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Note to Readers
This Information Paper is prepared for the purpose of informing the discussion on environmental water
charges with key organisations directly or potentially involved in either owning, managing or charging for
environmental water in Victoria. It is written for an audience with some knowledge of these matters.
This Information Paper was prepared based on information readily available and if there are any
inaccuracies or perceptions of inaccuracy then the author will be pleased to discuss these as part of the
consultative process. Consequently, the contents are not available for citation. The copyright to this
document and release of any of its contents is owned by the Department of Environment Land Water and
Planning and the author, Hunter H2O.
The author wishes to acknowledge and thank the Department and Victorian Environmental Water Holder for
making available their diagrams and pictures for use throughout this document.
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Overview
The purpose of this Information Paper is to describe the historical development and basis for current
charging for environmental water in Victoria as it exists in August 2017.
The Information Paper starts by illustrating and describing a historical roadmap to the key topics
behind the origin and further development of environmental water charges in Victoria. It is an
overlapping story that requires unbundling to gain a proper understanding of the current issues.
The three topics described in some detail are the institutions, water allocation and charging relating to
environmental water and its current charges. Further details on environmental water and charges is
contained in appendices.
The Paper provides a considerable compilation of material and summary information that forms
useful reference material for the water industry and for research use.

Development of the Information Paper
A draft Discussion Paper was sent to key stakeholder organisations for comment in early June 2017.
A well-attended workshop was held in Melbourne on 22 June 2017 to discuss the contents of the
draft paper and possible approaches for tackling the confusion and inconsistencies in the current
arrangements for charging for environmental water.
These key stakeholders were also individually contacted to provide feedback and were encouraged
to submit their comments in writing to the Department of Environment Land Water and Planning by
30 June 2017.
Very valuable contributions were made by participants at the workshop and through the thoughtful
submissions that were subsequently received. These valuable contributions and the Information
Paper have been extensively used to re-write the draft Discussion paper as an Information Paper.

Where to from here?
The Information Paper provides source material that, together with the valuable material provided by
workshop participants is used to develop the policy framework for determining charges for
environmental water.
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1 Introduction
1.1

Purpose and Consultation Process

The purpose of this Information Paper is to describe the historical development and basis for current
charging for environmental water in Victoria as it exists in June 2017. It provides useful reference material
for the water sector.
The Information Paper starts by illustrating and describing a historical roadmap to the key topics behind
the origin and further development of environmental water charges in Victoria. It is an overlapping story
that requires unbundling to gain a proper understanding of the current issues.
The three topics described in some detail are the institutions, water allocation and charging relating to
environmental water and its current charges. Further details on environmental water and charges is
contained in appendices.
An opportunity was given to the stakeholders to provide comments on a draft discussion paper. The draft
discussion paper has been rewritten as this Information Paper. The valuable information received from
stakeholders has been incorporated into the Information Paper

1.2

Outline of contents

The next chapter provides an historical roadmap to the key topics that impact on environmental water
charges in Victoria.
Section 1 comprises three chapters that describe the different institutions in Victoria and federally
involved with harvesting and delivering water, setting water tariffs and managing environmental water.
A fourth chapter outlines institutional issues and questions.
Section 2 comprises three chapters on water allocation. There is a significant coverage of the origins of
the current water entitlements and framework behind environmental water entitlements in Victoria.
A fourth chapter in this section outlines current issues.
Section 3 comprises three chapters on water charging with a focus on matters relating to environmental
water charging currently and potential charging regimes. A fourth chapter lists charging issues.
Section 4 contains a compilation of the issues outlined in the three sections on institutions, water
allocation and water charging.
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2 Historical road map
In order to better understand the current nuances and complexities with environmental water and
charging, it is important to appreciate the concepts and historical themes that have occurred in past
decisions from three overlapping perspectives. Figure 2.1 shows the roadmap of key milestones that will
be discussed in future chapters on institutional, water allocation and charging relating to environmental
water charges. It also differentiates between State and Federal Government initiatives as these have not
always aligned in content or timing.

Figure 2-1 Roadmap to development of environmental water and charges
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Section 1 – Institutions

3 Water Harvesting and Delivery Entities
Since 1985, the water harvesting and delivery institutions in Victoria have been transformed totally.
Figure 3-1 shows the current institutional arrangements for the Victorian water sector. These institutional
arrangements are based on the principles of separating policy, regulation and service delivery functions
and gaining efficiency and effectiveness through corporatised service delivery agencies which are
regulated to be accountable to their customers and other specialist regulators.

