or trade water access rights or lodgement of a transaction with a water registry. 

Boxes 3.1, 3.2 and 3.3 provide examples of each category of regulated WPM charges imposed in Basin States.

	Box 3.1
An example of water access right charges—NSW water management charges

The NSW Government imposes a set of water access right charges, called ‘water management charges’, on irrigators and other non-urban water users. These charges pay for a specific set of WPM activities engaged in by NOW. Water management charges apply to both regulated and unregulated rivers within MDB valleys as well as other areas in the state. These charges are further differentiated according to whether they relate to surface water or groundwater. 

A water user in NSW who pays NOW’s charges is usually subject to two charges: a fixed charge determined by the user’s volume and type of water access entitlement; and a variable charge based on the volume of water used in a given year. 
 Unlike State Water’s charges, the NOW water management charge applied to high security and general security entitlement holders are the same. 

The NOW charge is included in the BWSs bill sent by State Water to private diverters, IIOs and other customers holding a NSW water access licence. IIOs pass on the charges to their irrigation right holders, along with State Water’s bulk water charge (these are often collectively referred to as ‘government charges’ on an IIO’s schedule of charges).


Source:
Information published by NOW on its website.

	Box 3.2
An example of a broad based levy—Victoria’s Environmental Contribution

Victoria imposes a broad based levy, the Environmental Contribution, on all water authorities (both urban and rural) in the state. The levy pays for specific WPM activities although water authorities do not pass on the levy directly to water users as an identifiable charge. 

The levy is a fixed percentage of the revenue raised from specific water services delivered by water authorities. 
 These authorities do not pass on the levy directly to water users as an identifiable charge. The Essential Services Commission (ESC) sets a contribution amount equivalent to the percentage of revenue raised from these activities. The water authority’s revenue cap and charges (including for infrastructure services) incorporates this amount into the total cost. 



Source:
Information published by DEPI on its website.

	Box 3.3
An example of transaction charges—water trade application fees

Basin States apply water trade application fees for the trade of water access entitlements and water allocations.

Broadly there are four types of water trade applications which relate to a change in the:

•
location of a water access entitlement 

•
ownership of a water access entitlement

•
location of a water allocation and

•
ownership of a water allocation. 

Water trade applications are processed in different ways by Basin States. In SA and the ACT all trade applications are processed by the Basin State department or water registrar. In other Basin States certain trade approval and registration functions have been delegated to the relevant BWS.

Processing applications for water access entitlement trade is generally more complex than for water allocation trade. 

Table 3.4 sets out water trade application charges for all Basin States in 2013−14. It shows charges for inter-valley, intra-state and interstate transfers (assuming that a proposed trade involves both a change in ownership and a change in location of the right). 

The data in the table does not cover any further administrative charges that might be applied by IIOs for trades of:

•
water delivery right within their irrigation network 

•
irrigation right within their irrigation network or 

•
water allocation trade into or out of their irrigation network. 

The assumptions behind the trades presented and the charges applied are set out in 2013–14 Water Monitoring Report—monitoring approach and assumptions available on the ACCC website. 



	Table 3.4
Basin States—water trading application charges, 2013−14

Type of trade

Queensland

NSW

ACT

Victoria

SA

Water access entitlement trade ($)
Intra-valley

267.20

308.00

148.50

174.20

394.00

Intra-state

267.20

699.23

148.50

174.20

394.00

Interstate

267.20

699.23

Not Allowed

174.20

394.00

Water allocation trade ($)
Intra-valley

0/146.40

75.00

148.50

41.10/77.60

232.00

Intra-state

0/146.40

75.00

148.50

41.10/77.60

232.00

Interstate

146.40

75.00

Not Allowed

41.10/77.60

232.00

(regulated/unregulated)

(online/
paper)

Source: Information published by Basin State departments and water authorities on their websites.

As shown above, trade application costs can vary significantly between Basin States. For instance the cost of a water trade application in SA is over five times the amount of an (online) application in Victoria.

Importantly for interstate trades, the relevant trade application fees must be paid in both the state of origin and the state of destination.


3.2.1
Changes in the number of WPM charges imposed

The WCPMIR requires Basin State departments and water authorities to report if any new WPM charges were imposed, or if charges were abolished or changed, within Basin States in 2013−14. Significant changes in 2013−14 included:

•
GMW reducing the number of regulated WPM charges it imposes from 78 to 44 as part of a charge review. Part of this consolidation involved abolishing a number of transaction charges and a water access right charge that was applied to groundwater users. 

•
The Independent Pricing and Regulatory Tribunal (IPART) delaying the commencement of its next determination of NOW’s water management charges to 2014−15. Under NSW legislation, NOW cannot impose new water management charges without inclusion in an IPART determination. This had the effect of freezing the imposition of new charges during 2013−14.

•
The Queensland water minister exercising powers under Queensland legislation to waive certain water licensing and water harvesting WPM charges for water users in catchments that experienced either flood or drought.

3.2.2
Changes in the level of WPM charges

According to the information published, Basin States typically allow WPM charges to increase each year in one of two ways:

•
by some consistent amount as set out in legislation such as the rate of the Consumer Price Index
 or

•
according to a price path approved by an economic regulator (such as the maximum charges approved by IPART in NSW or the ESC in Victoria for a given year in each year of the determination).

For Basin States except the ACT and SA, WPM water access right charges are collected by BWSs. Changes in the levels of these WPM charges will be reflected in the hypothetical bills presented in chapter 4. In the ACT and SA, these charges are collected by the relevant Basin State department. The level of the ACT water access right charge (the ‘water abstraction charge’) did not change in 2013−14. The SA water access right charges (the ‘natural resource management charges’) increased between 2 and 4 per cent in 2013‑14.

Only two Basin States, Victoria and SA impose broad based levies. In 2013–14, DEPI reported a 62.1 per cent increase in the Environmental Contribution from $69.4 million to $112.5 million. Prior to this increase the Environmental Contribution had remained constant since 2008. Users were advised of this impending increase in 2012 when the current Environmental Contribution Order commenced and the Environmental Contribution will remain at the amount of $112.5 million until the end of the order period in 2016. By contrast, DEWNR reported a consistent 2.1 per cent increase in the seven ‘Save the River Murray’ levies imposed.

All Basin State departments and water authorities impose transaction charges when a water right is obtained, varied or traded. Most WPM transaction charges are only imposed on an irregular basis when a specific event occurs (such as when an irrigator wants to trade a water allocation) and as such these are not incorporated into the hypothetical bills presented in chapters 4 and 5. 

In 2013−14, the ACCC observed in relation to WPM transaction charges that:

•
NOW reported no change in the level of its transaction charges from 2012−13 (almost 20 per cent of all transaction charges in Basin States)

•
in all other Basin State departments and authorities most transaction charges increase between 2 and 3.5 per cent

•
about 17 per cent of transaction charges were either reduced to zero or abolished and

•
over 50 per cent of transaction charges were not imposed on any users (and collected no revenue).

3.2.3
Estimated revenue from WPM charges in 2013−14

The ACCC estimates revenue from WPM charges by multiplying the charge amounts by the number of times they were imposed, as reported by Basin State departments and water authorities.

Where a WPM charge is levied both inside and outside the MDB, the figures reported here relate to revenue within the Basin State. This is consistent with the approach taken to reporting the cost of WPM activities in section 3.1.2.

Table 3.5 shows the estimated total revenue received by each Basin State department and water authority from WPM charges between 2010−11 and 2013−14, as well as the percentage change in estimated revenue between 2012−13 and 2013−14 and between 2010−11 and 2013−14.

Table 3.5
Basin State departments and water authorities—total estimated revenue received from WPM charges, 2010−11 to 2013−14

	Department/authority
	Estimated total revenue ($ million)
	Per cent change in revenue 2012−13 to 2013−14
	Per cent change in revenue 2010−11 to 2013−14

	
	2010−11
	2011−12
	2012−13
	2013−14
	
	

	Basin State departments

	DNRM
 (Qld)
	2.9
	–
	1.6
	1.1
	–31
	–61

	NOW (NSW)
	33.9
	36.9
	40.9
	44.5
	9
	31

	ACTESDD
	21.9
	21.6
	25.1
	25.3
	1
	16

	DEPI (Vic)
	70.7
	71.3
	83.8
	156.2
	86
	121

	DEWNR (SA)
	32.5
	31.8
	29.6
	27.1
	–8
	–17

	Water authorities

	GMW (Vic)
	2.3
	2.4
	2.7
	1.0
	–62
	–56

	GWMW (Vic)
	–
	0.5
	0.5
	0.5
	11
	–

	LMW (Vic)
	0.8
	0.9
	1.0
	1.2
	18
	45

	Total
	165.1
	165.5
	185.2
	257.0
	39
	56


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

Table 3.5 shows the variability in the estimated WPM revenue received by Basin State departments and water authorities. Between 2012−13 and 2013−14, total estimated WPM revenue for Basin States increased 39 per cent driven by the 86 per cent increase in estimated revenue for DEPI. At the same time DNRM and GMW reported significant falls in estimated revenue of almost 31 and 62 per cent respectively. DEWNR also reported a modest fall in estimated WPM revenue of over 8 per cent.

As well as raising revenue from their own WPM charges, Victorian water authorities are also required to pay a share of the Environmental Contribution (which is the major component of DEPI’s revenue figures). These water authorities’ share of the Environmental Contribution is set by the ESC. In 2013−14, it was $2.36 million for GMW, $1.18 million for LMW and $1.64 million for GWMW. It is worth noting that these figures are higher than the revenue received from WPM charges imposed directly by the water authorities. These revenue requirements are passed on to water authority customers in the form of higher than otherwise infrastructure charges (see chapter 4).

Over the longer period between 2010−11 and 2013−14, the variations in estimated WPM revenue increased. Total estimated WPM revenue for Basin States increased almost 56 per cent. However, at the same time, DNRM and GMW experienced declines in estimated WPM revenue of greater than 50 per cent.

Each Basin State department and water authority receives WPM revenue from a different mix of water access right charges (fixed and/or variable), broad based levies and transaction charges. Chart 3.3 sets out the relative importance of the three categories of WPM charges, measured as a proportion of revenue raised for 2013–14. 

Chart 3.3
Basin State departments and water authorities—WPM charge categories—proportion of revenue raised, 2013−14

[image: image17.jpg]



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

From chart 3.3, the ACCC notes the following:

•
four of the seven Basin State departments and water authorities (NOW, ACTESDD, GWMW and LMW) relied on water access right charges for over 96 per cent of their estimated WPM revenue

•
in terms of water access right charges, fixed charges represented the majority of revenues for NOW and LMW, while for ACTESDD and GWMW variable charges represented the majority 

•
DEPI and DEWNR relied on broad based levies to provide between 70 and 95 per cent of their estimated WPM revenue and

•
DNRM and GMW relied on transaction charges to provide the majority of their estimated WPM revenue (almost 100 per cent).

Generally, this is because broad based levies and fixed water access right charges provide revenue certainty. As the total number of water users and the total volume of water access entitlements does not change significantly year on year. By contrast, revenue from variable water access right charges and transaction charges can fluctuate a lot from year to year depending on water use and the degree to which water users engage in activities that attract a transaction charge.

3.3
Comparison between total cost and estimated total WPM revenue

Each Basin State has developed a different methodology to determine the WPM activities for which a charge is imposed and what proportion of WPM costs will be recovered from users. These methodologies differ in terms of: 

•
the types of WPM activities that Basin State governments will seek to recover costs for

•
which users will be subject to a WPM charge to recover costs and

•
the degree to which a WPM charge imposed will recover part or all of the costs associated with those WPM activities. 

Comparing total WPM costs against estimated WPM revenue provides a measure of the degree to which the costs of the WPM activities are recovered by the WPM charges imposed. The level of WPM cost recovery achieved by a Basin State’s WPM charges has important policy implications. Where revenues from WPM charges do not recover the costs of its WPM activities, a Basin State must divert funds from other sources to cover the shortfall. Disclosure of the level of cost recovery for WPM charges allows users and governments to assess whether the mix of WPM activities is appropriate given the associated costs and the degree to which these costs are recovered through the WPM charge(s) imposed. 

Chart 3.4 compares total WPM cost with estimated revenue for Basin State departments from 2011−12 to 2013−14. Chart 3.5 shows the same comparison for Basin State water authorities over the same period.

Chart 3.4
Basin State departments—total WPM cost and estimated WPM revenue, 2011−12 to 2013−14

[image: image18.jpg]



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

Chart 3.5
Basin State water authorities—total WPM cost and estimated WPM revenue, 2011−12 to 2013−14
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Source:
ACCC from data provided by Basin State departments and water authorities.

Charts 3.4 and 3.5 show that:

•
among the Basin State departments there was a declining trend in DEWNR’s estimated revenue over the three years while there was an increasing trend in DEPI’s estimated revenue 

•
among the water authorities, GMW’s costs remained relatively constant while its revenues declined. By contrast, costs for GWMW and LMW’s costs have declined while revenues increased.

Table 3.6 compares the total reported WPM costs with estimated WPM revenue for Basin State departments and water authorities between 2011−12 and 2013−14 and the level of cost recovery. From its total costs, NOW sets a proportion of its costs that relate to users (the user share) with the remainder covered by government.
 As DNRM and ACTESDD have not provided cost information, no comparison can be made for Queensland and the ACT.

Table 3.6
Basin State departments and water authorities—estimated total WPM revenue as a proportion of total WPM costs, 2011−12 to 2013−14 

	Department/authority
	Estimated WPM revenue as a proportion of total WPM costs
(per cent)

	
	2011−12
	2012−13
	2013−14

	Basin State departments

	NOW User share
	94
	103
	97

	DEPI
	170
	245
	220

	DEWNR
	80
	83
	72

	Water authorities
	
	
	

	GMW
	79
	90
	38

	GWMW
	48
	61
	77

	LMW
	55
	61
	98

	Total
	93
	109
	133


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

Table 3.5 shows that with the exception of DEPI, all other Basin State departments and water authorities have WPM costs in excess of estimated WPM revenue to varying degrees. 

The exception is DEPI, where there has been significant over recovery for three years. The majority of DEPI’s WPM revenue is from the Environmental Contribution. In 2012–13, DEPI noted that revenue from this broad based levy balanced out with total WPM cost over tranche one (which ran from 2004 to 2008) and tranche two (2008 to 2012) of the Environmental Contribution.
 Tranche three of the Environmental Contribution (2012−2016) will be the first to be fully covered by the ACCC’s formal monitoring role of regulated WPM charges (which commenced in 2010−11). If tranche three is to operate in the same way as previous tranches, the ACCC expects the significant over-recovery by DEPI since 2012−13 to date to be offset by higher WPM activity costs in the outstanding periods before June 2016.

Chapter 4
Bulk water suppliers

This chapter relates to the operations of bulk water suppliers (BWSs). In particular, the chapter discusses:

•
the characteristics of BWSs and their customers

•
BWS tariff structures and charge types

•
the overall size of BWS bills and the components of these bills

•
changes in BWS bills over time.

	Findings

•
The six reporting BWSs are all government owned, but otherwise differ considerably in their size, water volumes and customer types.

•
There are also considerable differences in terms of tariff structures, the size of customer bills, variability in charges and degree of cost recovery. These differences are most noticeable among hydrologically connected bulk water systems between which water can be traded.

•
Hypothetical bills prepared for 2013−14 range from $5105 for general security in Murrumbidgee’s system to $261 180 in GMW’s Bullarook system.

•
The MDBA operates significant water service infrastructure particularly in the Murray Valley. However, the MDBA does not levy charges, relying instead on contributions from the Commonwealth and Basin State governments. 

•
An under-recovery of MDBA contributions associated with infrastructure services from users of those services is consistent with the relatively low BWS hypothetical bills in the Murray and (to a lesser extent) the Murrumbidgee systems.

•
All hypothetical bills increased between 2012−13 and 2013−14. On balance hypothetical bills in the southern MDB increased by more than in the northern MDB. 

•
The proportion of total BWS hypothetical bills associated with WPM charges is less than 32 per cent for all systems where a WPM charge is imposed or passed through. The exception is for private diverters in the SA Murray who pay only fixed WPM charges and no bulk water charges. 

•
Since 2009−10, the majority of BWS hypothetical bills increased by less than 30 per cent; however, some have almost doubled. Hypothetical BWS bills in others areas decreased. 

•
In 2013−14, the ACCC made its first water charge determination under the WCIR for State Water. The ACCC’s Final Decision established a hybrid form of price control which continued State Water’s 40:60 fixed and variable charge split and introduced an ‘unders and overs account’.


3.4
BWS characteristics

As briefly outlined in chapter 2, a bulk water supplier (BWS) manages bulk water storage facilities and is responsible for the harvesting, storage and delivery of water through watercourses to customers. Water harvesting is the collection or accumulation of surface water primarily sourced from runoff over the natural landscape and is accordingly largely dependent on the physical environment and regional hydrology. Storage facilities include dams, lakes, weirs and reservoirs which allow water to be held for release when demanded. Key water storages in the Murray-Darling Basin (MDB) are set out in figure 4.1. Water delivery occurs primarily on-river, that is, through naturally occurring water courses. 

Figure 4.1
Water storages with a capacity above 10 GL in the MDB
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Source:
Topo 250K © Geosceince Australia (2006 Public irrigation storages adapted from MDBA (2010) Water in Storage reporting. Produced by SKM, November 2010.

Table 4.1 sets out the key characteristics of BWSs covered by the ACCC’s monitoring, across Queensland, NSW and Victoria.

Table 4.1
BWS characteristics, 2013−14

	Operator
	Location
	Governance
	Number of systems in the MDB*
	Number of charge categories**
	Volume of water access entitlement
(ML)
	Volume of water delivered in 2013−14
(ML)

	GMW
	Victoria
	Government owned corporation
	2
	9
	1 349 127
	2 171 427

	LMW
	Victoria
	Government owned corporation
	1
	1
	230 189
	486 914

	GWMW
	Victoria
	Government owned corporation
	1
	1
	42 120
	122

	State Water
	NSW
	Government owned corporation
	8
	16
	9 416 115
	4 783 052

	SunWater
	Queensland
	Government owned corporation
	6
	8
	89 265
	62 599

	DNRM
	Queensland
	State government department
	1
	1
	84 714
	47 199


*
‘System’ refers to a distinct geographic area serviced by a BWS, which may contain sub-systems. 

**
There can be separate ‘charge categories’ for particular areas within a system, or depending on the type of water access right held.

Source:
ACCC from data provided by reporting entities.

Non-urban water users in the ACT generally do not receive bulk water services. Water users in SA do not have a BWS but benefit from bulk water services provided upstream by the Murray-Darling Basin Authority (MDBA). However, as the MDBA does not impose charges for these infrastructure services, the Water Charge (Infrastructure) Rules 2010 (WCIR) and therefore the ACCC’s monitoring do not apply. Funding arrangements for the MDBA, including cost recovery from SA water users, is discussed in section 4.4.2.

3.5
BWS customers

A bulk water customer is a customer that receives services from a BWS so that water can be extracted from a watercourse. BWS customers include irrigation private diverters, irrigation infrastructure operators (IIOs), environmental water holders and urban water authorities. 