Figure 3-1: Structure of the Victorian water sector

The Minister for Water, supported by the Department of Environment Land Water and Planning (DELWP)
is responsible for:





allocating water entitlements
collecting, analysing and publishing information on the status of water resources
statewide policy and strategic planning
oversight of the performance of the water sector, catchment management authorities and the
Victorian environmental water holder (corporate planning, performance monitoring and board
appointments).

The Treasurer, supported by the Department of Treasury and Finance is responsible for ensuring the
financial success and viability of the water corporations jointly with the Minister for Water.
Regulation is separate from policy, operational activities and service delivery. Regulatory roles are
undertaken by the Essential Service Commission, Environment Protection Authority and the Department
of Health and Human Services. The Minister responsible for the Water Act 2007 (Cwth) now also has a
role in regulating water prices and water diversions in northern Victoria.
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Water and wastewater services including bulk supply are provided by 19 independent statutory
corporations established under the Water Act 1989 (Vic). They are funded by fees and charges they
collect from their customers.
The water corporations are subject to the Financial Management Act 1994 and the Public Administration
Act 2004 and to:




independent regulation of prices by the Essential Services Commission (ESC)
regulation of water quality by the Department of Health in accordance with the Safe Drinking Water
Act 2003
regulation of environmental impacts by the Environment Protection Authority.

The boundaries of the 19 water corporations (excluding Melbourne Water and the metropolitan retailers)
are shown in Figure 3-2 and Figure 3-3. The water corporations that are responsible for supplying or
delivering water for the environment are shown in Table 3-1.

Figure 3-2: Victoria’s regional urban water corporations
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Figure 3-3: Victoria’s rural water corporations
Note that Lower Murray Water is responsible for irrigation services downstream from Swan Hill, whereas
Goulburn Murray Water provides Lower Murray Water with bulk water supplies.

Table 3-1: Water corporations that supply or deliver water for the environment

Water Corporation

Bulk supply systems providing
water for the environment

Delivery/distribution systems
used to deliver water to the
environment

Southern Rural Water

Macalister supply system
Latrobe supply system
Werribee supply system
Maribyrnong supply system

None used for environmental
watering

Melbourne Water

Thomson supply system
Tarago supply system
Yarra supply system

None required for environmental
watering

Barwon Water

Barwon supply system

None required for environmental
watering

Central Highlands Water

Moorabool supply system

None required for environmental
watering
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Bulk supply systems providing
water for the environment

Delivery/distribution systems
used to deliver water to the
environment

Grampians Wimmera Mallee
Water

Wimmera Glenelg supply system

Wimmera Mallee Pipeline

Lower Murray Water

No headworks

Lower Murray Water’s Irrigation
Districts
Temporary Pumps

Goulburn Murray Water

Murray supply system
Ovens supply system
Broken supply system
Goulburn supply system
Campaspe supply system
Loddon/Bullarook supply systems

Goulburn Murray Irrigation District

Coliban Water

Campaspe supply system

None required for environmental
watering

Water Corporation

Victoria’s water corporations have broader responsibilities than to deliver water services on a commercial
basis. The statutory framework they operate within sets out that they must take into account the effects of
their operations on the environment. For example, Clause 93 of the Water Act 1989 establishes the
sustainable management principles that water corporations must apply when carrying out their duties and
exercising their powers. Principles 93 (c), (d) and (e) are relevant to how water corporations conduct and
manage the effects of their water harvesting activities on the environment.

Water Act 1989
93

Sustainable management principles for water corporations

Each water corporation, in performing its functions, exercising its powers and carrying out its duties
must have regard to the following principles—
(a)

the need to ensure that water resources are conserved and properly managed for
sustainable use and for the benefit of present and future generations; and

(b)

the need to encourage and facilitate community involvement in the making and
implementation of arrangements relating to the use, conservation and management of
water resources; and

(c)

the need to integrate both long term and short term economic, environmental, social and
equitable considerations; and

(d)

the need for the conservation of biological diversity and ecological integrity to be a
fundamental consideration; and

(e)

if there are threats of serious or irreversible environmental damage, lack of full scientific
certainty as to measures to address the threat should not be used as a reason for
postponing such measures.
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The principles set out in the Water Act 1989 are further elaborated by the Statement of Obligations that
are issued by the Water Minister after consultation with the Treasurer and apply to all water corporations.
The Statement of Obligations requires water corporations to take an active role to manage the
environmental effects of their operations (see below).

Statement of Obligations 2015

1–6

Guiding Principles

In performing its functions and providing its services the Corporation must assist in transitioning
Victoria into an environmentally sustainable economy. …
…
The Corporation must:






manage water resources in a sustainable manner that enhances environmental outcomes
and amenity in urban and rural landscapes
effectively integrate economic, environmental and social objectives into its business
operations
…
minimise the impacts of its activities on the environment
…

Storage managers appointed under the Water Act 1989 are also obliged to minimise the effects of their
storage management activities on the environment.