Generally, a private diverter extracts water straight from a natural watercourse to their property for their own use (typically water is used for irrigation, but it may also be used for other purposes such as mining). Environmental water holders use BWSs to deliver water to assist with the protection and restoration of rivers, floodplains and wetlands. IIOs extract water from a natural watercourse for delivery to their own customers through either pressurised or gravity-fed irrigation networks (see chapters 5 and 6). Like IIOs, urban water authorities extract water from a natural watercourse and deliver water through reticulated water systems to urban areas.

Table 4.2
BWS water deliveries—by customer type, 2013−14

	BWS
	Volumed delivered to private diverters
(ML)
	Volume delivered
to IIOs
(ML)
	Volume delivered to environmental water holders
(ML)
	Volume delivered to urban water suppliers
(ML)
	Total number of bulk water delivery customers41

	GMW
	92 422
	1 314 533
	712 045
	52 427
	5164

	LMW
	354 195
	113 131
	1367
	18 221
	n/a

	State Water
	1 945 806
	2 467 797
	310 097
	59 352
	4988

	SunWater
	57 979
	205
	0
	4415
	381

	DNRM
	41 160
	0
	3971
	2068
	128

	Total
	2 491 562
	3 895 666
	1 027 480
	136 483
	10 661


Source:
ACCC from data provided by reporting entities.

As shown in table 4.2, the volume and composition of water deliveries by BWSs varies greatly. The majority of water delivered by GMW and State Water was delivered to IIO customers in 2013−14. LMW, SunWater and DNRM delivered the majority of their water to private diverters in 2013−14. Only a small percentage of water delivered by the five BWSs was delivered to urban water suppliers in 2013−14. Environmental water holders are now significant customers for BWSs in terms of the water delivered to them. This is especially the case for GMW and State Water.

3.6
BWS charges

BWS charges include bulk water charges imposed by the BWS and water planning and management (WPM) charges passed through to BWS customers.

3.6.1
Bulk water charges

Bulk water charges are charges payable to the BWS for the storage and delivery of water. For large non-member-owned infrastructure operators, the WCIR requires the ACCC, or an accredited regulator, to approve or determine regulated charges to allow the infrastructure provider to recover its prudent and efficient costs of providing infrastructure services. Box 4.1 provides an overview of the ACCC’s determination of State Water’s charges, which was finalised in 2013−14.

Bulk water charges contribute to recovering costs associated with:

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

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

BWSs generally recover these costs through a mix of fixed and variable charges. Fixed bulk water charges are generally levied on the basis of the volume and reliability of water access entitlement held by the customer. Other fixed service charges may also be applied, such as account or meter fees, but these are relatively small. Variable bulk water charges are generally levied according to the amount of water delivered to a customer’s extraction point.

The proportion of costs recovered through fixed and variable charges differs across BWSs in the MDB. BWS tariff structures are considered in section 4.5.

	Box 4.1
State Water determination

The ACCC made its first water charge determination under the WCIR for State Water in 2014. Previously, State Water’s regulated charges were set by the Independent Pricing and Regulatory Tribunal (IPART) in NSW.

The ACCC released its Final Decision on State Water’s regulated charges on 26 June 2014 after State Water’s application was submitted in July 2013. The Final Decision came into effect on 1 July 2014 for a three year period. 

The ACCC undertook extensive consultation with stakeholders during the determination process. Consultation provided opportunities for stakeholders to provide comment on State Water’s application and the ACCC’s draft decision. Public meetings were held throughout regional NSW to discuss the review prior to State Water submitting its application to the ACCC. Further consultation was undertaken after the application was submitted.

The WCIR provides for annual review of the regulated charges set by the price determination. The annual review occurs in the second and third years of the regulatory period. Where reasonably necessary, these reviews may vary the charges set by the Final Decision and have regard to changes in demand or consumption forecasts and price stability.

Under the WCIR, a state agency may apply to the ACCC for accreditation to approve or determine regulated charges. This is the case for LMW and GMW in Victoria, where the Essential Services Commission (ESC) approves or determines regulated charges. In NSW, the Independent Pricing and Regulatory Tribunal (IPART) is the relevant state regulator although no application has been made to date for accreditation.


3.6.2
WPM charges imposed by BWSs

A BWS and/or its customers may also be subject to WPM charges as described in chapter 3. WPM charges can either be imposed directly by a BWS, or collected by the BWS on behalf of a Basin State department or water authority. For example, State Water in NSW collects WPM charges on behalf of the NSW Office of Water (NOW). In other cases, a BWS may be subject to a WPM charge in the form of a broad based levy, which is incorporated into and increases bulk water charges. This is the case with the Environmental Contribution imposed on GMW and LMW in Victoria. Private diverters in SA pay WPM charges directly to the relevant Basin State department.

3.7
BWS hypothetical bills

3.7.1
Approach to BWS hypothetical bills for 2013−14

Similar to previous water monitoring reports, the ACCC has constructed hypothetical bills to represent the level of charges imposed by a BWS on customers. A hypothetical bill is a simple representation of how regulated charges translate into an individual customer bill based on assumptions about the amount of water held and used, and the type of charges likely to be incurred. 

Details on the assumptions used to calculate BWS hypothetical bills can be found in the 2013−14 Water Monitoring Report—monitoring approach and assumptions available on the ACCC’s website.

Hypothetical bills enable comparison of charge levels across operators and years given the wide range of tariff structures employed across the MDB. 

As noted in the previous section a BWS may also impose, or pass on, WPM charges to their customers in addition to bulk water charges relating to the BWS’s services. These WPM charges are generally levied on BWS customers against the volume of water access right held and water delivered. The WPM charge can also be levied as a flat service charge. Hypothetical bills presented include WPM charges and bulk water charges for 2013−14 and all previous years where a BWS hypothetical bill was prepared. This provides a clearer and more realistic picture of the total dollar amount a typical customer would face for regulated water charges. 

Hypothetical bills for BWS customers only include ongoing WPM charges levied each year. Transaction fees, such as licence or application fees, are not included in the hypothetical bills. 

Currently, water users in SA do not pay bulk water charges. However, they do generally pay WPM charges based on the water access right for the Natural Resource Management levy and per property for the Save the River Murray Levy and Fund. These charges are imposed by the SA Department of Environment, Water and Natural Resources (DEWNR). As such a hypothetical bill has been produced for SA private diverters incorporating these WPM charges. 

This allows for a fairer comparison of the total amount payable by private diverters in all Basin States of the MDB because such WPM charges are now included in the BWS hypothetical bills for all Basin States. 

Previously, BWS hypothetical bills, with different assumed water access entitlement amounts, were produced for a BWS’s private diverter customer and (where relevant) a BWS’s other customers including IIOs and environmental water holders. In 2013−14, a single BWS hypothetical bill was produced, assuming a customer who holds 1000 ML of water access entitlement.
 

GMW is the only BWS that imposes different bulk water charges on private diverters compared to its other customers. As such, separate hypothetical bills for private diverters in the Goulburn and Murray systems were produced to account for this (see box 4.2). A total of 36 hypothetical bills were produced in 2013−14 for customers of six BWSs.

	Box 4.2
GMW’s BWS charging categories

GMW manages water storage and delivery in northern Victoria, and provides bulk water services to:

•
Victorian ‘bulk entitlement’ holders, which includes other water authorities, both urban and rural (these GMW customers are referred to as ‘Bulk’ in the hypothetical bills)

•
‘water users’ who holds a Victorian water share and have a right to the delivery of the water. There are two types of ‘water users’:

–
diversion customers who extract water directly from a natural watercourse (these GMW customers are referred to as ‘Private Diverters’ in the hypothetical bills)

–
customers in one of GMW’s irrigation networks (hypothetical bills for these GMW customers are set out in chapter 5)

•
‘non-water users’ who hold a water access entitlement but do not have a corresponding right to the delivery of water (hypothetical bills have not been prepared for non-water users as they do not receive a delivery service).


The capacity of storages and the volume of water access entitlement on issue tend to be larger in the southern MDB compared to the northern MDB.
 Because of these different characteristics, the hypothetical bills for BWS systems are presented in charts depending on whether the BWS system is located in the northern or southern MDB.

3.7.2
BWS hypothetical bills for 2013−14

Total hypothetical bills for BWS customers are presented in table 4.1, assuming holdings of 1000 ML of water access entitlement. Different bills are prepared assuming 50 per cent or 100 per cent of this volume is delivered. This particular assumption only affects BWS bills in NSW and Queensland as their BWSs impose variable charges.

Table 4.3
BWSs—total hypothetical bill—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—total bill, 2013−14

	BWS
	System
	Charge category
	50 per cent delivered ($)
	100 per cent delivered ($)

	GMW
	Goulburn
	Bulk—Loddon
	32 460
	32 460

	
	
	Bulk—Bullarook
	261 180
	261 180

	
	
	Bulk—Campaspe
	19 700
	19 700

	
	
	Bulk—Goulburn

	7 640
	7 640

	
	
	Bulk—Broken
	30 450
	30 450

	
	
	Private Diverters—all basins

	15 869
	15 869

	
	
	Bulk—Ovens
	38 390
	38 390

	
	Murray
	Bulk—Murray 
	11 050
	11 050

	
	
	Private Diverter—all basins 
	20 043
	20 043

	LMW
	Murray
	
	14 646
	14 646

	SA 
	Murray
	Private Diverter
	5 615
	5 615

	State Water
	Murray
	HS

	7 575
	10 510

	
	
	GS

	6 765
	9 700

	
	Murrumbidgee
	HS
	6 495
	8 780

	
	
	GS
	5 105
	7 390

	
	Lachlan
	HS
	24 310
	34 400

	
	
	GS
	16 370
	26 460

	
	Macquarie
	HS
	21 340
	29 280

	
	
	GS
	14 160
	22 100

	
	Namoi
	HS
	29 900
	40 830

	
	
	GS
	22 770
	33 700

	
	Peel
	HS
	50 180
	72 840

	
	
	GS
	27 760
	50 420

	
	Gwydir
	HS
	23 035
	30 150

	
	
	GS
	12 545
	19 660

	
	Border
	HS
	19 380
	24 990

	
	
	GS
	11 140
	16 750

	DNRM
	Border Rivers
	
	15 750
	21 750

	SunWater
	Macintyre Brook
	
	36 585
	38 540

	
	Cunnamulla
	
	28 920
	30 460

	
	Chinchilla Weir
	
	27 500
	28 990

	
	St George
	
	19 485
	20 080

	
	Upper Condamine
	North branch
	47 630
	54 180

	
	
	North branch risk A
	17 840
	24 390

	
	
	Sandy Creek/Condamine River
	31 740
	34 140

	
	Maranoa Weir
	
	72 865
	99 890


Source:
ACCC from data provided by reporting entities.

As shown in table 4.3 hypothetical bills for BWS customers vary significantly across the MDB. The smallest hypothetical bill is in State Water’s Murrumbidgee system for general security where a customer would pay $5105 to have 50 per cent of water delivered and $7390 to have 100 per cent of water delivered. Hypothetical bills for BWS customers tend to be higher in the northern MDB, although the largest overall was in GMW’s Bullarook system, where a customer with 1000 ML of water access entitlement would pay $261 180 (regardless of how much water was delivered). 

There is also a weak correlation between the volume of water access entitlement serviced by a BWS and the hypothetical bill for the BWS. In short, smaller BWSs tend to have higher hypothetical bills, as shown in chart 4.1.
 This is because the fixed charges of the BWS can be recovered over a greater volume of water access entitlement in larger BWSs.

Chart 4.1
Selected BWSs—correlation between total hypothetical bills and the volume of water access entitlement serviced by the BWS, 2013−14
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Source:
ACCC from data provided by reporting entities.

As noted in box 4.2, GMW provides bulk water services to private diverters in Victoria as well as to holders of Victorian ‘bulk entitlements’. The hypothetical bill for a GMW private diverter is almost twice as large as for a bulk entitlement holder. One explanation for the much higher private diverter hypothetical bill is the service fee and water delivery fee imposed on private diverters in GMW’s Murray and Goulburn systems (see boxes 4.2 and 4.3 for further information on the charges imposed by GMW on its range of customers).

GMW and LMW have discounted bulk water charges for private diverters with higher volumes of water access entitlements in their Murray and Goulburn systems. For all other BWSs, the per ML BWS hypothetical bill is constant regardless of the volume of water access entitlement held.

Table 4.4 shows the per ML BWS hypothetical bill for three volumes of water access entitlement held by private diverters in GMW and LMW.

Table 4.4
BWSs—$ per ML hypothetical BWS bill for GMW and LMW private diverter systems—50 ML, 250 ML and 1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2013−14

	Operator
	System
	Charge category
	50 ML

$/ML
	250 ML

$/ML
	1000 ML

$/ML

	GMW
	Goulburn 
	Private diverter—all basins
	19
	16
	16

	
	Murray
	Private diverter—all basins
	24
	21
	20

	LMW
	Murray
	
	17
	15
	15


Source:
ACCC from data provided by reporting entities.

GMW and LMW’s private diverter customers have decreasing hypothetical bills. This is due to a flat service fee imposed on all GMW and LMW private diverters. As this fee is only imposed once per licence, the per ML price of this fee will be lower for higher volumes of water access right.

Hypothetical bills for customers who have their water delivered on the River Murray (across three Basin States) also differ considerably. The hypothetical bills from $5615 ($5 per ML) for a private diverter in SA to $20 043 ($20 per ML) for a private diverter customer of GMW. Nevertheless, hypothetical bills for these customers are generally lower than for other systems in the southern MDB. 

It is relevant to note that much of the water service infrastructure in the Murray and Murrumbidgee systems is operated by, and funded through, the Murray-Darling Basin Authority (MDBA), pursuant to the MDB Agreement. 

While there is scope in the Water Act for the MDBA to impose user charges to recover its costs, the MDBA does not currently impose such charges.
 Rather, the MDBA’s infrastructure (and WPM) costs are funded through contributions from the Commonwealth and Basin State governments. 

Contributions to the MDBA from state and Commonwealth governments declined by almost 28 per cent between 2011−12 and 2013−14. This decline was the result of significant reductions in funding from NSW in 2012−13 and smaller funding reductions by SA and Victoria in 2013−14.

Table 4.5 sets out the contributions of state and Commonwealth governments from 2011−12 to 2013−14 for joint activities associated with the MDBA under the MDB Agreement.

Table 4.5
Contribution to the MDBA from contracting governments, 2011−12 to 2013−14 

	Government
	Contribution to MDBA ($ million)

	
	2011−12
	2012−13
	2013−14

	Commonwealth
	18.74
	19.32
	18.77

	NSW
	35.05
	16.23
	13.71

	Victoria
	33.22
	34.15
	27.45

	SA
	28.35
	29.15
	23.98

	Queensland
	1.01
	1.04
	0.10

	ACT
	0.29
	0.30
	0.29

	Total
	116.66
	100.19
	84.30


Source:
MDBA Annual Reports 2012−13 and 2013−14.

These contributions are recovered from water users in different ways and to different extents, as set out in box 4.3. An under-recovery of MDBA contributions associated with infrastructure services from users of those services, is consistent with the relatively low BWS hypothetical bills in the Murray and (to a lesser extent) Murrumbidgee systems.

	Box 4.3
Recovery of MDBA contributions

The MDB Agreement does not set out any requirements on how MDBA joint activities funding is reported by states. There is no consistent approach to reporting on joint activities undertaken. As a result there is also limited information about the level of cost recovery from water users for these contributions. Governments fund their contributions in a number of ways which affect the charges paid by BWS customers.

The Commonwealth covers its contribution for joint activities and the agency costs of the MDBA through consolidated revenue. 

NSW recovers some of the contribution costs through infrastructure charges imposed by the NOW (in the form of WPM charges) collected by State Water. 

Victoria recovers some costs for MDBA contributions from water users. GMW included MDBA costs in its expenditure forecasts for the ESC price determination. 
 Victorian water users also fund some MDBA costs through the Environmental Contribution (see chapter 3). 

There is little available information about recovery of MDBA contributions in SA. In 2013−14, the SA government noted $9.8 million was provided to the MDBA through the Save the River Murray Levy and Fund collected from water users. 



Hypothetical bills in the Border systems of both State Water and DNRM tend to be lower than in other northern systems. Key water service infrastructure in these systems (including the Glenlyon dam and Boggabilla weir) is overseen by the Border Rivers Commission (BRC) in accordance with the Border Rivers Agreement.

The last publicly released BRC annual report in 2011−12, provided expenditures of $3.96 million and revenues of $2.43 million (of which the NSW and Queensland governments provided almost $2.2 million each). These contributions are recovered from water users in different ways and to different extents, as set out in box 4.4.

As with MDBA contributions, the influence of BRC contributions on BWS bills (and the proportion of these contributions attributed to users) can be difficult to ascertain.

	Box 4.4
Recovery of BRC contributions

In NSW, BRC expenditures are indirectly recovered through charges imposed on water users. State Water’s estimated BRC costs and customer contributions were incorporated in the 2014−17 ACCC price determination, while the NOW’s estimated BRC costs were included in its IPART price determination. In 2013−14, the last year of State Water’s IPART determination, NSW provided $1.1 million to the BRC where State Water funded $0.7 million and NOW funded the remaining $0.4 million. 

There is no publicly available information for either DNRM or SunWater that identifies how or to what extent contributions to BRC costs are passed through to water users through specific charges.


3.8
BWS tariff structures

As discussed in section 4.3, BWSs levy either fixed charges, or a combination of fixed and variable charges, to recover their costs. Generally BWSs costs are largely fixed in that they do not vary with the volume of water delivered to customers. However, the ratio of fixed to variable charges in BWS tariff structures varies considerably. 

As seen in charts 4.1 and 4.2, Victorian BWSs only impose fixed charges which recover both fixed and variable costs. Conversely, BWSs in NSW and Queensland impose fixed and variable charges. The variable charges imposed in many NSW and Queensland systems recover not only variable costs but also contribute to the recovery of fixed costs. 

The charts 4.1 and 4.2 show the component of fixed and variable charges for the total hypothetical bills for BWS systems in the southern MDB (chart 4.2) and northern MDB (chart 4.3).

Chart 4.2
BWSs—southern MDB—total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—fixed and variable components, 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 4.3
BWSs—northern MDB—total BWS hypothetical bills– 1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—fixed and variable components, 2013−14
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Source:
ACCC from data provided by reporting entities.

As shown in charts 4.2 and 4.3, BWS hypothetical bills comprise of entirely fixed charges in Victoria and SA. State Water systems in the southern MDB, and all systems in the northern MDB levy both fixed and variable charges to recover costs. Fixed charges are associated with between 85 and 99 per cent of the total hypothetical bill for SunWater systems, except for Maranoa Weir and Upper Condamine North branch risk A charge category, where the figures are 45 and 46 per cent. 

State Water’s systems also have more variation compared to SunWater and DNRM systems. Under the 100 per cent water delivery assumption, the percentage of total hypothetical bills associated with fixed charges in State Water’s systems is between 10 and 55 per cent in northern NSW, and between 23 and 47 per cent in southern NSW.

	Box 4.5
State Water’s price structure

One of the key issues for the ACCC’s 2014 price determination was State Water’s revenue volatility. State Water proposed to increase the proportion of its revenue raised by fixed charges from 40 per cent to 80 per cent and to introduce a revenue cap. The revenue cap would allow State Water to receive its full revenue requirement for a period, irrespective of the volume of water provided, but prices faced by irrigators would fluctuate each year. 

The ACCC was concerned that this proposal did not appropriately balance State Water’s interests in securing more stable revenue streams with irrigators’ interests related to cash-flows during dry periods. The ACCC’s Final Decision established a hybrid form of price control which continued State Water’s 40:60 fixed and variable charge split and introduced an ‘unders and overs account’. 

The ‘unders and overs account’ addresses the revenue volatility of State Water across years of high and low water usage while allowing State Water to recover its costs over time and maintain an appropriate level of investment. The account records the cumulative balance of under-recovery of revenue caused by low water usage and over-recovery of revenues when water usage is high. Prices are adjusted to include an allowance reflecting the cost of financing the ‘unders and overs’ balance. The inclusion of this feature takes into consideration the interests of State Water in recovering its costs while providing irrigators with a reasonable level of price stability. An accumulated over recovery of revenue (due to higher than forecast demand) will result in a reduction to the revenue requirement and therefore to regulated charges in subsequent years and vice versa. 



As noted in section 4.3, in addition to paying bulk water charges, some BWS customers will also pay WPM charges to their BWS. This is the case for customers of LMW and State Water. Private diverters in SA pay WPM charges directly to the Basin State department.

Chart 4.4 provides the total hypothetical bills for these BWS systems where a customer has to pay a WPM charge in addition to bulk water charges, broken down into bulk water charges and WPM charges (imposed directly by the BWS or passed on to their customers).

Chart 4.4
BWSs—total BWS hypothetical bills for systems with WPM charges—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered—BWS and WPM components, 2013−14
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Source:
ACCC from data provided by reporting entities.

For all BWS systems where WPM charges are imposed, the total WPM charge component of the BWS hypothetical bill is relatively small—less than 32 per cent—and for the majority of these, less than 20 per cent. 

The exception is the hypothetical bill for private diverters in the SA Murray system, who pay entirely fixed WPM charges and no bulk water charges. As noted in chart 4.4, hypothetical bills for customers of GMW, SunWater and DNRM include only bulk water charges as there are no ongoing WPM charges imposed on their customers.

Although GMW does not impose any ongoing WPM charges on its BWS customers, the ESC’s 2013 price determination for rural water businesses made adjustments for Environmental Contribution amounts to be recovered by both GMW and LMW. These contributions, as set out in the determination, are in table 4.6. 

Table 4.6
Environmental Contribution amounts set out in the ESC 2013 determination, 2013−14 to 2017−18

	Water authority
	Environment Contribution ($ million)

	
	2013−14
	2014−15
	2015−16
	2016−17
	2017−18

	GMW
	2.36
	2.3
	2.24
	2.18
	2.12

	LMW
	1.18
	1.15
	1.12
	1.09
	1.06


Source:
Relevant ESC determinations

These amounts represent WPM charges imposed on GMW and LMW. The ESC determination does not set out how these amounts are to be recovered through regulated charges GMW and LMW impose on their customers. As such, the ACCC is unable to determine the proportion of hypothetical bills associated with the recovery of these WPM charges. Nevertheless, a small proportion of LMW
 and GMW’s bulk water charges imposed on customers is associated with the recovery of their Environmental Contribution WPM charge. 

3.9
Changes in BWS hypothetical bills for 2013−14

BWS hypothetical bills for all BWSs increased in 2013−14. Charts 4.5 and 4.6 shows the percentage increase for each BWS system in the southern and northern MDB in nominal terms. The rate of change in the consumer price index is shown for illustrative purposes.

Chart 4.5
BWSs—southern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 4.6
BWSs—northern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

On balance, BWS hypothetical bills in the southern MDB increased by a larger percentage than in the northern MDB. 

GMW’s private diverter bills, as well as bulk customer bills in the Murray and Goulburn basins, increased by just over 4 per cent, while bills for other bulk customers increased by almost 11 per cent. In contrast, increases in the total hypothetical bills for State Water’s systems in the southern MDB ranged from just over 1 per cent in the Murray (general security) to more than 10 per cent in the Lachlan (high security). 

Percentage changes in hypothetical bills were more varied in the northern MDB. As all BWS customers in the northern MDB pay both fixed and variable charges, the percentage change between 2012−13 and 2013−14 is different for 50 per cent and 100 per cent water delivery within a particular system. On balance, hypothetical bills for BWS customers increased more in State Water’s systems than in SunWater’s systems. Bill increases for many of SunWater’s areas were at or below the rate of change in the CPI rate.

3.10
Longer term trends in BWS hypothetical bills

The ACCC has produced BWS hypothetical bills since 2009−10.
 The following section provides an analysis of trends in BWS charges as represented in BWS hypothetical bills. 

The total change in nominal BWS hypothetical bills from 2009−10 to 2013−14 is set out in chart 4.7.
 Again, the rate of change in the consumer price index is shown for illustrative purposes.

Chart 4.7
BWSs—southern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 4.8
BWSs—northern MDB—nominal percentage change in total BWS hypothetical bills—1000 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

In the southern MDB, hypothetical bills have increased by between 20 per cent and 70 per cent in nominal terms from 2009−10 to 2013−14. GMW’s Loddon system increased by the largest percentage of systems in the southern MDB—more than 90 per cent. Increases have been significantly lower on the River Murray and Murrumbidgee than in other systems.

There is more variation in the percentage change in systems in the northern MDB. Most hypothetical bills in State Water systems have increased by between 50 per cent and 95 per cent since 2009−10. This is in contrast to SunWater systems where hypothetical bills have increased modestly (by less than 20 per cent) or decreased slightly. The exception is SunWater’s Maranoa Weir system, where hypothetical bills increased by almost 80 per cent (for 50 per cent water delivered) and by more than 140 per cent (for 100 per cent of water delivered). The variation in percentage changes in SunWater’s systems is a result of changes to its tariff structure. 

The hypothetical bills for all six BWS charging categories along the River Murray have increased between 2009−10 and 2013−14, with Victorian BWSs increasing at a slightly higher rate, as set out in chart 4.9.

Chart 4.9
BWSs—systems along the River Murray—total hypothetical bill—1000 ML of water access entitlement, 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

GMW’s hypothetical bills for private diverters and other customers in its Murray system have followed similar patterns of movement over the last five years. However, overall private diverters have had larger hypothetical bills compared to GMW’s bulk water entitlement customers. The hypothetical bills for GMW’s customers have experienced the largest percentage change, increasing by almost 55 per cent for private diverters and 74 per cent for bulk water entitlement customers since 2009−10. 

The hypothetical bill for LMW’s private diverter customers decreased by almost 15 per cent between 2009−10 and 2010−11 before increasing by more than 17 per cent between 2010−11 and 2011−12. For other BWS charge categories in the River Murray, hypothetical bills have been more stable across these years. 

As shown in chart 4.9, although these six systems all operate along the River Murray, there was little consistency in the way BWS hypothetical bills moved over time or in the total hypothetical bill amounts for BWS customers across these systems.

3.10.1
Movements towards upper bound pricing

Under the National Water Initiative (NWI), governments committed to ‘lower bound pricing’ for rural water infrastructure with a move towards ‘upper bound pricing’ where practicable.

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

‘Upper bound pricing’ is defined in the NWI at ‘the level at which, to avoid monopoly rents, a water business should not recover more than the operational, maintenance and administrative costs, externalities, taxes or tax equivalent regimes, provision for the cost of asset consumption and cost of capital, the latter being calculated using a weighted average cost of capital.

The ACCC does not have data on most infrastructure operators’ costs, so assessing progress towards upper bound pricing is generally not possible. The exceptions to this are the three infrastructure operators subject to Part 6 charge approval/determination under the WCIR—State Water (now ‘Water NSW’), LMW and GMW. 

For these operators, the WCIR require the regulator to set charges so that the operators total forecast revenue (from all sources) is reasonably likely to meet the prudent and efficient costs of providing infrastructure services.
 The regulator must take into account revenue received from sources other than regulated charges, for example government subsidies. As such, charges will be set at the upper bound pricing level for operators regulated under Part 6 of the WCIR. 

In its periodic assessments, the National Water Commission has found that there is or will soon be cost recovery by most government-owned infrastructure operators that were subject to its review. 

Chapter 5
Irrigation infrastructure operators—regulated charges

This chapter relates to the operations of irrigation infrastructure operators (IIOs) with a focus on charges payable for access to and use of their irrigation networks. In particular, this chapter discusses:

•
the characteristics of IIOs and their customers

•
IIO tariff structures and charge types

•
the overall size of IIO bills and the components of these bills

•
changes in IIO hypothetical bills over time.

	Findings

•
There are 28 reporting IIOs across the MDB. There are large differences across these IIOs including the governance structure, location, size, number of irrigators, approach to conveyance, tariff structure and the way in which irrigation network costs, WPM and bulk water charges are recovered.

•
Hypothetical bills in pressurised irrigation networks tend to be higher than hypothetical bills in gravity-fed irrigation networks. 

•
In most hypothetical bills, WPM and bulk water charges contribute only a small dollar amount to the total bill. A greater proportion of smaller hypothetical bills are associated with charges passed through by the IIO in contrast to irrigation network charges levied directly by the IIO. 

•
IIOs pass on WPM and bulk water charges in different ways and with different levels of transparency. 

•
IIOs use different tariff structures to recover costs, varying according to the ratio of fixed and variable charges for the access to and use of IIOs’ infrastructure. Other differences related to the application of account or connection charges, tiered tariffs, casual water usage charges and charges associated with conveyance losses.

•
More water is delivered under casual user arrangements in irrigation networks where there is little or no premium imposed on top of the standard usage charge. 

•
The degree of cost recovery by IIOs, and their progress towards ‘upper bound pricing’ is not known, as the ACCC does not collect data on most operators’ costs. 

•
In 2013−14 the majority of IIOs had modest nominal increases of 2 to 4 per cent in hypothetical bills over 2012−13. However, since 2009−10, nominal increases varied between just under 10 per cent and over 65 per cent. 

•
Since 2009−10, the proportion of total hypothetical bills associated with fixed charges has remained relatively stable for all pressurised irrigation networks and large IIOs’ irrigation networks.


5.1
IIO characteristics

Generally water is extracted directly from the natural watercourse and delivered to irrigators through the irrigation infrastructure operator (IIO)’s irrigation network. 

An irrigation network can consist of channels and/or pipes and can be gravity-fed or pressurised (piped systems only). Pressurised networks generally have higher operating costs compared to gravity-fed networks due to the electricity required to operate pumps. This chapter presents information on irrigation network charges separately for pressurised and gravity-fed irrigation networks, where relevant. 

This chapter presents information on 19 reporting IIO entities in the Murray-Darling Basin (MDB) that hold more than 10 GL of water access entitlement. These 19 IIOs vary greatly in their governance structure, location, number and type of customer they service, the volume of water held and the volume of water delivered. Table 5.1 sets out characteristics of these 19 reporting entities. 

Table 5.1
IIO characteristics, 2013−14

	IIO
	Valley
	Number of irrigation networks/
entitlement categories
	Pressurised/ gravity-fed irrigation network
	Irrigation customers

	Upgrade or restructure
in 2013−14
	Separate conveyance licence held


	CIT
	SA Murray
	3
	Pressurised
	1 424
	No
	No

	RIT
	SA Murray
	1
	Pressurised
	548
	Yes
	No

	GMW
	Goulburn/Victorian Murray
	11
	Pressurised and gravity-fed
	14 648
	Yes
	Yes

	LMW
	Victorian Murray
	4
	Pressurised and gravity-fed
	2 647
	Yes
	Yes

	West Corurgan
	NSW Murray
	1
	Gravity-fed
	218
	No
	No

	Moira
	NSW Murray
	1
	Gravity-fed
	94
	Yes
	Yes

	MIL
	NSW Murray
	1
	Gravity-fed
	2 080
	Yes
	Yes

	Eagle Creek
	NSW Murray
	1
	Gravity-fed
	80
	Yes
	No

	WMI
	NSW Murray
	3
	Gravity-fed
	440
	No
	No

	Coleambally
	Murrumbidgee
	1
	Gravity-fed
	494
	Yes
	Yes

	MI
	Murrumbidgee
	6
	Pressurised and gravity-fed
	3 184
	Yes
	Yes

	Hay
	Murrumbidgee
	1
	Gravity-fed
	90
	Yes
	Yes

	Jemalong
	Lachlan
	1
	Gravity-fed
	115
	No
	Yes

	Narromine
	Macquarie
	1
	Gravity-fed
	61
	Yes
	Yes

	Buddah Lake
	Macquarie
	1
	Gravity-fed
	14
	No
	No

	Trangie-Nevertire
	Macquarie
	1
	Gravity-fed
	26
	Yes
	No

	Tenandra
	Macquarie
	1
	Gravity-fed
	13
	Yes
	No

	Marthaguy
	Macquarie
	1
	Gravity-fed
	17
	No
	No

	SunWater
	Condamine-Balonnee
	1
	Gravity-fed
	49
	No
	Yes


Source:
ACCC from data provided by reporting entities.

The number of irrigation networks operated by an IIO and the respective number of customers varies across IIOs. GMW delivers water to the largest number of customers through 11 irrigation networks. However, the majority of IIOs only operate one irrigation network. 

During 2013−14, the majority of IIOs undertook some activity to upgrade or restructure their irrigation network. These upgrade and restructure activities varied across IIOs. Broadly, these activities included restoring and rebuilding creek banks, lining of supply channels and pipes, installing, upgrading and fixing channel control gates, replacing outlets, upgrading or retiring pump stations and rationalising irrigation networks. Regardless of whether these activities were minor or major upgrades, they help to improve the operation of each IIO’s irrigation network. 

Table 5.2
Select IIOs—water access entitlement and volume of water delivered, 2013−14 

	Sustainable diversion limit (SDL) resource unit
	IIO
	Water access entitlement held by IIO (ML)
	Per cent of water access entitlement on issue in the SDL resource unit
	Total volume delivered by IIO in 2013−14 (ML)

	SA Murray
	CIT
	130 326
	24
	107 514

	
	RIT
	42 864
	8
	28 447

	NSW Murray
	West Corurgan
	76 142
	4
	44 242

	
	Moira
	31 594
	1
	23 696

	
	MIL
	1 049 560
	50
	924 570

	
	Eagle Creek
	15 932
	<1
	8 890

	
	WMI
	46 939
	2
	27 142

	Murrumbidgee
	Coleambally
	397 994
	19
	310 732

	
	MI
	963 856
	46
	699 308

	
	Hay
	6 096
	<1
	 2 848

	Lachlan
	Jemalong
	80 676
	13
	24 591

	Macquarie
	Narromine
	39 258
	6
	10 682

	
	Buddah Lake
	36 533
	6
	13 618

	
	Trangie-Nevertire
	40 624
	6
	12 419

	
	Tenandra
	14 162
	2
	15 291

	
	Marthaguy
	19 965
	3
	14 370


Source:
ACCC from data provided by reporting entities and MDBA

The proportion of water access entitlement held by IIOs on behalf of their customers, or by IIO customers directly, varies. Along the NSW River Murray, half of the water access entitlements on issue are held within MIL, less than 8 per cent of the remaining water access entitlements on issue along the NSW River Murray are held within other reporting IIOs. IIOs also hold a significant proportion of water access entitlement in the SA Murray and the Murrumbidgee. The five IIOs along the Macquarie River in aggregate hold a substantial share of water access entitlement on issue but individually, each IIO holds only a small proportion. As such, reforms to remove IIO barriers to water trade are essential for the development of efficient water markets within these water resources, and more generally throughout the MDB.

The remainder of the water access entitlement on issue in each valley is held by private diverters, environmental water holders or other water users.

5.2
IIO customers

IIO customers have water delivered to their property via an IIO’s irrigation network. The majority of IIO customers are irrigators (this report uses the terms interchangeably). However, IIOs may also deliver water for stock and domestic, manufacturing, mining, environmental and other purposes. 

The MDB accounts for a large proportion of Australia’s irrigated agriculture production. Like IIOs, irrigators vary across the MDB. These irrigators use water resources for a range of agricultural production such as growing cotton, cereals, pasture, legumes, fruits, nuts, grapes, vegetables and canola. 

The volume of water required by irrigators for agricultural production depends on range of factors such as the size and quality of irrigated land, the efficiency of the IIO’s irrigation network, the efficiency of on-farm irrigation techniques and the product produced by the irrigator. For example, rice and nuts requires larger volumes of water per hectare compared to cereals, vegetables or pasture for livestock.
 The efficiency of an irrigation system is impacted by a number of variables including the type of irrigation system and design (for example, a flood/furrow irrigation technique will generally use less water per hectare to grow vegetables compared to a moveable spray line). However, the efficiency is also affected by the irrigation system management, soil conditions and vegetable crop type.
 

The largest portion of irrigated land in Australia is attributed to pastures and cereal crops used for grazing, accounting for 30 per cent of irrigated land in the MDB in 2012−13. Cotton accounted for 22 per cent of irrigated land in Australia.
 Cotton is primarily grown along the Darling River in southern Queensland and northern NSW. Cereals such as wheat and barley are grown throughout the MDB and are used for stock food and human consumption. Citrus fruits are grown in SA, north-west Victoria and in the Murrumbidgee region of NSW.

5.3
IIO charges

IIO charges include irrigation network charges imposed by the IIO, bulk water charges imposed by a bulk water supplier (BWS) and passed through to customers, and water planning and management (WPM) charges imposed by a Basin State department or water authority and passed through to customers.

5.3.1
Irrigation network charges

Irrigation network charges are paid to an IIO for access to, use of and termination from the irrigation network.
 IIO charges are subject to the Water Charge (Infrastructure) Rules 2010 (WCIR) and Water Charge (Termination Fees) Rules 2009 (WCTFR). These rules govern the circumstances in which regulated charges can be imposed on irrigators and are enforced by the ACCC (see chapter 7).

Irrigation network charges contribute to recovering costs associated with:

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

•
maintaining and renewing infrastructure and

•
meeting overheads.

IIOs use a number of different tariff structures to recover costs (see section 5.5). The charges imposed can be classified as either fixed or variable charges. Fixed irrigation network charges are usually based on the volume of water access entitlement or irrigation right held, but may also be imposed per account, per property, per hectare, per connection, per service point or a combination of these. Variable irrigation network charges are based on the volume of water delivered to customers through the irrigation network. 

Fixed charges generally seek to recover costs associated with the IIO having infrastructure available for use by the irrigator. Variable charges generally seek to recover costs associated with the use of irrigation network infrastructure.