122ZL Functions of storage mangers
(1)

…

(2)

An Authority, in performing its functions under subsection (1) must have regard to—
(a)

protecting the ecological values of the water systems relating to the land specified
in the instrument of appointment; and

(b)

protecting the reliability and quality of water supply; and

(c)

subject to water supply needs, minimizing the impact on the environment of the
carrying out of any such function and maximizing the benefit to the environment of
the carrying out of any such function; and

…

The Government’s and Parliament intentions when passing this legislation that water corporations play
an active role in minimising the effects of their operations on the environment are clear. However, the
translation of these intentions in to activities undertaken and funded by water corporations to meet this
obligation is less clear.
The efforts of water corporations to meet this obligation are variable consistent with this uncertainty.
Some go to considerable lengths to minimise the effects of their operations, whilst others minimise efforts
(and costs) in the expectation that catchment management authorities and environmental water holders
should address environmental issues at government expense.
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These uncertainties are reflected in the considerable differences between the types and levels of services
that Victoria’s water corporations provide to environmental water holders. These differences do not
necessarily reflect the environmental needs or the environmental charges currently applied in each
system.
Catchment management authorities (CMAs) are statutory bodies established by the Catchment and Land
Protection Act 1994. They also have functions and powers under Part 10 of the Water Act 1989 (Vic).
They are body corporates administered according to the Public Administration Act 2004 and the Financial
Management Act 1994 and are funded by governments. Figure 3-4 shows the boundaries of Victoria’s
catchment management authorities.

Figure 3-4: Boundaries of Victoria’s catchment management authorities.
The waterway managers (at CMAs and Melbourne Water) are responsible for preparing environmental
flow management plans for high priority sites within their boundaries. These plans provide the detailed
analysis used to prepare seasonal environmental watering proposals each year.
CMAs consult with key local stakeholders including storage managers, public land managers, Aboriginal
Victorians, and local interest groups such as Environment Victoria, VRFish and Field and Game Australia
when preparing seasonal watering proposals.
These seasonal watering proposals form the basis for the statewide environmental water allocation
decisions made by the Victorian Environmental Water Holder (VEWH).
CMAs have the operational responsibility for managing the environmental water allocations authorised by
the VEWH.
The VEWH, and indirectly waterway managers, receive services from water corporations that are funded
through water charges.
Waterway managers also provide services to water corporations because their works and measures
assist water corporations to meet their obligations to mitigate the impacts of their water harvesting and
supply activities on the environment. The environmental water managers do not charge for these
services.
Arrangements for sharing the water of the Murray River with New South Wales has been the subject of
much political excitement starting with the Royal Commissions in each of the states between 1884 and
1887. The River Murray Waters Agreement of 1914 was the outcome of these early efforts. This first
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interstate agreement shared the waters of the Murray. The states also agreed to a capital works program
to build works to store and regulate flows and to establish the River Murray Commission (RMC). The
RMC, was established in 1917. The four Commissioners of the RMC were drawn from the
Commonwealth and from the water agencies of each of the member states.
The RMC’s narrow focus on storing and regulating the water of the Murray was expanded in 1987 when
the Murray-Darling Basin Ministerial Council was established and the RMC was reformed as the MurrayDarling Basin Commission (MDBC). The number of Commissioners was expanded to include water
expertise and natural resource management expertise. Commissioners were again drawn from the
Commonwealth and the agencies of the member states.
A fundamental feature of these early arrangements was that decisions of the RMC and then the MDBC
required the unanimous agreement of Commissioners from each state government and the
Commonwealth Government.
The Water Act 2007 profoundly changed these arrangements by essentially transferring decision making
powers about water diversion limits to the Commonwealth Minister. The Murray-Darling Basin
Commission was replaced by the Murray-Darling Basin Authority.
The MDBA consists of a chair, four other members appointed by the Governor General and the Chief
Executive. The Chief Executive is appointed by the Commonwealth rather than the Authority and is the
accountable authority of the Authority (Cl 208A of the Water Act 2007 (Cwth). The staff of the MDBA must
be persons engaged under the Public Service Act 1999 (Cl 206). These governance arrangements
fundamentally transformed the MDBC from an organisation that was accountable to the Commonwealth
and four states to an organisation that is accountable to the Commonwealth Minister supported by their
Department. This has changed the working relationships between the MDBA and states and their
communities.
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4 Economic Regulators
4.1