5.3.2
Other charges imposed by an IIO

An IIO and its customers may also be subject to WPM charges as described in chapter 3 and bulk water charges as described in chapter 4. These WPM charges and bulk water charges are not directly levied on the irrigator by the IIO, but rather incurred by the IIO and passed on to its customers. In some cases WPM charges are imposed directly on the irrigator by the Basin State department or water authority. These charges vary across valleys and contribute varying amounts to the total charges payable by an irrigator.

5.4
IIO hypothetical bills

5.4.1
Approach to hypothetical IIO bills for 2013−14

Similar to hypothetical bills for BWS customers and previous water monitoring reports, the ACCC has constructed hypothetical bills to represent the level of charges imposed by an IIO on its customers. A hypothetical IIO bill is a simple representation of how regulated charges translate into an individual bill, enabling comparison across IIOs with different tariff structures. The 2013−14 hypothetical bills also include charges imposed on the IIO by Basin State departments and water authorities and by BWSs, which are passed on to irrigators through the IIO. 

Hypothetical bills have been produced for irrigation networks assuming the customer holds 50 ML, 250 ML or 1000 ML of water access entitlement and the equivalent volume of water delivery right, although all graphs are presented for 250 ML of water access entitlement. It is also assumed that water allocation equivalent to either 50 per cent or 100 per cent of the water access entitlement volume was delivered. 

As with hypothetical bills for BWSs, the approach for hypothetical IIO bills in 2013−14 has changed. During the 2013−14 information collection process, the ACCC conducted follow-up calls to the 19 reporting IIOs. These follow-up calls were to ensure the assumptions used in hypothetical bills remained current with the IIO’s charging practices and that all appropriate charges were included in the calculation. In cases where assumptions or included charges changed as a result of the follow-up phone calls and were different to previous hypothetical bills, this report uses updated figures for all previous hypothetical bills where possible to enable more accurate comparisons over time. 

Hypothetical bills for IIOs are presented depending on whether the relevant irrigation network is a gravity-fed or pressurised network. A complete list of each irrigation network charge included in the hypothetical IIO bill and all assumptions used for the calculation of hypothetical IIO bills can be found in 2013−14 Water Monitoring Report—monitoring approach and assumptions available on the ACCC’s website.

5.4.2
IIO hypothetical bills for 2013−14 

The hypothetical bills per ML for irrigators in pressurised and gravity-fed irrigation networks are presented in table 5.3 and 5.4 for 50 ML, 250 ML and 1000 ML of water access entitlement with 100 per cent of this volume delivered.

Table 5.3
IIOs—$ per ML hypothetical IIO bills for irrigators in pressurised irrigation networks—50 ML, 250 ML and 1000 ML of water access entitlement, 100 per cent water delivered, 2013−14

	State
	Operator
	Irrigation network/entitlement category
	50 ML
	250 ML
	1000 ML

	
	
	
	$/ML
	$/ML
	$/ML

	SA
	CIT
	High pressure
	81.48
	81.40
	80.88

	
	
	Medium pressure
	68.81
	68.73
	68.21

	
	
	Low pressure
	57.30
	57.23
	56.70

	
	RIT
	
	83.76
	83.68
	83.16

	Vic
	GMW
	Tresco
	72.45
	70.21
	69.79

	
	
	Nyah
	73.80
	70.28
	69.62

	
	
	Woorinen
	84.62
	81.10
	80.44

	
	LMW
	Robinvale
	202.80
	201.20
	200.90

	NSW
	WMI
	Curlwaa
	68.62
	68.62
	68.62

	
	
	Coomealla
	91.20
	91.20
	91.20

	
	
	Buronga
	141.40
	141.40
	141.40

	
	MI
	IHS
—HS

	119.27
	95.42
	85.76


Source:
ACCC from data provided by reporting entities.

Table 5.4
IIOs—$ per ML hypothetical IIO bills for irrigators in gravity-fed irrigation networks—50 ML, 250 ML and 1000 ML of water access entitlement, 100 per cent water delivered, 2013−14

	State
	Operator
	Irrigation network/entitlement category
	50 ML

$/ML
	250 ML

$/ML
	1000 ML

$/ML

	Vic
	GMW
	Torrumbarry
	62.59
	55.23
	53.85

	
	
	Murray Valley
	61.06
	53.70
	52.32

	
	
	Loddon Valley
	57.98
	51.90
	50.76

	
	
	Rochester
	57.67
	50.31
	48.93

	
	
	Central Goulburn
	62.22
	54.86
	53.48

	
	
	Shepparton
	88.10
	80.74
	79.36

	
	LMW
	Red Cliffs
	125.62
	124.02
	123.72

	
	
	Merbein
	114.58
	112.98
	112.68

	
	
	Mildura
	132.94
	131.34
	131.04

	NSW
	West Corurgan
	
	40.56
	40.56
	40.56

	
	Moira
	
	42.00
	42.00
	42.00

	
	MIL
	B1 Class C
	86.35
	42.02
	32.14

	
	Eagle Creek
	
	19.83
	19.83
	19.83

	
	Coleambally
	GS

	47.96
	28.45
	25.29

	
	MI
	SAS
—GS
	61.85
	37.26
	29.01

	
	
	SAS—HS
	73.56
	46.62
	36.07

	
	
	LAW
—GS
	74.22
	34.78
	25.02

	
	
	LAS
—GS
	78.52
	38.34
	27.85

	
	
	LAS—HS
	88.22
	46.13
	33.80

	
	Hay
	
	51.60
	44.78
	43.50

	
	Jemalong
	
	48.57
	48.57
	48.57

	
	Narromine
	
	55.30
	52.10
	51.50

	
	Buddah Lake
	
	46.92
	46.92
	46.92

	
	Trangie-Nevertire
	
	55.75
	55.75
	55.75

	
	Tenandra
	
	44.70
	44.70
	44.70

	
	Marthaguy
	GS
	43.53
	43.53
	43.53

	Qld
	SunWater
	St George
	58.67
	58.67
	58.67


Source:
ACCC from data provided by reporting entities.

As shown in tables 5.3 and 5.4, hypothetical IIO bills vary significantly across operators within pressurised and gravity-fed networks. Generally hypothetical IIO bills in gravity-fed irrigation networks are smaller than in pressurised irrigation networks. This is likely due to the relatively expensive capital costs for pipes and pumps (compared to gravity-fed networks) and higher electricity costs in a pressurised irrigation network. In addition, the hypothetical bill per ML in some IIOs decreases as the size of the water access entitlement increases. For many IIOs the difference is relatively small and is mostly related to account or connection fees (see section 5.5.2). However, the larger differences in MI and MIL’s irrigation networks are due mostly to a tiered tariff structure used to recover some costs (see section 5.5.3).

5.4.3
WPM, bulk and irrigation network components of IIO hypothetical bills

As previously described, an irrigator pays charges in addition to those levied by the IIO for access to, and use of, the IIO’s irrigation network infrastructure. These include WPM charges imposed by Basin State departments and water authorities to recover the costs of WPM activities. They also include bulk water charges imposed on IIOs by a BWS for access to, and use of, BWS infrastructure. These other costs are generally passed through by IIOs to their customers. The hypothetical bills below present the components of hypothetical bills associated with WPM charges, bulk water charges and irrigation network charges. 

Chart 5.1
IIOs—total hypothetical IIO bills for irrigators in pressurised irrigation networks—250 ML of water access entitlement, 50 per cent and 100 per cent water delivered—WPM, bulk water and irrigation network components, 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 5.2
IIOs—total hypothetical IIO bills for irrigators in gravity-fed irrigation networks—250 ML of water access entitlement, 50 per cent and 100 per cent water delivered—WPM, bulk water and irrigation network components, 2013−14
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Source:
ACCC from data provided by reporting entities.

The components of IIO hypothetical bills attributable to WPM charges, bulk water charges and irrigation network charges vary significantly across irrigation networks. In almost all pressurised and gravity-fed irrigation network hypothetical bills WPM and bulk water charges contribute only a small proportion of the total bill. 

The dollar amount of WPM and bulk water charges incorporated into IIO hypothetical bills is more closely related to the Basin State the IIO is located in rather than the size of the IIO or the magnitude of the total hypothetical bill. The highest hypothetical bill for gravity-fed irrigation networks is LMW’s Mildura irrigation networks, costing an irrigator almost $33 000 to have 250 ML of water delivered. However, the WPM and bulk water charges levied are comparable to the WPM and bulk water charges imposed in West Corurgan’s irrigation network where the total hypothetical bill is just over $10 000.

5.5
IIO tariff structures in hypothetical bills

5.5.1
Fixed/variable charges

As described in section 5.3, IIOs generally levy fixed and variable charges to recover the costs of operating relevant infrastructure. 

IIOs costs are largely fixed, in that they do not vary with the volume of water delivered to customers. However, the ratio of fixed to variable charges in IIO tariff structures varies considerably. In some irrigation networks, fixed charges will recover both fixed and variable costs. Conversely, variable charges imposed in some irrigation networks will recover not only variable costs but also contribute to the recovery of fixed costs. 

Chart 5.3 shows the proportion of WPM, bulk water and irrigation network fixed and variable charges, for hypothetical bills with 250 ML of water access entitlement held, and 100 per cent of this volume delivered. 

Fixed charges are shown on the left hand side and variable charges on the right. The overall width of the bar reflects the total the hypothetical bill.

Chart 5.3
IIOs—total hypothetical IIO bills for irrigators—250 ML of water access entitlement, 100 per cent water delivered—WPM (fixed and variable), BWS (fixed and variable) and irrigation network (fixed and variable) charge proportions, 2013−14
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Source:
ACCC from data provided by reporting entities.

As seen in previous years, a relatively larger proportion of total hypothetical bills are associated with WPM and bulk water charges in smaller IIOs such as Jemalong, Narromine and Marthaguy. Variable charges are more likely to make up the majority of hypothetical bills for smaller IIOs. 

As seen in chapter 4, WPM and bulk water charges imposed in Victorian and SA irrigation networks are entirely fixed, whereas WPM and bulk water charges imposed in NSW and Queensland include both a fixed and variable component. On balance, hypothetical bills for NSW IIOs are more heavily weighted towards variable charges than in other Basin States.

Despite this, variable charges in NSW IIOs are broadly equivalent in dollar terms to variable charges in other Basin States. Fixed charges in NSW IIOs’ hypothetical bills are lower on average than in other Basin States.

5.5.2
Account or connection fees

Another common approach taken by IIOs is to levy fixed annual account or connection fees on irrigators. These fixed charges are not based on the volume of water access entitlement or water delivery right held by the irrigator. IIOs in the MDB levy these account or connection fees for a particular service provided by the IIO, per account, per property or size of landholding, or the number and size of outlets or service points connected to the irrigation network. Chart 5.4 shows the percentage of the total IIO hypothetical bill associated with these account or connection fees, for IIOs that impose such fees. 

As shown in chart 5.4, there are seven IIOs and a total of 23 irrigation networks where account or connection fees are imposed. For the majority of IIOs, account or connection fees contribute to only a small percentage of the total hypothetical bill, of between 1 and 4 per cent. 

Hypothetical bills for MI’s irrigation networks have the highest percentage of the total bill associated with account or connection fees compared to other irrigation networks. Between 10 per cent and 36 per cent of hypothetical bills in MI’s irrigation networks are associated with fixed account or connection fees. MI imposes four account or connection fees on irrigators for each landholding, per outlet, an enviroWise charge and rice monitoring charge (only in LAW and LAS irrigation networks).

5.5.3
Tiered tariff structures

Tiered tariff structures are used by MI and MIL to recover costs. Under the tiered structure, a higher per ML price is charged for smaller volumes of water access entitlement or water delivery right held. The average charge per ML decreases as more water is held or delivered to the irrigator. If these lower charges do not represent lower costs of providing services to larger customers, there could be some degree of cross-subsidy, however, these costs are not known. 

Where an IIO applies a tiered tariff structure to recover WPM or bulk water charges incurred on behalf of its customers, there is a potential for customers with small holdings (subject to higher per ML charges) to cross-subsidise customers with larger holdings.

MIL levy their three-tiered charges against the volume of water delivered to an irrigator whereas MI levy their three-tiered charges against an irrigator’s water delivery right for access to infrastructure. MIL also uses similar tiered structure to recover WPM and bulk water variable charges. In Deloitte’s review of MIL’s Network Service Plan (NSP—see box 5.1), it found that this tiered tariff structure or declining block tariff benefits large rice farmers who take either no water or large volumes of water each year compared to smaller irrigators and landholdings who require smaller amounts of water each year.
 

	Box 5.1
Network Service Plans

Under Part 5 of the WCIR, at least once every five years infrastructure operators are required to develop a network service plan (NSP). These rules apply to larger member owned infrastructure operators and medium-sized non-member owned infrastructure operators. Each IIO must develop and provide to customers a network consultation paper (NCP) indicating options and alternatives for maintaining their water service infrastructure over the five year period. A NSP is produced from the NCP process. Under the WCIR, the NSP must include details of major capital works and associated expenditure, required revenue, plans for financing (including any grants or subsidies) and expected levels of service and regulated charges over the five year period.


5.5.4
Drainage charges

Some IIOs provide drainage services in addition to delivering water to irrigation customers. Drainage, either naturally or through additional infrastructure, removes surface or sub-surface water from a given area. Benefits from drainage include nutrient management and reduced water logging, salinity damage to properties and reducing inundation from flooding.

Throughout the MDB there are a number of ways drainage charges are imposed. In some IIOs an additional drainage charge is imposed on the irrigation customer when that service is provided. However, in other IIOs, costs associated with providing drainage services are included in the other fixed and variable charges imposed on the customer to fund water delivery infrastructure.

5.5.5
Casual usage charges

An irrigator’s right to use an IIO’s irrigation network is typically defined by the volume (or flow-rate) of water the irrigator is entitled to under their water delivery right. For example, an irrigator with 100 ML of water delivery right is entitled to have 100 ML of water delivered over the course of the irrigation season. However, most IIOs allow irrigators to have additional access to their infrastructure through casual user arrangements provided the irrigation network capacity is not constrained. 

Charging arrangements to recover costs associated with delivering water on a casual basis vary across IIOs. Some operators simply require the payment of their standard usage charge for usage above water delivery right volumes; others impose a specific casual usage charge set at a higher rate than their standard usage charge. Some IIOs require the payment of the standard usage charge as well as a supplemental charge for casual usage. These diverse charging arrangements are set out in table 5.4.

Table 5.4
IIOs—charges payable for usage above water delivery right volume 
	Operator
	Standard usage charge
	Casual usage charge(s)

	CIT
	
	–

	GMW
	–
	

	LMW
	

	–

	MIL
	–
	


	WMI
	–
	

	West Corurgan
	
	

	Coleambally
	–
	–

	MI
	–
	


	Trangie-Nevertire
	
	

	Tenandra
	
	–

	Marthaguy
	
	


Source:
IIO schedule of charges.

In 2013−14, the majority of reporting IIOs did not deliver water under casual user arrangements, reflecting the relatively dry conditions across much of the MDB. Table 5.5 provides the total volume of water delivered on a casual user basis, and as a percentage of total water delivered within the IIO during 2013−14. This table also shows the ratio of an operator’s total charge(s) for casual usage (usage above water delivery right) to the standard usage charge (usage with water delivery right).

Table 5.5
IIOs—volume of water delivered above irrigators’ water delivery right—percentage of total water delivered by IIO—ratio of the total charge(s) for casual usage (usage above water delivery right) to the standard usage charge (usage with water delivery right), 2013−14

	Operator
	Volume of water delivered under casual user arrangements (ML)
	Per cent of total water delivered
	Ratio—Charge(s) for casual usage divided by standard usage charge

	CIT
	5 544
	5.16
	1.00

	GMW
	1 350
	0.10
	6.64

	LMW
	954
	0.95
	1.00

	MIL
	8 759
	0.95
	1.00-–4.5580

	WMI
	1 911
	7.04
	1.37

	West Corurgan
	1 315
	2.97
	1.26

	Coleambally
	1 229
	0.41
	No usage charges

	MI
	24 198
	3.46
	2.40

	Tenandra
	1 129
	7.38
	1.00


Source:
ACCC from data provided by reporting entities and IIO schedule of charges.

During 2013−14, 46 389 ML was delivered by reporting entities in the MDB on a casual use basis. MI delivered the largest volume of casual use water to irrigators. However, it represented less than 4 per cent of total water delivered by MI during 2013−14. 

Table 5.5 shows a clear link between the proportion of water delivered by IIOs under casual user arrangements and the charge premium for casual usage. Those IIOs that did not impose any premium on casual usage (and simply required the payment of their standard usage charge) delivered the largest volumes of water under casual user arrangements. Conversely, a higher variable charge was correlated with lower demand.

5.5.6
Conveyance loss charges

A conveyance loss is the amount of water that is lost as it moves through the irrigation network. Conveyance losses occur through evaporation and seepage to groundwater. The nature of an irrigation network, as well as prevailing weather and soil conditions, will affect the amount of water lost.

Roughly half of reporting entities in table 5.1 hold a separate conveyance licence to cover these losses. IIOs that hold conveyance licences incur WPM and bulk water charges on these licences, which are then passed on to customers, in a variety of ways. 

MI imposes an additional government conveyance charge on irrigators which recovers the costs associated with WPM and bulk water charges levied against MI’s conveyance licence. This approach is in contrast to Coleambally, which applies the rebate received from State Water against WPM and bulk water charges incurred for its conveyance licence, meaning that no such charges are passed on to its customers.

Another approach applied by West Corurgan, is to cover the WPM and bulk water charges associated with conveyance losses by rolling them into a fixed charge levied on the basis of water delivery right held. This approach means that the single government charge listed on West Corurgan’s schedule of charges is more than the sum of WPM and bulk water charges applicable to water access entitlements. This is because the charge recovers WPM and bulk water charges imposed not only on the irrigator’s share of West Corurgan’s water access entitlement, but also the WPM and bulk water charges incurred on West Corurgan’s water access entitlement held to cover conveyance losses.

Tenandra does not have a separate conveyance licence but instead includes the conveyance loss as part of the irrigator’s water access entitlement. An irrigator is delivered a volume associated with their irrigation right less a conveyance loss factor. This means that if an irrigator has an allocation against their irrigation right of 600 ML and the conveyance loss factor for that water year was 10 per cent, the irrigator will receive 540 ML of water.

Other IIOs use a combination or one of the above options to recover WPM and bulk water charges associated with conveyance losses.

Where costs of conveyance water are only passed on to irrigation right holders, a transformed irrigator that has retained their right of access to the irrigation network (i.e. they have not terminated their water delivery right) will not contribute towards the costs associated with conveyance losses. Due to lack of transparency in some IIOs’ charges, it is difficult to ascertain the extent to which these costs are recovered through charges imposed on irrigators who hold an irrigation right and those which are imposed on irrigators who hold a water delivery right.

Furthermore, where an IIO does not clearly specify whether charges are payable on an irrigation right or water delivery right (or on some other basis) it can be difficult for an irrigator to make informed decisions about separately managing their water and delivery needs.

5.6
Changes in IIO hypothetical bills for 2013−14

Hypothetical bills for most IIOs increased in nominal terms from 2012−13, as set out in charts 5.5 and 5.6. The rate of change in the consumer price index is shown for illustrative purposes.