Essential Services Commission

The Victorian Essential Services Commission (ESC) was established on 1 January 2002 under the
Essential Services Commission Act 2001. The Act established the Commission as an economic regulator
taking over responsibility previously undertaken by government. The industries currently regulated by the
Commission are electricity, gas, water, taxis, ports, local government and rail freight.
The ESC has been responsible for regulating water prices and monitoring service standards and market
conduct of Victoria’s water corporations since 2004. The Commission has used a traditional building block
approach to regulating water prices, but this approach has recently been revised to promote greater
efficiency and to ensure the delivery of outcomes for customers that they value. This approach is termed
‘customer focused regulation’ to distinguish it from the former approach which is referred to as ‘asset
focused regulation’.
The customer, not the regulator, is now central to a water business’s price submission. Previously,
customer consultation was often treated as the final check prior to making a submission. The new
framework will bring customers into the regulatory processes and turn the businesses’ attention squarely
towards customer outcomes. It will require water businesses to express their pricing proposals in terms
that reflect the outcomes they will be delivering to their customers for the value customers receive from
their water business.
The new framework also requires water businesses to implement a guaranteed service level (GSL)
scheme. The GSL scheme provides incentives for water businesses to make efficient investment
decisions, or internalise the costs of making investment decisions that leave some customers with poor
service outcomes. It also provides recognition that an individual customer has received relatively poor
levels of service.
Water businesses will be required to report at least annually to its customers on their performance against
the specified outputs for each outcome, with an overall assessment of whether it has delivered on
expectations for each outcome.

4.2

Australian Competition and Consumer Commission

At a Federal level, economic regulation is undertaken by the Australian Competition and Consumer
Commission (ACCC). Some water services in the Murray-Darling Basin, including in northern Victoria.
come under the regulation of the ACCC.
Under the Commonwealth Water Act 2007 and the Competition and Consumer Act 2010 (CCA), the
ACCC has six functions in water:







enforce water market rules and water charge rules under the Commonwealth Water Act
enforce the Competition and Consumer Act with water brokers, exchanges and irrigation
infrastructure operators
monitor and report on regulated charges and compliance with water market and water charge rules
determine regulated charges
provide advice to the Commonwealth minister responsible for water on development of water
market rules and water charge rules
advise the Murray-Darling Basin Authority (MDBA) on the development of water trading rules.

The ACCC is the enforcement agency for the water market rules and water charge rules in the MurrayDarling Basin. The ACCC has prepared guides to assist understanding of the water market rules and
water charge rules, and how it will enforce these rules.
The ACCC enforces the CCA and the Australian Competition Law (ACL) in water markets. It publishes
guides which assist water brokers, exchanges and irrigation infrastructure operators and their customers
to understand their fair trading obligations.
ACL does not permit infrastructure operators to levy different regulated charges for the same class of
service, except when the differential reflects the difference in actual costs necessarily incurred in
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providing that service. The application of this requirement means that standard charges should be applied
to standard entitlements (i.e. water shares) and delivery services. However, it does not prevent bespoke
arrangements being specified in bulk and environmental entitlements.
The ACCC can publicly release reports on topical issues relating to the water sector.
The ACCC can approve or determine regulated charges in the Murray-Darling Basin (MDB) of an
operator who is not a member owned operator and holds water entitlements of its own or its customers in
excess of 250 GL in accordance with Water Charge (Infrastructure) Rules 2011. The Act also allows the
ACCC to accredit arrangements under which regulated charges are approved or determined by agencies
of a State.
Currently the ACCC determines the regulated charges imposed within the Murray-Darling Basin
by Water NSW. The ACCC has accredited the Essential Services Commission of Victoria to
determine the regulated charges of infrastructure operators in Victoria.
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5 Environmental Water Holders
5.1

Victorian Government

The Victorian Environmental Water Holder (VEWH) was established by Part 3AA of the Water Act 1989
(Vic) in 2011. VEWH’s objective set out in the Act is to improve the environmental values and health of
water ecosystems, including their biodiversity, ecological functioning and water quality, and other uses
that depend on environmental condition.
The VEWH is a statutory body. It consists of one full time or part time commissioner who is a chairperson
of the water holder and at least 2 additional commissioners appointed by the Minister. The Act requires
the Minister to appoint commissioners with relevant expertise.
In economic terms, the VEWH is required to produce public goods and services. This has consequences
for the design of pricing regimes.
The VEWH has direct control over Victoria’s environmental water holdings. VEWH is responsible for
planning how environmental water allocations are deployed in Victoria each year. It is subject to statutory
restrictions that require it to use the environmental water holdings to benefit the environment. It may trade
temporarily or permanently trade its water holdings, but only where this provides benefits to the
environment. Trades are subject to Ministerial approval.
The VEWH is subject to Ministerial direction, but the Minister may not issue directions related to VEWH’s
decision about the use of its water holdings. It is serviced by staff employed by DELWP by agreement. It
has no powers to raise revenue through fees and charges and is funded by DELWP.
Figure 5-1 shows the current institutional arrangements for managing environmental flows.