Most hypothetical bills for irrigators in pressurised irrigation networks increased by a relatively small percentage, between 1 and 4 per cent in nominal terms. Hypothetical bills for CIT’s irrigation networks and one of WMI’s irrigation networks decreased in real terms.

Hypothetical bills for MI’s IHS high security and MIL’s irrigation networks decreased in nominal terms in 2013−14. MI’s IHS high security hypothetical bill decreased primarily due to decreases in the actual electricity charges incurred for pump stations in this irrigation network. 

The percentage increase in hypothetical bills for gravity-fed irrigation networks was more varied. The majority increased by between 2 and 6 per cent, although hypothetical bills for West Corurgan and Tenandra increased by almost 12 per cent.

Chart 5.5
IIOs –nominal percentage change in total hypothetical IIO bills for irrigators in pressurised irrigation networks—250 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 5.6
IIOs –nominal percentage change in total hypothetical IIO bills for irrigators in gravity-fed irrigation networks—250 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Changes to hypothetical bills between 2012−13 and 2013−14 are attributed to changes in dollar values in WPM charges, bulk water charges and irrigation network charges. These charges are shown in charts 5.7 and 5.8. 

Chart 5.7
IIOs –dollar change in WPM, bulk water and irrigation network charges for irrigators in pressurised irrigation networks—250 ML of water access entitlement, 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 5.8
IIOs –dollar change in WPM, Bulk and irrigation network charges for irrigators in gravity-fed irrigation networks—250 ML of water access entitlement, 100 per cent water delivered, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Charts 5.7 and 5.8 show how WPM charges, bulk water charges and irrigation network charges each contribute to the changes in IIO’s hypothetical bills between 2012−13 and 2013−14. Most changes in total hypothetical IIO bills for pressurised irrigation networks were due to changes in IIOs’ irrigation network charges. Hypothetical bills in Victoria were more heavily influenced by changes in WPM charges and bulk water charges: more than 31 per cent of the total dollar change in GMW’s Nyah irrigation network was associated with changes in bulk water charges).

There is more variation in the drivers of hypothetical bill changes in gravity-fed irrigation networks compared to pressurised irrigation networks. Jemalong had both the smallest dollar change and proportion of dollar change attributed to changes in irrigation network charges. For Jemalong’s total hypothetical bill increase of $640, $615 was attributed to increases in WPM and bulk water charges. In Moira and Buddah Lake, the increase in WPM and bulk water charges between 2012−13 and 2013−14 was fully offset by the decrease in the irrigation network charges. Although irrigation network charges decreased in Marthaguy, it did not offset the increase in WPM and bulk water charges between 2012−13 and 2013−14. 

For irrigation networks in MI, WMI and Trangie-Nevertire, the proportion of hypothetical bills attributable to bulk water charges decreased between 2012−13 and 2013−14. This is likely due to a change in the way IIOs choose to pass on the bulk water charges incurred in relation to conveyance losses (see section 5.5.6). 

5.7
Long term trends of regulated irrigation network charges

5.7.1
Total IIO hypothetical bill

This is the fifth year the ACCC has produced hypothetical bills for IIOs. The following section looks at the changes to bills for most operators during this time.
 Again, the rate of change in the consumer price index is shown for illustrative purposes.

Since 2009−10, all hypothetical bills have increased in nominal terms; several have not increased in real terms. 

In pressurised irrigation networks, bills have increased by between 9 per cent (in WMI’s Buronga irrigation network) and 42 per cent (in GMW’s Nyah irrigation network) over the last five years. The rate of increase has been more varied in gravity-fed irrigation networks, ranging from a nominal increase of 4 per cent in Coleambally, through to an increase of 71 per cent in Narromine. Since 2009−10, MI and Coleambally have had particularly low increases in hypothetical bills. For gravity-fed irrigation networks, bill increases have tended to be greatest in smaller IIOs.

Chart 5.9
IIOs –nominal percentage change in total hypothetical bills for irrigators in pressurised irrigation networks—250 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 5.10
IIOs –nominal percentage change in total hypothetical bills for irrigators in gravity-fed irrigation networks—250 ML of water access entitlement, 50 per cent and 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

5.7.2
Drivers for IIO hypothetical bill changes

WPM, bulk water and irrigation network charges

Charts 5.11 and 5.12 show the proportion of total changes in IIO hypothetical bills attributable to irrigation network charges and to WPM/bulk water charges between 2009−10 and 2013−14.

Chart 5.11
IIOs –components of total dollar change in hypothetical bills for irrigators in pressurised irrigation networks—250 ML of water access entitlement, 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

Chart 5.12
IIOs –components of total dollar change in hypothetical bills for irrigators in gravity-fed irrigation networks—250 ML of water access entitlement, 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

For some IIO irrigation networks it is not possible to compare 2009−10 hypothetical IIO bills due to data limitations. For these IIOs, chart 5.13 compares hypothetical bills across four years between 2010−11 and 2013−14.

Chart 5.13
Select IIOs—components of total dollar change in hypothetical bills—250 ML of water access entitlement with 100 per cent water delivered, 2010−11 to 2013‑14
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Source:
ACCC from data provided by reporting entities.

For both irrigation network charges and WPM and bulk water charges, there is no consistency in the year where the largest proportion of dollar changes to IIO hypothetical bills for irrigators occurred. 

In pressurised networks, changes in irrigation network charges and WPM and bulk water charges have been relatively consistent over the period.

Gravity-fed irrigation networks have had more decreases in actual irrigation network charges compared to WPM and bulk water charges. These decreases typically occurred in the earlier (drier) part of the period and were often followed by an offsetting increase in irrigation charges in subsequent years. This suggests that some IIOs with gravity-fed irrigation networks have amended their irrigation network charges (over which they have control) in response to climatic conditions.

Similarly, some operators appear to have adjusted the level of increase in their irrigation network charges with reference to the level of increase in WPM and bulk water charges that they must pass on to customers. This suggests that, when faced with large increases in charges from a Basin State department or water authority (for WPM charges) and/or their BWS (for bulk water charges), an IIO may elect to defer or modify increases in their own irrigation network charges, and vice versa, favouring price stability for their customers over revenue certainty for the IIO.

The decrease in WPM and bulk water charges in MI’s irrigation networks is connected to the way MI recovers WPM and bulk water charges associated with its conveyance licence. Like Coleambally, MI receives a rebate from State Water which affects the total WPM and bulk waters charges passed through to irrigators each year and the dollar change in WPM and bulk water charges each year.

The impact of infrastructure upgrades

As noted elsewhere, there has been significant government investment in upgrading or replacing IIOs’ irrigation networks throughout the MDB. While some of the water savings arising from these upgrades have been transferred to the Commonwealth Government (to help ‘bridge the gap’), the per ML cost of this type of water recovery can be significantly higher than the per ML cost of purchasing water access entitlements through the market. 

It has been suggested that IIOs can be reluctant to impose adequate irrigation network charges to maintain infrastructure in the face of resistance from customers/members. The consequential degradation of the network has been cited as a reason for (publicly funded) infrastructure upgrades.
 

Infrastructure upgrades can bring about higher operating costs (for example, energy costs) or maintenance costs (e.g. replacement parts)—which could necessitate higher irrigation network charges following an upgrade. 

The information collected for this report is not sufficient to allow the ACCC to make any findings on the impacts of infrastructure upgrades.

5.7.3
Changes to the proportion of fixed charges since 2009−10

A key decision for an IIO when setting irrigation network charges is determining what weighting to give to fixed compared to variable irrigation network charges. The level of fixed irrigation network charges will also influence the maximum termination fee that can be imposed on an irrigator if they terminate access to the IIO’s irrigation network (see section 6.4).

As set out in section 5.4.3, a component of each IIO’s hypothetical bill is attributable to irrigation network charges set by the IIO. Within this, a proportion will be attributable to either fixed or variable irrigation network charges. This proportion varies across IIOs and over time.

In pressurised irrigation networks, this proportion has been relatively constant over the last five years, albeit at very different levels across IIOs. The smallest proportion is for CIT’s high pressure irrigation network, ranging from 38 per cent in 2009−10 to 35 per cent in 2013−14. GMW’s Tresco irrigation network has the highest proportion ranging from 78 per cent in 2009−10 to 81 per cent in 2013−14. 

For larger gravity-fed irrigation networks, this proportion is also relatively constant for most irrigation networks over the last five years, ranging from around 55 per cent to 100 per cent, but with most proportions of fixed irrigation network charges between 70 and 80 per cent. 

For smaller gravity-fed irrigation networks, this proportion is much more varied. There is no clear trend across the five years between 2009−10 and 2013−14. However, there is a small stabilising trend in all smaller IIOs from 2012−13. Until 2012−13, the proportion of total fixed irrigation network charges increased for some IIOs but decreased for others, as shown in chart 5.14. 

Chart 5.14
Smaller IIOs– proportion of irrigation network charges in hypothetical bills that are fixed—250 ML of water access entitlement, 100 per cent water delivered, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting entities.

This variation in the proportion of fixed irrigation network charges in smaller IIOs may be consistent with a more reactive tariff setting process (as suggested in section 5.7.2). This is in contrast to the more formalised processes in many larger IIOs, including those required to develop network service plans by the WCIR (see box 5.1). 

5.7.4
Movement towards upper bound pricing

As set out in section 4.7.1, in relation to BWSs, governments committed under the National Water Initiative to achieving lower bound pricing for rural water infrastructure, and moving to upper bound pricing where practicable. 

The ACCC does not request data on IIOs’ costs, and this data is not generally available, so it is not possible for this report to assess movement towards ‘upper bound pricing’ by IIOs. The National Water Commission previously reported on certain financial aspects of some other (member-owned) IIOs, but these reports have been discontinued.

Chapter 6
Irrigation infrastructure operators—transformation, termination and trade

This chapter discusses:

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

•
the level and drivers of termination fees

•
the interaction between transformation, termination and trade

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

	Findings

•
Since 2009−10 there has been a significant decline in the annual number of transformations, the total volume of water transformed and the average volume of transformed in each application.  

•
In 2013−14, there were 212 transformation applications and 42 GL of water transformed, the lowest number since 2009−10. This reduction in transformation activity may be due to the 2013 Commonwealth announcement that priority would be given to infrastructure projects over water buybacks.

•
Although there is considerable variability across many IIOs in the percentage of their irrigation rights that have been transformed, the overwhelming majority of irrigation rights held at 1 July 2009 remain untransformed across the MDB. 

•
The median IIO processing time for transformation applications continued to be significantly larger in NSW compared to SA, while comparable government median processing times were similar. 

•
Irrigators who transform their irrigation right are continuing, in many cases, to retain their right of access to irrigation networks. The volume of irrigation rights transformed, as a percentage held at 1 July 2009 is significantly larger than the percentage of water delivery rights terminated. 

•
Termination fees, and changes in the level of these fees, are highly variable across IIOs. In 2013−14, hypothetical termination fees were between $50 per ML (in Eagle Creek) and $1185 per ML (in LMW’s Robinvale network). 

•
IIO’s attitudes to, and experience with, water allocation trade varied across the MDB. Water delivery trade provided an alternative to termination in several IIOs.


6.1
Transformation activity

As described in section 2.2.1., transformation occurs when an irrigator converts their entitlement to water under an irrigation right—typically the irrigator’s contractual share of an irrigation infrastructure operator (IIO)’s water access entitlement (WAE)—into a separate WAE held by the irrigator or by some other person. Transformation allows an irrigator to participate in the water market more easily and provides the irrigator with greater control over decisions related to timing, quantity and location of trade. 

IIOs that can give effect to transformation are mainly located in NSW and SA. These IIOs typically hold a group WAE on behalf of their customers, who in turn hold an irrigation right against the IIO. In Victoria and Queensland, irrigators typically already hold a WAE directly and as such, the concept of transformation is not relevant.

Table 6.1 shows the total and average volume of irrigation rights transformed and the number of transformations in IIOs that can give effect to transformation since 2009−10. 

Table 6.1
Number and volume of transformations, 2009−10 to 2013−14

	Year
	Number of applications for transformation
	Average volume transformed (ML)
	Total volume transformed (GL)

	2009−10
	465
	310
	144

	2010−11
	291
	330
	96

	2011−12
	298
	260
	78

	2012−13
	287
	340
	97

	2013−14
	212
	200
	42

	Total
	1553
	290
	457


Source:
ACCC from data provided by reporting IIOs.

Since 2009 there has been a significant decline in the number of applications for transformation and the total and average volume of irrigation rights transformed. In 2013−14 a total of 212 applications for transformation were received, with 42 GL of irrigation rights transformed. This was the lowest volume, average volume and number of transforming customers since 2009−10. 

The significant decrease in the volume of irrigation rights transformed since 2009−10 is likely due to a combination of factors including reduced government participation in the water market, water market conditions and the dissipation of pent-up demand that existed prior to the commencement of the Water Market Rules 2009 (WMR).

Over the last five years, the Commonwealth Environmental Water Holder has been an active participant in the water market, purchasing water from irrigators through water buybacks and other water recovery (infrastructure) programs.
 To date, through these water recovery activities, the Commonwealth has recovered two-thirds of the water required to meet commitments for the recovery of environmental water under the Murray-Darling Basin Plan.
 

Chart 6.1 shows the volume transformed in the four largest IIOs (by amount of WAEs held or managed on behalf of customers) since 2009−10.

Chart 6.1
Large IIOs—volume of transformations, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

The volume of irrigation rights transformed in three of the four largest IIOs decreased in 2013−14. CIT was the only large IIO where there was an increase in the volume of irrigation rights transformed, but this was minor. Since 2009−10, the volume of irrigation rights transformed has generally been declining in Coleambally and CIT. There has been greater variability in the volume transformed by irrigators in MIL and MI. 

Chart 6.2 shows the volume transformed in all other reporting IIOs since 2009−10.

Chart 6.2
Other reporting IIOs—volume of transformations, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Since 2009−10 there has been considerable variability in the volume of irrigation rights transformed within and across small IIOs that can give effect to transformation. There was a significant decline in the volume of transformations in WMI and Narromine in 2013−14. Although there was still a substantial volume of transformation in Narromine due to the rationalisation of its irrigation network under the Commonwealth’s Private Irrigators Infrastructure Operators Program (PIIOP).

Even relatively small absolute amounts of transformation can be material for smaller IIOs. Chart 6.3 shows the volume of irrigation rights that have been transformed in reporting IIOs to date as a percentage of irrigation rights held on 1 July 2009. 

Chart 6.3
All IIOs that can give effect to transformation—per cent of irrigation rights transformed since July 2009
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Source:
ACCC from data provided by reporting IIOs.

The majority of irrigation rights held at 1 July 2009 remain untransformed in 2013−14. However, there has been considerable variability across many IIOs in the proportion of their customers’ irrigation rights that have been transformed. The largest percentage transformed is in Narromine where 38.1 per cent of irrigation rights held at 1 July 2009 have been transformed. This is mainly due to the recent rationalisation of its network. This is compared to irrigators in Moira, which had the smallest percentage of irrigation rights transformed at 1.7 per cent.

Chart 6.4 shows at an aggregate level, the cumulative volume of irrigation rights transformed across all IIOs to date, as a percentage of irrigation rights held on 1 July 2009. 

Chart 6.4
Per cent of irrigation rights transformed since July 2009

[image: image46.jpg]



Source:
ACCC from data provided by reporting IIOs.

Since 2009−10, irrigators have transformed 14.7 per cent of the volume of irrigation rights held at 1 July 2009, with a clear downward trend in the annual percentage transformed over this period.

When an irrigator transforms, they may elect to transform only part of their entitlement to water under their irrigation right. Chart 6.5 shows the breakdown of the percentage of irrigation right transformed for all IIOs that had transformations in 2013−14. 

Chart 6.5
All IIOs that had transformations—number of transformations, broken down by per cent of an irrigation right transformed, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

In 2013−14, across IIOs there was significant variation in the proportion of customers transforming either less than 25 per cent or more than 75 per cent of their irrigation right. In MIL, Coleambally and Hay, the majority of customers transformed at least 75 per cent of their irrigation right. This would be consistent with irrigators exiting the irrigation network or irrigation altogether. In contrast, the majority of customers in CIT, RIT and Jemalong transformed less than 25 per cent of their irrigation right. Transformation of less than 25 per cent of an irrigation right is more consistent with an irrigator transforming in order to trade surplus water. In most IIOs, the proportion of customers transforming between 25 and 75 per cent of their irrigation right was relatively small. 

Chart 6.6 groups together IIOs in NSW and SA to show the breakdown of the percentage of irrigation right transformed in each state.

Chart 6.6
NSW and SA IIOs—number of transformations, broken down by per cent of irrigation right transformed, 2012−13 and 2013−14
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Source:
ACCC from data provided by reporting IIOs.

IIOs in NSW and SA vary in the proportion of customers transforming either less than 25 per cent, or at least 75 per cent, of an irrigation right (as identified in chart 6.5). In 2012−13 and 2013−14, the majority of applications for transformation in NSW were for irrigators seeking to transform at least 75 per cent of their irrigation right. On the other hand, the majority of applications for transformation in SA were to transform less than 25 per cent of their irrigation right. 

Chart 6.7 shows the breakdown of the percentage of irrigation right transformed in all reporting IIOs since 2009−10. 

Chart 6.7
All IIOs that had transformations—proportion of transforming customers, broken down by per cent of irrigation right transformed, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Since 2009−10, there had been an increasing trend for transformations to involve less than 25 per cent of the volume of irrigation right held, and a decreasing trend in the proportion of transforming customers who transformed more than 75 per cent of their irrigation right. However, in 2013−14 these trends stabilised somewhat. Irrigators transforming the majority of their irrigation right continue to represent a minority of transforming customers.

6.2
Transformation arrangements

Each IIO has its own particular transformation procedures in place. Generally, however, the process for transformation can be broken down into two stages—IIO and government processing. 

IIO processing commences when an irrigator submits an application to the IIO. An IIO is necessarily involved in the application process as transformation reduces the IIO’s WAE. At this stage, a transformation processing fee is usually paid by the irrigator. For most IIOs in 2013−14, this fee ranged from $225 to $385. A number of administrative procedures and approvals are carried out in this initial stage as outlined in box 6.1.

	Box 6.1
Administrative procedures and approvals in the initial IIO processing stage

The WMR require that IIOs establish procedures for transformation and in particular, make information readily available to irrigators about how to apply for transformation. IIOs can require irrigators to provide information that is reasonably necessary for transformation.

Complete application

IIOs can only process a complete application for transformation. A complete application is one where the irrigator has provided all the necessary information, paid the appropriate processing fees (payable to the IIO and government bodies) and there are no outstanding fees or charges payable in respect of the irrigation right. 

Security

An IIO can request that an application for transformation be underwritten with a form of security. This is required when an irrigator will maintain water delivery rights after transforming either all of their irrigation right, or part of their irrigation right such that the ratio of water delivery right to irrigation right (after transformation) exceeds 5:1. An IIO cannot refuse to accept one of the following forms of security: a security deposit, a bank guarantee, an irrigation right that the irrigator continues to hold, a charge over an unencumbered WAE and any other form of security agreed to by the irrigator and IIO. 

Approval from a person with legal or equitable interest in the irrigation right

In order to transform an irrigation right, approval must be sought from any person who holds a legal or equitable interest in the irrigation right. For example, under a mortgage arrangement, a bank (or mortgagee) might hold an interest in the irrigation right. 

Agreement on details of the irrigation right or water delivery right

An IIO must provide an irrigator with details of their irrigation right and water delivery right upon request. These requests for information may be issued at the same time as a transformation application. 

IIOs are required to notify the ACCC if a transformation application is not approved within the regulated time periods.


Once the IIO approves the application, the IIO forwards it onto the relevant Basin State government approval and/or registration authority. This commences stage two, government processing.

Government processing of a transformation application involves state authority approval and title registration (reduction of the IIO’s WAE, and registration of the irrigator’s separately held WAE). In SA, an IIO will forward an application to the DEWNR. This government department performs both roles of state authority approval and titles registration. 

In NSW on the other hand, there are two separate government departments and an additional IIO processing time. NOW provides state authority approval for the IIO’s WAE to be subdivided. NOW sends the application back to the IIO to submit to NSW Land and Property Information for registration of the subdivision. 

In both SA and NSW, the transformation is complete when the new WAE is registered.

6.2.1
Processing times

The WMR seek to reduce the transaction costs that could be imposed by an IIO on an irrigator during the application process. In doing so, a purpose of the WMR is to limit the barriers that could be imposed on an irrigator in transforming their irrigation right. 

The time taken to process an application is one of the transaction costs involved in transformation. Transformation is often done to facilitate the trade of water outside of the irrigation network and as such, the number of days to process an application for transformation is important.

IIOs must process applications for transformation within 20 business days. Some conditions apply to extend this period, including the time taken for the IIO and irrigator to agree on the details of the irrigation right or water delivery right, and to obtain the consent of those with an interest in the irrigation right.

Chart 6.8 shows the breakdown of the median number of days for the IIO and government processing stages of an application for transformation in NSW and SA in 2013−14.

Chart 6.8
NSW and SA—median days to process applications for transformation, breakdown between IIO and government processing, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

In 2013−14, there was no significant difference between NSW and SA in the median number of days taken for government processing of transformation applications. Although NSW has a two stage process, the total time taken (seven days for approval, 11 days for registration) was broadly the same as in SA (18.5 days). 

However, median IIO processing times were significantly longer in NSW than SA in 2013−14. IIOs in NSW took a median 18 days to process and approve an application for transformation, compared with 5.5 days in SA. Additionally, due to the differences in the application process, there was a median period of eight extra days between when applications were returned to the IIO by the NOW and when these were forwarded on to NSW Land Property Information for registration.

Chart 6.9 illustrates the median total number of days to process an application for transformation in IIOs in NSW and SA since 2009−10. The total number of days is calculated as the time between the submission of the application to the IIO and the registration of the irrigator’s separate WAE. 

Chart 6.9
NSW and SA—median days to process a transformation application, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

During 2013−14, there was an increase in the median total number of days to process a transformation application in IIOs in NSW and SA. Since 2009−10, the median number of days to complete the application process has been consistently and significantly larger in NSW than in SA. This is most likely due to the requirement for the IIO in NSW to receive the application from the state authority and then forward it on to the titles office. In SA, this step is not required of the IIO. Additionally, there has been substantial variability in processing times in NSW, while processing times in SA have remained relatively steady.

6.3
Termination activity

As set out in section 2.2.2., an irrigator’s right to access an IIO’s irrigation network is often represented by their water delivery right. When an irrigator wants to reduce their right of access to an irrigation network, they can terminate some or all of their water delivery right.
 IIO’s will typically impose a termination fee (considered in detail in section 6.4.) which, once paid, will remove any ongoing obligation on the irrigator to pay recurring access charges. 

The following sections report on termination activity in those IIOs that can give effect to transformation, and in other IIOs.

6.3.1
Termination activity in IIOs that can give effect to transformation

Table 6.2 shows the number and volume of terminations in IIOs that can give effect to transformation since 2009−10.

Table 6.2
IIOs that can give effect to transformation—number and volume of terminations, 2009−10 to 2013−14

	Year
	Number of customers terminating
	Average volume terminated (ML)
	Volume of water delivery rights terminated (GL)

	2009−10
	414
	255.77
	105.89

	2010−11
	94
	346.49
	32.57

	2011−12
	76
	396.58
	30.14

	2012−13
	103
	221.65
	22.83

	2013−14
	88
	403.75
	35.53

	Total
	775
	292.85
	226.96


Source:
ACCC from data provided by reporting IIOs.

The total volume of water delivery rights terminated in IIOs that can give effect to transformation, and the average volume terminated, increased in 2013−14. A total of 88 customers terminated 35.53 GL of water delivery rights. This was the largest volume of water delivery rights terminated in a single year since 2009−10. Nearly all of this volume was in MIL and associated with their network rationalisation.

In 2013−14, there were two programs operating within MIL to rationalise the irrigation network, under which many irrigators terminated a large fraction of their water delivery rights. Some irrigators terminated water delivery rights to participate in an MIL program (set up in 2011) to reduce the fees paid by customers who use their water predominantly for domestic rather than irrigation purposes. Other irrigators terminated their water delivery rights and disconnected their landholding from the irrigation network in order to shift from their current irrigation activities to dry-land farming.
 Sub-system retirement is one of many activities that will be undertaken within MIL under the PIIOP, with all projects expected for completion in 2017.
 

6.3.2
Termination activity in other IIOs

This section reports on termination activity in IIOs that cannot give effect to transformation. These IIOs include:

•
five joint water supply schemes in NSW (Marthaguy, Tenandra, Trangie-Nevertire, Eagle Creek and Buddah Lake): customers jointly hold the statutory WAE, rather than the IIO holding the WAE on behalf of its customers and 

•
two government owned corporations in Victoria: GMW and LMW, whose customers individually hold their own statutory WAE.
 

Table 6.3 shows the number and volume of terminations in joint water supply schemes in NSW since 2009−10. 

Table 6.3
Joint water supply schemes—number and volume of terminations for, 2009−10 to 2013−14

	Year
	Number of terminations
	Average volume of water delivery right terminated (ML)
	Volume of water delivery right terminated (GL)
	Percentage of water delivery right held on 1 July 2009 terminated

	2009−10
	0
	0
	0
	0

	2010−11
	10
	545.00
	5.45
	3.41

	2011−12
	34
	922.35
	31.36
	19.63

	2012−13
	3
	320.00
	0.96
	0.60

	2013−14
	2
	115.00
	0.23
	0.14

	Total
	49
	775.51
	38
	23.78


Source:
ACCC from data provided by reporting IIOs.

In 2013−14, there were only two customers that terminated water delivery rights in joint water supply schemes of a total volume of 0.23 GL. This continues the declining trend from the previous year. To date, irrigators in joint water supply schemes have terminated a total of 23.78 per cent of irrigation rights held on 1 July 2009, of which the vast majority (19.63 per cent) was terminated in 2011−12.

Table 6.4 shows the number and volume of terminations in GMW and LMW since 2009−10.

Table 6.4
GMW and LMW—number and volume of terminations, 2009−10 to 2013−14

	Year
	GMW
	LMW

	
	Number of terminations
	Delivery share terminated
(ML/day)
	Number of terminations
	Delivery share terminated
(ML/14 days)

	2009−10
	43
	35.85
	90
	593.29

	2010−11
	69
	67.23
	11
	34.60

	2011−12
	130
	100.34
	9
	36.10

	2012−13
	161
	190.73
	7
	20.00

	2013−14
	136
	148.67
	9
	24.60

	Total
	539
	542.82
	126
	708.59


Source:
ACCC from data provided by reporting IIOs.

In 2013−14, there was a decrease in the number and volume of terminations in GMW. This is a departure from the increasing trend that had been evident since 2009−10. There were 136 irrigators who terminated water delivery shares at a total volume of 148.67 ML/day. In contrast, there was an increase in the number and volume of terminations in LMW during 2013−14. 

6.4
Termination fees

A termination fee can be imposed on irrigators terminating their right of access to an IIO’s irrigation network. A right of access includes a right to delivery and in some irrigation networks, a right to drainage. Termination fees are regulated under the Water Charge (Termination Fees) Rules 2009 (WCTFR).

The WCTFR link termination fees to terminating access to an irrigator’s network rather than to water trade out of an area. Therefore, the rules seek to remove a key trade barrier and facilitate efficiently functioning markets.
 On the other hand, the WCTFR also seek to ensure that when the right of access to an irrigation network is terminated, the termination fee mitigates the impact on other irrigators that remain within the irrigation network. Broadly, the WCTFR cap the total amount of termination fee that can be charged to ensure there is an appropriate balance between the need to reduce barriers to trade and the legitimate interests of IIOs and remaining customers.

The maximum amount of the termination fee under the WCTFR is ten times the Total Network Access Charge (TNAC). The TNAC comprises the fixed irrigation network charges associated with a right of access to an irrigation network.

This section reports on the level and percentage change in hypothetical termination fees in all reporting IIOs. Hypothetical termination fees are calculated in order to provide a meaningful comparison of termination fees across IIOs. The key assumptions of this analysis are set out below.

•
Hypothetical termination fees are calculated assuming an irrigator holds 250 ML of water delivery right,
 and terminates either 50 per cent, or 100 per cent, of this volume.

•
Some IIOs list on their schedule of charges a termination fee that is lower than that implied by their fixed irrigation network (access) charge. In these cases, the hypothetical termination fee is calculated using this lower amount. 

•
Furthermore, some 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 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. 

6.4.1
Hypothetical termination fees for 2013−14

The charts in this section are shown separately for pressurised and gravity fed networks. This is to allow for comparisons between the charts in chapter 5 for IIO hypothetical bills for fixed irrigation network charges. Given that for many IIOs the termination fee is equivalent to ten times the fixed irrigation network charge/s, many of the trends discussed in chapter 5 are relevant to hypothetical termination fees.

Chart 6.10 shows that there is considerable variability in the level of hypothetical termination fees between IIOs with pressurised irrigation networks. The differences between these IIOs are similar to the observation in section 5.5.1. of significant variability in the proportion of fixed to variable charges. 

Chart 6.10
IIOs—$ per ML hypothetical termination fees for irrigators in pressurised irrigation networks, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Charts 6.11 and 6.12 show the level of hypothetical termination fees in gravity-fed irrigation networks for small and large IIOs. IIOs have been classified as large or small according to the volume of irrigation rights/water access entitlements held or managed on behalf of customers (volumes over 125 GL are classified here as ‘large IIOs’). 

Some of the IIOs in charts 6.11 and 6.12 impose fixed irrigation network charges which are not levied according to the volume of water delivery right held, but rather on the number and size of connections, the size of landholding, per account, or some other way. Other IIOs have a tiered tariff structure for charges levied on the basis of water delivery right volumes. For these IIOs, the hypothetical termination fee is reported for both the 50 per cent and 100 per cent termination scenario. For all other gravity-fed irrigation networks, hypothetical termination fees are simply ten times the fixed irrigation network charges levied on the basis of water delivery right. For these operators, the per ML hypothetical termination fee is the same regardless of the volume of water delivery right terminated. Therefore, only the one termination scenario is presented. 

Chart 6.11
Large IIOs—$ per ML hypothetical termination fees for irrigators in gravity-fed irrigation networks, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Chart 6.12
Small IIOs—$ per ML hypothetical termination fees for irrigators in gravity-fed irrigation networks, 2013−14 
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Source:
ACCC from data provided by reporting IIOs.

The per ML hypothetical termination fees are lower and less variable in most small IIOs than in large IIOs. 

LMW’s hypothetical termination fees are considerably larger than in all other gravity-fed irrigation areas. This is despite LMW having the lowest proportion of fixed to variable charges. 

Hay’s hypothetical termination fee is larger than other small IIOs. This is consistent with section 5.7.3. showing that of these IIOs, Hay has the largest proportion of fixed to variable irrigation network charges. While Eagle Creek and Jemalong also have a large proportion of fixed to variable charges, the charges overall are lower and therefore, the hypothetical termination fees are relatively low. 

Chart 6.13 shows the relationship between the average proportion of fixed irrigation network charges (between 2009−10 and 2013−14) and the actual cumulative volume of water delivery right terminated as a percentage of water delivery right held since 2009−10. This chart excludes those IIOs that impose separate charges for each of their irrigation networks (CIT, GMW, LMW, MI and WMI). 

Chart 6.13
Select IIOs—average proportion of fixed irrigation network charges (between 2009−10 and 2013−14) and cumulative volume of water delivery right terminated as a percentage of water delivery right held since 2009−10
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Source:
ACCC from data provided by reporting IIOs.

Chart 6.13 shows that there is a weak-negative relationship between the percentage of fixed charges and the cumulative percentage of water delivery right terminated since 2009−10. There is some indication that the higher the proportion of fixed irrigation network charges, the lower the volume of water delivery right terminated (as a percentage of water delivery rights held at 1 July 2009). 

Charts 6.14, 6.15 and 6.16 report the nominal percentage change in hypothetical termination fees in pressurised and gravity-fed irrigation networks. Most of the percentage change in hypothetical termination fees is due to changes in fixed irrigation network charges (trends in the percentage change of fixed irrigation network charges were analysed in section 5.7.3.).

Chart 6.14
IIOs—nominal percentage change in $ per ML hypothetical termination fees for irrigators in pressurised irrigation networks, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

For most large IIOs in pressurised irrigation networks, the percentage change in hypothetical termination fees was less than 4 per cent in 2013−14. The largest percentage increase in hypothetical termination fees was in WMI’s Coomealla irrigation network. The increase in the termination fee listed on WMI’s schedule of charges is consistent with the increase in the fixed irrigation network charges. 

The only percentage decrease in hypothetical termination fees in pressurised irrigation networks was in LWM’s Robinvale irrigation network. This is due to a decrease in the drainage fee which was larger than the increase in the irrigation network access fee. 

Charts 6.15 and 6.16 show the percentage change in per ML hypothetical termination fees for large and small gravity-fed irrigation networks. For irrigation networks in large IIOs, per ML termination fees have increased by around 4 per cent. For irrigation networks in small IIOs, changes were considerably more varied.

Chart 6.15
Large IIOs—nominal percentage change in $ per ML hypothetical termination fees for irrigators in gravity-fed irrigation networks, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Chart 6.16
Small IIOs—nominal percentage change in $ per ML hypothetical termination fees for irrigators in gravity-fed irrigation networks, 2012−13 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

In 2013−14, the largest percentage increases in small gravity-fed irrigation networks were in Tenandra and West Corurgan, corresponding to increases in their fixed irrigation network charges. West Corurgan increased its termination fee so that it was equivalent to ten times the fixed irrigation network charge; the fee listed on the 2012−13 schedule of charges was less than ten times the irrigation network charges. 

There was no change in fixed irrigation network charges in Jemalong and Marthaguy from 2012−13 to 2013−14. Accordingly, there was no change in hypothetical termination fees in these IIOs. Similarly, there was no change to the termination fee listed on Buddah Lake’s schedule of charges. However, as shown in chart 5.12, fixed irrigation network charges did in fact decrease over this period. This was as a result of Buddah Lake not passing on the increase in State Water’s fixed bulk water charge. The separately listed termination fee was not affected by this decision.

There was a decrease in hypothetical termination fees in only two of the gravity-fed irrigation networks, Moira and MIL’s B1 Class C category. The decrease in the hypothetical termination fee in MIL’s B1 Class C category irrigation network corresponds with a decrease in the fixed irrigation network access charge; all other fixed irrigation network charges included in the calculation of this hypothetical termination fee are levied on a per landholding or outlet basis and remain unchanged. The analysis assumes that these latter fees are only imposed when 100 per cent of the water delivery right is terminated. Accordingly, the percentage decrease in hypothetical termination fees is larger for the 50 per cent termination scenario than the 100 per cent scenario. In Moira, there was a slight decrease in fixed irrigation network charges (see section 5.7.3.) and therefore the hypothetical termination fee.

6.4.2
Actual termination fees imposed in 2013−14

A termination fee was not imposed on the vast majority of customers who terminated water delivery rights in 2013−14. 189 of the 235 customers who terminated water delivery rights. This includes 60 customers from MIL and 129 customers from GMW.
 The reason termination fees were not imposed largely relates to the funding provided from government-funded water recovery (infrastructure) programs. 

MIL reported that termination fees were not applicable due to a domestic customer initiative program and the PIIOP (as previously outlined above). GMW reported that termination fees were not imposed on the vast majority of terminations due to customer participation in modernisation projects operating in the irrigation network. Box 6.2 provides an overview of the GMW Connections Project, previously the Northern Victoria Irrigation Renewal Project (NVIRP).

	Box 6.2
NVIRP/GMW Connections Project in the Goulburn Murray Water Irrigation Network

The GMW Connections Project is a $2 billion Australian Government, Victorian Government and Melbourne Water funded project. It aims to recover 425 GL in long-term annual water savings through increasing the efficiency of irrigation water use within GMW’s irrigation networks. 
  This project falls under one of the Commonwealth’s water recovery (infrastructure) programs to recover water for the environment as per commitments under the Murray-Darling Basin Plan.

The major activities in the project include:

•
the automation of channels and meters to improve accuracy in the delivery of water 

•
modernisation of the backbone channel (the major supply channels within the GWM irrigation network) and the realignment of connections from the local spur channel network to the backbone channel and

•
upgrades to repair leakages and reduce evaporation thereby reducing inefficiencies within the water service infrastructure. 

The project commenced in 2008 and is expected to be completed in 2018.


For the 46 customers who charged a termination fee in 2013−14, chart 6.17 shows the percentage of water delivery right terminated in two groups of IIOs that have been separated according to the way in which fixed irrigation network charges are levied: 

•
Group one IIOs include in their TNAC fixed irrigation network charges which are not levied according to the volume of water delivery right held and/or have a tiered tariff structure for charges levied on the basis of water delivery right volumes.

•
Group two IIOs have a hypothetical termination fee which is a simple multiple of ten times the fixed irrigation network charge(s) levied on the basis of water delivery right, or simply list a separate termination fee on their schedule of charges.

Chart 6.17
Number of terminating customers who paid a termination fee and percentage of water delivery right terminated, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

The proportion of customers terminating 100 per cent of their water delivery right was similar between IIOs from group one and group two. While group one IIOs had some customers terminate nearly all of their water delivery right (more than 95 per cent but less than 100 per cent), there were no such customers among group two IIOs. This is consistent with the tariff structures of group one IIOs, where a customer will face a higher termination fee when terminating the last portion of their water delivery right, compared to the per ML termination fee paid up until that point.

6.5
Transformation, termination and trade decisions

Transformation, termination and trade decisions are often closely interlinked.

Transformation and the protections set out in the WMR provide irrigators with a greater capacity to manage their water related business decisions. The irrigator may choose to trade some or all of the WAE that results from transformation. They will also choose whether to continue to hold, or terminate, their right of access to their IIO’s irrigation network. 