Figure 5-1: Institutional Arrangements Diagram
(note that the TLM water group is now called the Southern Connected Basin Environmental Watering
Committee)
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Victoria is a party to the Living Murray Initiative, which recovered 500 GL of water to be used to improve
the environmental health of six icon sites along the Murray River. The water entitlements are held by the
originating jurisdictions, but their associated charges are paid by the MDBA.
The Southern Connected Basin Environmental Watering Committee (SCBEWC) – formerly TLM
Environmental Watering Group (see Figure 5.1.) was established by the Murray Darling Basin Ministerial
Council in 2014 to represent state interests and coordinate the efficient delivery of environmental water in
the southern Murray Basin. Membership consists of state and Commonwealth environmental water
holders and managers of planned environmental water and river operators.

5.2

Australian Government

The Commonwealth Environmental Water Holder (CEWH) is established by the Water Act 2007 (Cwth). It
is responsible for managing water acquired by the Australian Government including environmental water
acquired for the Murray-Darling Basin Plan. The CEWH is located in the Environment Protection Division
of the Department of Environment and Energy and is funded as part of this Federal Government
Department.
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6 Institutional Issues
The current institutional structure of the Victorian water sector has its origins in the unprecedented
reforms of the 1980’s. The decade ended with the passage of the Water Act,1989. This Act continues to
provide the institutional framework of the water sector today.
Service delivery, regulatory and policy functions are separated and clearly defined. The service delivery
arrangements are commercially focused in corporatised entities that have Boards with a range of
expertise, professional management regimes and regulated tariff regimes to provide income to meet the
costs of all service activities with some corporations paying significant dividends. This is a mature and
efficient management arrangement.
In contrast, the function of managing environmental water holdings to provide public benefits are in an
earlier stage of development in terms of independence and fit with the commercial, corporatised
management entities surrounding them.
The Water Act 1989 was amended in 2010 to establish the VEWH and added managing environmental
water to the waterway management functions that are assigned to catchment management authorities.
Government took a cautious approach, implementing a corporate form with limited independence. The
institutional form has provided some limited separation from government (i.e. the Minister may not direct
how the VEWH allocates water). However, the VEWH is still close to the Minister. For example, it had
little option but to conform with the previous Minister’s request that it pay water charges to some
corporatised water service entities even though these charges were inconsistent with the formal legal
charging provisions in the bulk and environmental entitlements.
A corporate form that provides the VEWH with greater independence from the Minister may be needed if
the VEWH is to fit in with the more mature commercial entities that it deals with. The VEWH is a customer
of these commercial water providers when it pays for environmental water but doesn’t have the
commercial protections relating to other customers.
The Commonwealth Environmental Water Holder (CEWH) was established in the Water Act 2007 (Cwth).
The Act defines the functions of the water holder. The water holder is oversighted by the Department of
Environment and Energy. The Department undertakes policy, regulatory and service delivery functions.
This is inconsistent with the separation of roles espoused in the National Water Initiative.
This lack of separation also occurs with the Murray-Darling Basin Authority which is closely tied to the
Department and also combines responsibilities for regulation and service delivery and is closely linked to
many policy initiatives.
Effective economic regulation of water prices relies on there being some healthy independent tension
between various capable and independent parties (water corporations and their customers, including the
environmental water holders). The absence of this tension in the pricing framework is colloquially spoken
as having the same impact as ‘one hand clapping’.
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Section 2 - Water allocation
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7 Administrative water rights system: 1886 -1989
After the colony of Victoria was founded in 1851, it was preoccupied with supplying water to Melbourne
and the goldfields regions. The colonial government acted in response to major water supply problems.
Water law was based on the British Common Law principle of riparian rights.
In 1886, Alfred Deakin took a big step forward in introducing an irrigation bill to the Parliament. The main
feature was the nationalisation of all surface water by vesting in the Crown the right to use and control
such waters.
The next major step in institutional development was George Swinburne introducing a water bill in 1905
that set up the State Rivers and Water Supply Commission to control and manage all waters outside of
the Melbourne metropolitan area. The focus for the next 80 years was the development of the water
resource for irrigation and other consumptive uses.
What we now understand to be ‘water for the environment’ was the residual flows not harvested by
consumptive development. Initially this was most water flows but after the enormous dam construction
era after World War II, the pool of residual water had decreased markedly in some river basins.
Water allocation rules did include requirements to provide passing flows. These passing flows were
provided to supply downstream water users and by default had environmental benefits, but were not
explicitly provided for this purpose and did not mitigate the impacts of water harvesting.
There were two types of costs involved in providing passing flows.
Firstly, there are the costs arising from not harvesting the passing flows. These costs could be substantial
because in some instances the foregone harvesting rights had to be offset by investing in larger storage
capacity, additional supply sources or decreased reliability of supply.
Secondly, there are operational costs of providing passing flows. These may include metering and
reporting costs and the costs of operating and maintaining the storage outlet required to pass the flows.
These two types of costs were paid by the water authorities with the harvesting right and treated as an
obligation associated with the right to harvest water.
There was no thought to charge downstream domestic and stock water users for these passing flows as
they had a statutory right to take and use water.
It could also be argued that no charges should apply to passing flows as the flows were simply passed
through the storage rather than being held in the storage. This was not the case where the passing flow
was expressed as a flow rate that was independent of the flow into the storage. In these cases, the water
necessary to provide the passing flow was drawn from storage under dry conditions.
The environment also received some benefits from the operation of water supply systems. For example:





the channel runs in the Wimmera Mallee domestic and stock systems would provide some
incidental environmental benefits in the natural waterways used to deliver the water
the small storages that were part of the Wimmera Mallee Stock and Domestic System provided
some environmental and recreational benefits
the delivery of South Australia’s water entitlements to Murray River water resources provides some
incidental environmental benefits down the Murray River
the use of some of the wetlands of the Kerang Lakes system provided an important drought refuge
for water birds (a continuing benefit)

There were no charges for these types of environmental benefits arising from the delivery of water for
consumptive purposes (now called consumptive water enroute).
The water losses associated with delivering consumptive water were treated as system losses and, to the
extent that costs were associated with these losses, they were treated as system losses shared by the
consumptive water users.
In addition to the above arrangements there are specific allocations for recreational purposes that have
significant environmental benefit. There was an agreement with the Victorian Field and Game Association
to provide 27,600 ML of water to wetlands used for hunting in northern Victoria. This water was made
available by the State Rivers and Water Supply Commission to be used to water wetlands used for
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hunting. Some of this water was used to water Hird and Johnson swamps. This water was delivered
through the irrigation channel system. No charges were associated with the supply of this water,
presumably reflecting the political nature of this supply agreement.
In summary, Victoria’s administrative water allocation arrangements made no formal allocations of water
to the environment before the Water Act 1989. However, the environment directly gained benefit from:




Residual flows not harvested
Passing flows
Specific allocations

The concept of charging the environment for water was irrelevant to the management regime of the times
as water supply and its development were heavily subsidised by Government as a broadly accepted way
of undertaking these activities.
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8 Tradeable bulk entitlements and conversion:
1989 onwards
8.1

Introduction

It was recognised in the1980s that the legal and technical basis for allocating bulk water supplies needed
attention. A new form of bulk entitlements was proposed to replace existing rights (DWR, 1987). The
proposed changes were designed to:






enable all water authorities to plan rationally for future water supplies
minimise potential conflict between authorities (and indirectly, user groups) during periods of
shortage as resource limits are approached
protect the rights and entitlements of authorities sharing common supply systems
provide more security for environmental flows
permit the orderly and rational transfer of resources between authorities sharing common sources.

The legal provisions necessary to put these ideas into practice were subsequently adopted by Parliament
in the Water Act 1989. This Act fundamentally changed the management arrangements for water in
Victoria as it covered the whole State, dealt with surface water and groundwater in an integrated way,
created the framework for tradeable water entitlements, recognised environmental management needs
and allowed for the separation of water from land titles. It was an enabling Act so it set the framework for
the next 30 years of conversion and other reform activities.
The Water Act 1989 sets out the process used to convert poorly defined rights to water to bulk water
entitlements. This bulk entitlement conversion process enabled water corporations to apply to convert
their existing entitlements to bulk water entitlements. It has been used to convert all of the water
corporations’ rights to water to bulk water entitlements. Subsequently some water corporations have also
purchased water shares.
The Act also includes processes to:








issue new bulk water entitlements (rarely used)
issue an environmental entitlement
amend an existing bulk entitlement
amend a bulk entitlement where water is allocated to an environmental entitlement
cancel a bulk entitlement where water is transferred to an environmental entitlement
make minor amendments
transfer entitlements.