Under the WMR, an irrigator can make the decision to trade their water separately to a decision about the level of access to the IIO’s irrigation network. 

An irrigator can transform their irrigation right and trade the resulting WAE (or water allocations made to it) without terminating their water delivery right. For example an irrigator that does not terminate their water delivery right upon selling their WAE could purchase water allocation (temporary trade) and still have this water delivered against their water delivery right within their IIO’s irrigation network. 

Alternatively, an irrigator might consider trading the WAE resulting from transformation in order to downsize their irrigation activity (or to change to a less intensive form of irrigation activity) and may terminate some of their water delivery right within the irrigation network when transforming. An irrigator may also decide to trade the WAE and exit irrigation altogether and therefore elect to terminate all of their water delivery right.

6.5.1
Termination with a corresponding transformation

This section provides an overview of the relationship between transformation and termination decisions within IIOs that can give effect to transformation. 

Table 6.5 shows the volume of irrigation rights transformed and water delivery rights terminated since 1 July 2009, for all IIOs that can give effect to transformation. 

Table 6.5
All IIOs that can give effect to transformation—volume of irrigation rights transformed and water delivery rights terminated since 1 July 2009, 2009−10 to 2013−14

	Year
	Volume transformed as a per cent of irrigation rights held at 1 July 2009
	Volume terminated as a per cent of water delivery rights held at 1 July 2009

	2009−10
	4.64
	1.25

	2010−11
	3.10
	0.38

	2011−12
	2.51
	0.36

	2012−13
	3.10
	0.27

	2013−14
	1.34
	0.42

	Total
	14.70
	2.68


Source:
ACCC from data provided by reporting IIOs.

As a percentage held at 1 July 2009, the volume of irrigation rights transformed (14.70 per cent) is significantly larger than the percentage of water delivery rights terminated (2.68 per cent). This indicates that many irrigators are transforming their irrigation rights but electing not to reduce their right of access to the irrigation network. For some irrigators at least, this may be due to an intention to continue irrigating using water allocation purchased from other parties or traded in from other property holdings. However, for other irrigators the up-front cost of termination fees may be too high.

Chart 6.18 shows the number of customers making transformation and/or termination decisions since 2009−10.

Chart 6.18
All IIOs that can give effect to transformation—number of customers, transformation and/or termination decisions, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

Since 2009−10, there has been a rapid decline in the number of customers transforming and terminating at the same time. From 2010−11 on, the majority of customers making transformation and/or termination decisions have been customers who transformed without terminating; however, this share has been declining since 2011−12. There has been a corresponding increase in the number of customers who terminated without transforming, much of which is associated with infrastructure upgrades and network rationalisation. The volume of water delivery rights terminated without a transformation includes 33.24 GL of water delivery rights terminated in MIL due to network rationalisation under their domestic customer initiative program and the PIIOP.

Chart 6.19 shows the volume of water delivery rights terminated with and without transformation (in the same application) since 2009−10. 

Chart 6.19
All IIOs that can give effect to transformation—volume of water delivery rights terminated with and without transformation, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

There was a significant increase in the volume of water delivery rights terminated without a transformation in 2013−14. For the first time, the majority of the volume of water delivery rights terminated were from customers terminating without transformation. 

There was a significant decrease in the volume of water delivery rights terminated with transformation in 2013−14. This decline is consistent with the decreasing trend since 2009–10 of the volume of water delivery rights terminated with transformation. 

Chart 6.20 shows the breakdown of the total volume of irrigation rights transformed since 2009−10 by customers who transformed with a termination compared to those customers who transformed without a termination.

Chart 6.20
All IIOs that can give effect to transformation—volume of irrigation rights transformed with and without termination, 2009−10 to 2013−14
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Source:
ACCC from data provided by reporting IIOs.

As illustrated above, not only has the overall volume of transformation has been declining, but the proportion of this volume associated with a termination has also been decreasing. 

Chart 6.21 shows the relationship between the percentage of an irrigation right transformed and percentage of water delivery right terminated, for all IIOs that can give effect to transformation in 2013−14.

Chart 6.21
All IIOs that can give effect to transformation—number of transformations, broken down by per cent of irrigation right transformed with and without termination, 2013−14
, 
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Source:
ACCC from data provided by reporting IIOs.

Not surprisingly, where customers transformed and terminated at the same time, they generally transformed and terminated a similar percentage of their holdings.

Customers who terminated without transformation, generally terminated a large proportion of their water delivery right. By comparison, customers who transformed with termination, generally transformed a relatively small proportion of their irrigation right. There were significantly more customers who transformed without termination, and greater variability in the percentage of irrigation right transformed.

6.5.2
Water allocation (‘temporary’) trade into, out of and within IIOs

The ability to do water allocation (‘temporary’) trades into, out of and within an irrigation network will affect an irrigator’s decisions on whether to transform or terminate. If there are restrictions on trading water allocation out of an irrigation network, an irrigator may be more inclined to consider transformation as a means of gaining control over their water allocation trade decisions. Similarly, if an IIO facilitates trade into its irrigation network, irrigators may be more inclined to maintain their right of access and not terminate. 

All reporting entities had some water allocation trade during 2013−14. Table 6.6 sets out the volume of water allocation that was traded into, out of and within each IIO during 2013−14.

Table 6.6
All IIOs—IIO water allocation trade, 2013−14

	Operator
	Water allocation
traded in (ML)
	Water allocation
traded out (ML)
	Water allocation
traded within (ML)

	CIT
	4 916
	23 696
	10 647

	RIT
	264
	13 319
	3 250

	GMW
	214 974
	451 733
	1 173 775

	LMW
	1 190
	6 981
	11 207

	West Corurgan
	1 804
	14 794
	22 902

	Moira
	43
	0
	4 296

	MIL
	94 478
	104 105
	263 554

	Eagle Creek
	490
	4 471
	50

	WMI
	3 426
	19 342
	2 866

	Coleambally
	38 563
	22 073
	110 935

	MI
	77 298
	120 278
	236 961

	Hay
	12
	2 846
	278

	Jemalong
	2 323
	11 641
	3 102

	Narromine
	669
	939
	3 900

	Buddah Lake
	0
	1 826
	0

	Trangie-Nevertire
	3 538
	1 187
	1 810

	Tenandra
	10 427
	631
	1 684

	Marthaguy
	9 155
	5
	1 329

	SunWater
	7 502
	147
	5 203


Source:
ACCC from data provided by reporting IIOs.

There is a large variation in the volume of water allocation (‘temporary’) trade within reporting IIOs. GMW’s irrigation network customers traded the vast majority of water allocation within or between GMW’s irrigation networks, which is unsurprising given its scale. 

However, this was not the case for smaller IIOs such as Hay, Jemalong and Eagle Creek where the majority of all water allocation traded in 2013−14 was traded out of the IIO. In contrast, no water allocation was traded out of Moira and only five ML was traded out of Marthaguy.

Irrigators located in northern MDB IIOs traded more water allocation into the IIO than out of the IIO. This is the opposite of irrigators in southern MDB IIOs where more water allocation was traded out of the IIO rather than in. This could have been influenced by the relatively dry conditions in the northern MDB. 

To give an indication of an IIO’s openness to water allocation trade, chart 6.22 shows the volume of water allocation trade into, out of and within IIOs as a proportion of the total volume of water delivered in 2013−14.

Chart 6.22
Select IIOs—volume of water allocation traded into, out of and within an IIO as a proportion of the total volume of water delivered, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

For 2013−14, there are a number of interesting comparisons that can be made between IIOs in the volume of water allocation trade as a proportion of total volume delivered.

For Marthaguy, Tenandra and Trangie-Nevertire, of the total volume of water delivered in 2013−14, the majority of the volume was traded into these IIOs. Conversely, the amount of internal trade (trade of water allocation within the IIO) was almost 90 per cent of total water delivered. Further, in Hay, the volume of water allocation traded out was almost equivalent to the volume of water delivered, with no water allocations traded into Hay. In MIL, MI and Narromine, there was a relatively even spread between the volume of water traded into, out of and within these IIOs. 

6.5.3
Water delivery right trade

An irrigator may also elect to trade, rather than terminate, their water delivery right. Such trades commonly occur in association with the trade of an irrigation right from one irrigator to another within the same irrigation network. Trades of water delivery right alone are less common. 

The Basin Plan water trading rules, which commenced on 1 July 2014, prohibit an IIO from unreasonably restricting the trade of water delivery right.

Chart 6.23 shows the volume of water delivery right traded within an IIO’s irrigation network. Trades just involving water delivery right are reported separately from ‘bundled’ trades involving both water delivery right and either a water access entitlement or irrigation right. 

Chart 6.23
Select IIOs—volume of water delivery right traded with and without water access entitlement or irrigation right, 2013−14
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Source:
ACCC from data provided by reporting IIOs.

In 2013−14, for most IIOs, the volume of water delivery right traded with a water access entitlement or irrigation right was greater than the volume of water delivery right traded alone. The exceptions were Coleambally and MI, which also had the largest volume of water delivery right trade in total. 

As noted above, trading water delivery right is an alternative to termination. Chart 6.24 shows the relationship between the total volume of water delivery right traded and the total volume of water delivery right terminated in 2013−14 (as a percentage of water delivery right held as at 1 July 2009).

Chart 6.24
Total volume of water delivery right traded and total volume water delivery right terminated (as a per cent of water delivery right held as at 1 July 2009), 2013−14

[image: image66.jpg]



Source:
ACCC from data provided by reporting IIOs.

Generally, in 2013−14 where there was a greater volume of water delivery right trade, there was a smaller volume of water delivery right terminated. This is consistent with the view that expanding opportunities for irrigators to trade their water delivery right can provide a meaningful alternative to termination. 

As the Basin Plan water trading rules are implemented, water delivery right trading opportunities may expand. Also, to the extent that more IIOs impose higher premiums for casual usage of their irrigation networks (see section 5.5.5.) demand for water delivery rights could increase over time. 

Chapter 7
Compliance with the Rules

This chapter provides an overview of the ACCC’s compliance and enforcement activities during 2013−14. In particular, the chapter discusses:

•
the ACCC’s approach to compliance and observations about compliance

•
compliance activities including complaints and inquiries and

•
the ACCC’s compliance agenda for 2014−15.

	Findings

•
The ACCC received a steady flow of water market and water charge rule-related complaints and inquiries in 2013−14 and conducted 13 investigations into potential breaches of the Rules.

•
The ACCC has identified fewer compliance concerns in 2013−14 than in previous years, confirming that transformations and terminations are becoming part of ordinary business practice for infrastructure operators.

•
Operators’ policies and practices continue to evolve and the ACCC will continue to engage with operators to ensure these changes are consistent with the Rules.

•
The water planning and management information published by the relevant Queensland and ACT departments in 2013−14 continues to fall short of the publication requirements under the Rules.


7.1
Introduction

The ACCC is the responsible enforcement agency for the water charge rules and water market rules made under Part 4 of the Water Act (collectively, Rules).
 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. 

Under the Competition and Consumer Act 2010 (Cth) (CCA), the ACCC can also take action to enforce compliance by infrastructure operators, water brokers and other water specialists with the requirements under that Act. 

This chapter reports on the compliance and enforcement activities carried out in 2013−14 by the ACCC in relation to the Rules. It also provides some observations about compliance with the Rules, drawing on the outcomes of investigations and the subject matter of complaints and inquiries to the ACCC.

7.2
Approach to compliance

The ACCC pursues an approach to compliance and enforcement of the Rules aimed at fostering a culture of compliance among regulated water stakeholders and minimising the risk of their policies or practices causing harm to water users and other consumers through conduct contrary to the Rules. 

The ACCC undertakes targeted compliance and enforcement activities designed to:

•
ensure that infrastructure operators, Basin State departments and water authorities understand their obligations under the Rules and provide accurate and relevant information to customers

•
encourage greater engagement by infrastructure operators with the ACCC, to bring to the ACCC’s attention any policies or plans that may place the operator at risk of breaching the Rules and causing harm to customers and other water users

•
provide compliance assistance to regulated water stakeholders, particularly smaller infrastructure operators

•
ensure that water users (and their advisors) understand their rights and engage with the ACCC if they have concerns about policies or practices of their infrastructure operator or other regulated water stakeholders

•
work in partnership with other agencies, including the Murray Darling Basin Authority (MDBA), to improve the operation of water markets and outcomes for water users.
 

Where the ACCC identifies policies or practices of regulated water stakeholders that are at risk of breaching the Rules and may cause harm to water users, the ACCC’s approach to enforcing compliance is focused on achieving proportionate and sensible outcomes through a model of cooperative stakeholder engagement.

The ACCC exercises its enforcement powers independently in the public interest with integrity and professionalism and without fear, favour or bias. Consistent with the water charging and water market and trading objectives in the Water Act,
 the ACCC is committed to:

•
promoting efficient operation of water markets and minimising transaction costs on water trades

•
ensuring that all water users have reasonable opportunities to access water markets and are not unreasonably restricted from trading their water rights

•
achieving pricing transparency and

•
providing appropriate protection of third-party interests.

7.3
Compliance activities in 2013−14

In 2013−14, the ACCC completed a range of activities designed to assess 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, Basin State departments and water authorities in response to the ACCC’s 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

•
targeted compliance reviews—ACCC staff undertook a review of disconnection fees charged by irrigation infrastructure operators (IIOs), resulting in an investigation into the fees charged by one operator

•
meetings with irrigators—ACCC staff met with irrigators during 2013−14 to discuss their concerns about the policies of their IIOs and give guidance on the Rules as well as the role of the ACCC in the water industry

•
education sessions for infrastructure operators and legal practitioners—ACCC staff presented education sessions for infrastructure operators and legal practitioners to raise awareness of the Rules and build understanding of compliance with the Rules

•
release of Guidelines on specific requirements of the Rules—the ACCC released Guidelines on termination fees and the GST. These Guidelines are part of a series published by the ACCC designed to improve operator understanding of specific provisions of the Rules

•
industry information gathering—the ACCC reviewed submissions to the Independent Panel conducting the statutory review of the Water Act in order to identify relevant compliance issues raised by water stakeholders.

7.4
Complaints and inquiries from water stakeholders

The number of complaints and inquiries received by the ACCC from water stakeholders has remained steady in 2013−14 compared to 2012−13 (see table 7.1). 

Table 7.1
Complaints and inquiries from water stakeholders, 2011−12 to 2013−14

	Water stakeholders
	2011−12
	2012−13
	2013−14

	Irrigators
	20
	14
	13

	Infrastructure operators
	7
	17
	13

	Water specialists and interest groups
	22
	10
	8

	Other water stakeholders
	22
	5
	14

	Total 
	71
	46
	50


In 2013−14, many of the irrigator inquiries related to concerns about restrictions on water trading and disputes over infrastructure access and delivery fees and charges. This supports the observation made in the previous Water Monitoring Report that the processes of transformation and termination are becoming part of ordinary business practices of infrastructure operators. 

Operators usually approached the ACCC seeking guidance on how to comply with specific provisions of the Rules or with questions about consistency with the Rules of proposed new policies or approaches to charging. Water specialists contacted the ACCC to seek clarification on the operation of the Rules or the application of the Rules to the policies or practices of particular infrastructure operators. There were also some contacts from other water stakeholders who requested general information or guidance material. 

7.5
Observations about compliance

In 2013−14, the ACCC conducted 11 investigations into suspected breaches of the Rules. These investigations arose out of compliance concerns identified through either complaints or ACCC‑initiated compliance reviews. During 2013−14, staff commenced seven new investigations and concluded seven investigations (some of which commenced in the same year).

Of the seven investigations concluded in 2013−14, in two cases the ACCC identified policies, practices or conduct of infrastructure operators that were likely to have contravened the Rules. The alleged breaches were generally minor 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. The ACCC worked with the infrastructure operators to ensure that they took practical steps to remedy any detriment to customers and address future compliance with the Rules. In a further three cases, the ACCC considered that the operator’s policies, practices or conduct gave rise to potential breaches of the Rules. In these cases, the ACCC provided guidance on the risk of breach and worked with the operator to address future compliance with the Rules.

The ACCC continued to monitor information published to meet the requirements of the Water Charge (Planning and Management Information) Rules 2010. The ACCC again formed the view that the relevant Queensland and ACT departments have failed to adequately meet those requirements. However, the NSW department has addressed concerns previously identified by the ACCC by publishing the information required under the Rules.

	Box 7.1
Case study: levying regulated water charges not included in the schedule of charges

After conducting a targeted compliance review, the ACCC identified that one infrastructure operator levied a number of fees on its customers, including connection, re-location, re-activation and disconnection fees that were not listed in the schedule of charges provided by the operator to its customers. 

Under the Water Charge (Infrastructure) Rules 2010 (WCIR), infrastructure operators are not permitted to levy a regulated water charge unless the operator has provided a copy of its current schedule of charges to its customers and the regulated charge is listed in it. The WCIR and Water Charge (Termination Fees) Rules 2009 also specifically require connection and disconnection fees to be identified separately to other fees on an operator’s schedule of charges. 

The ACCC chose to resolve this matter administratively, after the operator voluntarily undertook a review of its charges and updated its schedule of charges to include all the regulated water charges in accordance with the requirements of the WCIR.


7.6
Compliance agenda for 2014−15

The ACCC has pursued the approach of proactively monitoring and enforcing compliance with the Rules over the past five years. During this period the ACCC worked cooperatively with regulated water stakeholders to identify and remedy policies and practices restricting opportunities for water users to trade their water access rights and irrigation rights.

As operators’ policies and practices continue to evolve, the ACCC will continue to work with operators to ensure this evolution occurs consistently with the Rules.

The review of the water charge rules in 2015 presents a further opportunity for the ACCC to assess existing, new or emerging issues and their impact on water users and the operation of water markets.
 In conducting the review, the ACCC will consult widely with water stakeholders, including infrastructure operators, irrigators, Basin State governments, water specialists and other interested parties. During consultations, the ACCC will engage with water stakeholders on a range of compliance and policy issues.

The ACCC will use the information gathered in the course of the review to reassess its compliance approach and priority areas for compliance and enforcement activities. However, there are some forms of conduct that are so detrimental to water users and the effective operation of water markets that the ACCC will always regard them as a priority. These include policies and practices of infrastructure operators that have a predominant purpose or effect of restricting or deterring water users from freely participating in water markets.

The ACCC will continue to proactively monitor compliance with the Rules while the review is in progress.

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

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
�	Please see �HYPERLINK  "http://www.environment.gov.au/water/legislation/water-act-review"�http://www.environment.gov.au/water/legislation/water-act-review� for further information on the Water Act Review.


�	Please see �HYPERLINK  "http://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development"�http://www.accc.gov.au/regulated-infrastructure/water/water-projects/review-of-the-water-charge-rules-advice-development� for further information on the water charge rule review.


�	Transformation is the process by which an irrigator permanently transforms their right to water under an irrigation right (typically a contractual right) against an IIO, into a water access entitlement (statutory right) held by the irrigator (or anybody else other than the IIO).


�	The ACCC also has a role in enforcing the fair trading and competition provisions in the Competition and Consumer Act 2010, which applies to all businesses including those in the water industry.