The conversion process began in 1991 when high level principles were developed to convert existing
rights to bulk water entitlements (DCE, 1991). The conversion process was targeted at respecting current
legitimate consumptive rights to water and achieving a ‘settlement’ within a reasonable time. This was the
‘line in the sand’ or baseline upon which water markets could properly start and reallocate water to higher
valued uses and values over time.
The initial principles were operationalised as part of converting poorly specified rights in the Goulburn
basin to bulk water entitlements (DCNR, 1995). The following principles were developed and applied in
the Goulburn basin:








bulk entitlements will generally be held by water authorities with “retail” functions
existing legal rights to water will be converted
the process of conversion will not result in new resource commitments
when the bulk entitlements in a basin are added up they will not exceed 100% of the available
resources at agreed levels of security
the conversion should be fair to all claimants on the water resource and give due consideration to
the environment
a pragmatic approach will be taken when specifying bulk entitlements which balances the need for
complex specifications against the available time to complete the conversion project
an open and participatory conversion process will be used.
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The bulk entitlement conversion process indirectly defined the amount of water available to the
environment. It was indirect in that any water that was not taken for consumptive use could provide
environmental benefit. Water for environmental benefit was provided either under obligations on the bulk
entitlements for consumptive use, or less often, as explicit entitlements for the environment. Initially
environmental bulk entitlements were created as bulk water entitlements designated for environmental
use and, after 2005, as explicit environmental entitlements which had the same attributes as bulk water
entitlements.
Water users and parties representing the environment were involved in the initial conversion process
because rights to water were poorly defined. Environmental flow assessments were undertaken as part of
this process (DCNR, 1995) and used to refine passing flow obligations to improve environmental
outcomes. As a consequence, each bulk water entitlement represented a negotiated settlement. The
terms and conditions of each settlement varied depending on the history and characteristics of each
water harvesting system.
The sophistication of the environmental flow assessments varied. Simple assessments were done on
unregulated waterways. Detailed assessments were undertaken on regulated systems. These detailed
assessments informed the conversion process, and subsequently provided the scientific basis for
preparing annual environmental watering plans in systems where environmental entitlements were
granted.
The obligations associated with the right to harvest water that were part of the original settlement of the
bulk water entitlement were the key consideration when determining the headworks and delivery charges
for entitlements for water for the environment. sMany entitlements included clauses indicating that no
charges would apply.
The last bulk entitlement conversion for the Trentham water supply was completed in 2012. Most bulk
water entitlements and environmental entitlements require water entitlement holders to contribute to
resource management costs. Resource management costs are quite consistently applied and accepted.
Therefore, this paper includes an example of the obligation to pay a share of resource management costs
for information, but does not consider them in detail.
The following sub sections describe the approaches taken to defining water available to the environment
during the bulk entitlement conversion process. All extracts of bulk and environmental water entitlements
included in this section were accessed on the Victorian Water Register website.
http://waterregister.vic.gov.au/water-entitlements/bulk-entitlements#bulkEntDiv
Appendix A provides a comparison of Environmental Water Charging Arrangement in Bulk Entitlements
and Environmental Entitlements.

8.2

Goulburn bulk entitlements 1995

The Goulburn headworks system is operated by Goulburn Murray Water (GMW).
Most water corporation rights to water sourced from the Goulburn headworks system were converted to
bulk water entitlements in 1995, except for Yea which was converted in 1997.
The conversion process which commenced in 1992 included rights to water held by:






towns supplied from unregulated rivers e.g. Mansfield which is supplied from the Delatite River
towns supplied from the irrigation system
irrigators
Goulburn Murray Water’s rights to operate the complex headworks and supply system
hydro electricity generators.

It took longer to convert the rights to water of towns in the Goulburn catchment supplied from unregulated
streams. The last bulk entitlement (for Strathbogie) was finalised 2012. Passing flow obligations were
included in most of these bulk entitlements. The provision of passing flows were treated as an obligation
attached to the right to harvest water and no charges were applied to the passing flows.
There were no passing flow obligations specified in the bulk entitlements used to supply towns from the
Goulburn system operated by GMW. This was because water was taken from the irrigation channel
system or because, in the cases where water was diverted directly from the Goulburn River (i.e.
Seymour) the passing flows were specified as an obligation in GMW’s bulk water entitlement. These bulk
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entitlements include detailed arrangements to determine the charges paid to GMW for the water supplied
from the headworks system.
GMW’s bulk water entitlement specified rights to harvest water in the Goulburn headworks system. This
bulk entitlement specified passing flow obligations:




of a minimum of 120 ML per day below Eildon Weir pondage regardless of inflows and higher rates
under specified circumstances
an average weekly flow of 250 ML per day below Goulburn Weir
any additional flows necessary to maintain a minimum monthly flow of 350 ML per day between
November and June and 400 ML per day between July and October at the McCoys Bridge gauging
station (which is close to where the Goulburn River flows into the Murray River).