�	Please see �HYPERLINK  "http://www.accc.gov.au/regulated-infrastructure/water/water-guides"�www.accc.gov.au/regulated-infrastructure/water/water-guides� for the ACCC’s guidance material.


�	Water Act, s. 94(1)(a).


�	Water Act, s. 99(1)(a).


�	Water Act, s. 94(1)(b) and s. 99(1)(b).


�	The ACCC typically collects data for monitoring purpose from BWSs and IIOs that hold (or whose customers hold) more than 10 GL of water access entitlement. In addition the ACCC collects information from IIOs who hold less than 10 GL for compliance purposes.


�	DEPI changed its name on 1 January 2015 to the Department of Environment, Land, Water and Planning (DELWP).


�	State Water changed its name to Water NSW on 1 January 2015 after merging with the Sydney Catchment Authority.


�	A water delivery right may be measured in a number of different ways, including in ML, number of delivery entitlements (where a delivery entitlement) 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.


�	Statistics on trade in this section have been supplied by the Bureau of Meteorology.


�	This includes flood mitigation and asset management of dams, lakes, weirs and other water storage structures.


�	This includes taking customers’ orders, determining and implementing storage releases, monitoring water usage and administering customers’ water accounts.


�	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.


�	To date, no operator has made such a distribution to their members.


�	2011−12 ACCC Water Monitoring Report, sections 5.1 and 5.2.


�	LMW manages the licensing of private diverters, but does not manage bulk water storage facilities. LMW imposes its own bulk water charges to recover the cost of bulk water charges imposed on it by GMW and its own costs for managing these private diverters.


�	National Water Initiative Pricing Principles: Principles for cost recovery of water planning and management activities, April 2010, p. 12.


�	Under the Water Act 2007, section 4, Basin States are NSW, Victoria, Queensland, SA and the ACT.


�	National Water Initiative Pricing Principles: Principles for cost recovery of water planning and management activities, April 2010 Appendix B (A framework for classifying water planning and management activities), pp. 19−21.


�	WCPMIR, Rule 5(2)(j) sets out the disclosure requirements of WPM activities and associated costs.


�	The MDBA carries out a number of WPM activities including: environmental works relating to joint assets, salinity management, water quality monitoring, interstate water trade reconciliation, water monitoring and evaluation and environmental works (for example construction of fishways and pest fish management).


�	Murray Darling Basin Agreement, Parts VII and VIII set out the joint activities. Clause 72 provides a formula for determining the contribution provided by the Commonwealth and Basin States. The MDBA annual report, notes to their Financial Accounts, discloses the total amount contributed to the MDBA for joint activities as well as the contributions of Basin States. The MDBA annual report does not break down these contributions by functions.


�	MDBA, Annual Report 2013−14, October 2014, Note 4, p. 155. In addition to these contributions by Basin States, the Commonwealth Government contributed almost $19 million to the MDBA’s jointly funded programs.


�	In 2013−14, DEPI (Victoria) identified a contribution of $4.2million to the MDBA, while DEWNR (SA) noted a contribution of $9.5 million.


�	On 1 January 2015, the Victorian Department of the Environment and Primary Industries was renamed as the Department of the Environment, Land, Water and Planning.


�	This was originally introduced in the 2012−13 RFI, with an additional ‘mixed’ category so that Basin State departments and authorities could include WPM activities which they could not readily categorise. For the 2013−14 RFI, the ‘mixed’ category was removed.


�	WCPMIR, Rule 5(2)(j)(ii).


�	While this is a publishing requirement of the WCPMIR, the ACCC only requested this data from Basin State departments and authorities from 2012−13 onwards.


�	The charges are determined by the NSW Minister based on advice from the Independent Pricing and Regulatory Tribunal (IPART) of the maximum charge that can be applied in each valley for their efficient costs. IPART conducts reviews every three to four years and sets the maximum charge that can be imposed in every year over the determination period.


�	IPART, Review of prices for the Water Administration Ministerial Corporation, February 2011, p. 199. The Water Administration Ministerial Corporation is the legal entity representing NOW’s WPM functions.


�	According to the Environmental Contribution Order 2012−16 the contribution of an individual water authority is determined as a multiple of the revenue allowed in (a) by the rate in (b) :


(a)	For 2012−13 the revenues considered are the 2006−07 amounts for the following services: retail fixed and variable water and sewerage services, trade waste, irrigation services, stock and domestic services and diversion services. It excludes bulk water, bulk sewage, drainage, waterways services, developer contributions and gifted assets. For 2013−14 and onwards to 2016 it assumes the revenue amounts for the above services at their 2010−11 amounts.


(b)	For urban water authorities, it is 5 per cent of the above revenues. For rural water authorities, it is 2 per cent of the above revenues and for rural water authorities who deliver urban functions it is 2 per cent on irrigation services and 5 per cent on other services.


�	The ESC includes, in each water authority’s determination, a contribution amount. Water authorities are also required to specify this contribution in their annual reports. The Environmental Contribution Order runs for four years and will expire in June 2016.


�	Please see the ACCC website �HYPERLINK  "http://www.accc.gov.au/publications/accc-water-monitoring-report"�2013−14 Water Monitoring Report—monitoring approach and assumptions�.


�	In Victoria, all government charges, including WPM charges determined by the Minister and imposed by the water registrar, are calculated in fee units. Each year the Victorian Department of Treasury and Finance sets the dollar value of its fee units which is consistent with CPI increases. According to information published by DNRM, ACTESDD and DEWNR, WPM charges are set in regulation. These charges are amended each year by a factor usually equivalent to CPI.


�	DNRM provided WPM charge data in 2011−12. The data provided did not correctly reflect the usage of certain charges and meant that the estimated WPM revenue presented in that year ($11.2 million) was a significant overestimate. Amended data was provided the following year indicated the revenue estimate was just under $1.6 million.


�	As part of its process to determine NOW’s charges, IPART determines a set of ‘efficient’ costs that can be passed on to water users. IPART then set a level of charges that would allow the NOW to recover these efficient costs.





�	ACCC Water Monitoring Report 2012−13, p. 134. This commentary was confirmed by appendix A of the Victorian Auditor General’s Office report Administration and Effectiveness of the Environmental Contribution Levy, 2014.


�	The number of bulk water delivery customers was not collected for BWSs in 2013−14. As such the numbers shown here refer to 2012−13 customer numbers.


�	Please see the ACCC website �HYPERLINK "http://www.accc.gov.au/publications/accc-water-monitoring-report"�2013−14 Water Monitoring Report—monitoring approach and assumptions�.


�	Although many BWS customers will hold less than 1000 ML of water access right, and some will hold much more, hypothetical bills would be a constant amount per ML for different sized holdings for most BWSs and would only vary slightly for the remainder.


�	The northern and southern MDB have different characteristics. The northern MDB is drier, flatter and has a more variable landscape than the southern MDB. The southern MDB also receives most of its rainfall during the winter whereas the northern MDB receives most of its rainfall in summer months. For these reasons, hypothetical bills for the northern and southern MDB are presented separately.


�	Bulk refers to other customers of GMW in the Goulburn system or Murray system who are not classed as ‘private diverters’, these are Victorian ‘bulk entitlement’ holders (often urban water authorities or other rural water authorities) who usually extract larger volumes of water from the watercourse.


�	Bulk refers to other customers of GMW in the Goulburn system or Murray system who are not classed as ‘private diverters’, these are Victorian ‘bulk entitlement’ holders (often urban water authorities or other rural water authorities) who usually extract larger volumes of water from the watercourse.


�	Private diverters are customers of GMW and extract water directly from either the Goulburn system (which includes the Goulburn, Broken, Campaspe, Loddon and Bullarook regulated water sources) or the Murray system (which includes the Murray and Ovens regulated water sources). This could include environmental water holders or urban water authorities with a Victorian water share. This does not include holders of a Victorian bulk entitlement. 


�	HS refers to high security NSW water access licence.


�	Note: three outlying points were excluded from this chart, however, they were consistent with the line of best fit.


�	Water Act 2007 (Cth) s.212. 





�	ESC Victoria (prepared by Cardno Consultants), 2012 Review of Prices—Assessment of Expenditure Forecasts for Goulburn Murray Water, 2012, p. 22. This report shows GMW incorporating MDBA costs into its expenditure forecasts for the period of Water Plan 3 (with significant increases for 2013−14 through to 2015−16).


�	2013−14 DEPI RFI response noted a $4.2 million payment made from the Environmental Contribution to MDBA joint activities.


�	Please see �HYPERLINK  "http://www.accc.gov.au/regulated-infrastructure/water/state-waters-regulated-charges-2014-17-review"�http://www.accc.gov.au/regulated-infrastructure/water/state-waters-regulated-charges-2014-17-review� for further information on the State Water price determination.


�	Please see �HYPERLINK  "http://www.environment.sa.gov.au/managing-natural-resources/river-murray/water-charges-and-how-they-are-spent"�http://www.environment.sa.gov.au/managing-natural-resources/river-murray/water-charges-and-how-they-are-spent� for further information on SA contributions to the MDBA.


�	LMW also impose their own WPM charge directly on their customers, as described in chapter 3.


�	The percentage change in CPI from 2012−13 to 2013−14 is calculated as the percentage change in the financial year index average between 2012−13 and 2013−14.The CPI figure is 2.71 per cent.


�	Where assumptions for calculating BWS hypothetical bills have changed during these five years, the assumptions adopted for the 2013−14 report have been applied across all previous years to enable accurate comparison.


�	No water charge information is available for DNRM and for SA private diverters in relation to 2009−10 charges, therefore charts 4.6 and 4.7 do not include these systems. Hypothetical bills for SA private diverters increased by around 15 per cent (in nominal terms) from 2010−11 to 2013−14 and for DNRM by around 11 per cent.


�	The percentage change in CPI from 2009−10 to 2013−14 is calculated as the percentage change in the financial year index average between 2009−10 and 2013−14. The CPI figure is 10.82 per cent.


�	For urban water infrastructure, governments committed to upper bound pricing by 2008.


�	WCIR Rule 29.


�	IIO customer numbers were not collected in 2013−14, instead 2012−13 customer numbers are presented.


�	Conveyance licence is a water access right held by the IIO to cover the water losses incurred in running its network and delivering water to its customers (see section 5.5.6).


�	Australian Bureau of Statistics, Water use on Australian farms, �HYPERLINK  "http://www.abs.gov.au/ausstats/abs@.nsf/mf/4618.0"�http://www.abs.gov.au/ausstats/abs@.nsf/mf/4618.0�. 


�	National Water Commission, Waterlines Report Series No 53—Technological change in the Australian irrigation industry: implications for future resource management and policy development, August 2011.


�	Australian Bureau of Statistics, Water use on Australian farms, �HYPERLINK  "http://www.abs.gov.au/ausstats/abs@.nsf/mf/4618.0"�http://www.abs.gov.au/ausstats/abs@.nsf/mf/4618.0� 


�	All IIOs’ irrigation networks are used to deliver water. However, some IIOs also provide a drainage service and may impose a separate charge for this (see section 5.5.4).


�	Please see the ACCC website 2013−14 Water Monitoring Report—monitoring approach and assumptions.


�	IHS refers to MI’s Integrated Horticulture Supply pricing group.


�	HS refers to high security NSW water access licence.


�	GS refers to general security NSW water access licence.


�	SAS refers to MI’s Small Area Supplies (excluding IHS) pricing group.


�	LAW refers to MI’s Large Area Supplies Wah Wah (excluding IHS) pricing group.


�	LAS refers to MI’s Large Area Supplies non Wah Wah (excluding IHS) pricing group.


�	Deloitte, Report to the ACCC and Murray Irrigation Limited under Part 5 of the Water Charge (Infrastructure) Rules 2010, p. 46.


�	LMW identify a casual user fee on its schedule of charges but it is equivalent to the delivery share fee or standard usage fee in all irrigation networks. 


�	MIL use a tiered casual usage charge which only applies when an irrigator uses above 120 per cent of their water delivery right. 


�	MI customers are required to pay the relevant tiered facilities charge in addition to the casual usage charge for each ML of water delivered as casual use.


�	This represents the premium payable on the marginal cost of water usage. It should be noted that fixed costs associated with holding a water delivery right are not included in this table, but would be relevant to longer-term considerations about the merits of holding water delivery right versus relying on casual user arrangements.


�	In MIL, the first 5 ML of casual usage is charged at the standard usage charge (hence a ratio of one), subsequent casual usage is charged at a premium.


�	The percentage change in CPI from 2012−13 to 2013−14 is calculated as the percentage change in the financial year index average between 2012−13 and 2013−14. The CPI figure is 2.71 per cent. 


�	Due to changes in the approach to IIO tariff structures, regulated charges and schedules of charges, it is not possible to reproduce all five years of hypothetical bills in consistent a way for all IIOs. For this reason, the long-term IIO hypothetical bill analysis does not include Trangie-Nevertire or MI’s IHS high security irrigation network. In addition, where it has not been possible to apply 2013−14 assumptions to all previous years, the previous set of assumptions (used from 2009−10 to 2012−13) have been used to enable accurate comparison.


�	The percentage change in CPI from 2009−10 to 2013−14 is calculated as the percentage change in the financial year index average between 2009−10 and 2013−14. The CPI figure is 10.82 per cent. 


�	It was not possible to separate out WPM and bulk water charges due to data limitations and the manner in which these charges are passed on by IIOs.


�	Please see �HYPERLINK  "http://www.accc.gov.au/publications/accc-water-monitoring-report"�2013−14 Water Monitoring Report—monitoring approach and assumptions� available on the ACCC’s website for further information on the assumptions used in the analysis.


�	It should be noted that the hypothetical bills presented here assume 100 per cent of water access entitlement volumes is delivered. An IIO setting charges for the coming season is likely to have a more realistic estimate of demand and therefore could also take this into account.


�	Department of the Environment, Water, Heritage and the Arts, Submission to the Productivity Commission Draft Research Report—Market Mechanisms for Recovering Water in the Murray-Darling Basin, 19 February 2010, �HYPERLINK  "http://www.pc.gov.au/inquiries/completed/murray-darling-water-recovery/submissions/subdr085.pdf"�http://www.pc.gov.au/inquiries/completed/murray-darling-water-recovery/submissions/subdr085.pdf�. 


�	Please see �HYPERLINK  "http://www.nwc.gov.au/publications/topic/nprs/npr-rural"�http://www.nwc.gov.au/publications/topic/nprs/npr-rural� for previous the NWC’s National Performance Report 2012−13: rural water service providers.


�	Due to the nature of Commonwealth buyback, transformation applications and the data provided to the ACCC, the ACCC is unable to calculate the absolute number or volume of transformations associated with the Commonwealth buyback. 


�	Department of the Environment 2014, Water Recovery Strategy for the Murray-Darling Basin, Commonwealth Government, pp. 1−65.


�	The PIIOP is a Commonwealth Government water recovery (infrastructure) program aimed at improving on and off-farm water use efficiency in NSW irrigation networks. To date, Narromine has received just over $60 million in funding under the PIIOP. The funding is to improve the efficiency of infrastructure and on-farm water use, in addition to supporting some irrigators to transition away from irrigation activities. Please see �HYPERLINK  "http://narromineirrigation.com.au/piiop-project"�http://narromineirrigation.com.au/piiop-project� for further information.


�	Please note this graph does not include transformations where a breakdown of individual activity was not provided, for example, Narromine in 2012−13 and 2013−14.


�	The sum of each of these stages (for NSW) is less than the total processing time reported in chart 6.9. The difference is due to missing information for some transactions on the date the application was lodged with the state authority (due to the application being lodged by solicitors acting on behalf of the Commonwealth Government, rather than by the IIO) or the titles office.


�	While an irrigator’s right of access may also include a right to drainage through the irrigation network, for simplicity, this section will refer to irrigators terminating their water delivery right.


�	Please see �HYPERLINK  "http://www.murrayirrigation.com.au/special/piiop/supplier-panel/"�http://www.murrayirrigation.com.au/special/piiop/supplier-panel/� for further information on MIL’s sub-system retirement scheme.


�	Other activities include upgrading water management and measurement systems, targeted channel refurbishment and system reconfiguration. Please see �HYPERLINK  "http://www.murrayirrigation.com.au/special/piiop/supplier-panel/"�http://www.murrayirrigation.com.au/special/piiop/supplier-panel/� for further information on these PIIOP projects.


�	SunWater is the only other reporting IIO. SunWater has not reported a termination since 2009−10.


�	The WCTFR also sought to provide irrigators with the flexibility to rationalise on farm operations while remaining connected to the irrigation network.


�	Further details on the assumptions made in the analysis can be found in �HYPERLINK  "http://www.accc.gov.au/publications/accc-water-monitoring-report"�2013−14 Water Monitoring Report—monitoring approach and assumptions� available on the ACCC’s website.


�	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 (please see �HYPERLINK  "http://www.accc.gov.au/publications/accc-water-monitoring-report"�2013−14 Water Monitoring Report—monitoring approach and assumptions� available on the ACCC’s website).


�	In 2013−14, only seven customers from GMW were charged a termination fee.


�	Please see �HYPERLINK  "http://www.g-mwater.com.au/connections/the-project/about-the-project"�http://www.g-mwater.com.au/connections/the-project/about-the-project� for further information on the Connections Project.


�	Please see �HYPERLINK  "http://www.g-mwater.com.au/connections/the-project"�http://www.g-mwater.com.au/connections/the-project� for further information on the Connections Project and its timeline.


�	Please note chart 6.21 does not include Narromine transformation transactions as an individual breakdown for each transformation was not provided.


�	Specifically, of these 66 transactions where 99 per cent or more of water delivery right was terminated, 43 transactions involved 100 per cent of water delivery right terminated.


�	This graph has been produced for IIOs who provided trade data to the ACCC.


�	Not all IIOs provided water delivery right trade data to the ACCC.


�	Under the Water Act, the ACCC is the enforcement agency for the following rules within the Murray-Darling Basin:


•	Water Market Rules 2009 


•	Water Charge (Termination Fees) Rules 2009 


•	Water Charge (Infrastructure) Rules 2010 and


•	Water Charge (Planning and Management Information) Rules 2010.


	For discussion about what the different sets of rules regulate, see chapter 1.


�	The Basin Plan’s water trading rules, which are enforced by the MDBA, came into effect on 1 July 2014 and impose obligations on Basin States, approval authorities and infrastructure operators.


�	The principles adopted by the ACCC to achieve compliance, and tools available to it, are set out in the ACCC Enforcement Guide—Water Market and Water Charge Rules available on the ACCC website at �HYPERLINK  "http://www.accc.gov.au/regulated-infrastructure/water/water-guides"�http://www.accc.gov.au/regulated-infrastructure/water/water-guides�.


�	Water Act Schedules 2 and 3.


�	Following a recommendation from the Independent Panel reviewing the Water Act, on 17 December 2014, the Minister requested advice from the ACCC on possible amendments to the water charge rules.�Please see �HYPERLINK  "http://www.accc.gov.au/water"�www.accc.gov.au/water� for the terms of reference and further information.