It is necessary to release water from Eildon Weir to meet these passing flow obligations in some years.
No charges applied to these passing flows.
In addition to these passing flow obligations, the bulk entitlement included an additional passing flow of
80,000 ML that was available to be released in November at a maximum rate of 16,000 ML per day when
the 24 months’ inflows to Lake Eildon exceeded specified amounts.
The provision of these environmental releases was treated in the bulk water entitlement as an obligation
attached to the right to harvest water and no charges were applied to these additional flows.
Since 2012 both the storage operator and the environmental water holder could request that passing
flows be held back. This added flexibility was introduced as a drought response and to enable works to be
undertaken on the storages, no additional charges were attached for this added flexibility.

8.3

Moorabool bulk entitlements 1995

Water from the Moorabool river system has traditionally been used to supply Ballarat (Central Highlands
Water) and Geelong (Barwon Water). Central Highlands Water draws water from the West Moorabool
system and Barwon Water draws water from the East Moorabool system. Both water corporations also
share water harvested and stored by Lal Lal Reservoir.
Rights to water from these systems were converted into bulk water entitlements in 1995 after a long
consultative process. Passing flow obligations were increased as part of the conversion process to
provide some environmental benefits. Setting the passing flow rates involved significant analysis and
discussion because increasing the passing flow rates decreased system yield and reliability.
Passing flows obligations were specified in both the East and West Moorabool bulk entitlement orders.
These obligations are expressed as a requirement to provide a defined flow rate (i.e. 3 ML per day) or if
natural inflows are less than the specified passing flow, then the natural inflows are required to be
released from the storage.
A different approach was taken to define the passing flow obligations at Lal Lal Reservoir. The required
passing flow rate was varied depending on the cumulative inflows to the reservoir over the preceding 24
months. However, a minimum passing flow rate of 5 ML per day had to be released even when inflows to
the storage were less than 5 ML per day. In these circumstances water stored in the reservoir is used to
supply the passing flows.
In each of these cases the provision of the passing flows is treated as an obligation attached to the right
to harvest water and no charges were applied to the passing flows.

8.4

Latrobe basin 1996

Water entitlements supplied by the Latrobe headworks system were converted to bulk water entitlements
in 1996 to support the privatisation of the power stations in the Latrobe valley. Southern Rural Water
operated the Blue Rock Dam and Narracan weir which were used to supply the power stations. Urban
entitlements were converted in 1997/98.
Passing flows were specified in the Southern Rural Water bulk entitlement (Bulk Entitlement (Latrobe –
Southern Rural) Conversion Order 1996) as an obligation associated with the right to harvest water.
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Some water was left unallocated in Blue Rock Dam at the end of the bulk entitlement conversion process.
The dam was originally built to meet the current and future demands of the power industry. Demands
have not been realised.
Subsequently government decided in the Gippsland Regional Sustainable Water Strategy (DEPI, 2011) to
allocate 10 GL of high reliability water entitlements to the environment from the unallocated water
resources in Blue Rock Dam. The Blue Rock Environmental Entitlement was granted in 2013 assigning
9.45% of the storage capacity and inflows to Blue Rock Reservoir to the environment. The entitlement
required the Water Holder to pay 9.45% of the storage costs. Previously, the government (DELWP) paid
for the headworks costs of the unallocated portion of Blue Rock dam.
Blue Rock Environmental Entitlement 2013
16. STORAGE MANAGEMENT COSTS
16.1

Subject to sub-clause 17.1 the Water Holder must pay the storage manager an annual
storage management charge which will be determined according to sub-clause 16.2.

16.2

The amount the Water Holder must pay under sub-clause 16.1 is to be calculated by the
storage manager as a percentage of the annual storage management charge for Blue Rock
Reservoir as follows:
Cs = $ [0.0945 x SBR x (1+m) x (1+F)]
where –
Cs =

the annual storage management charge;

SBR =

the storage management costs associated with Blue Rock Reservoir for
the year for which charges are prepared;

m=

a business margin set at no more than 10%. Any variation to the margin is
to be mutually agreed between the Storage Manager and the Entitlement
Holder;

F=

a factor representing the Water Holder’s contribution to the cost of the reserve
and adjusted to reduce the Water Holder’s contribution if there has been a sale
of water from the reserve.

and is subject to approval by the Essential Services Commission in accordance with Part 1A of
the Water Industry Act, 1994.
16.3

The annual storage management charge must be paid by the Water Holder each year, whether
or not water has been taken from the storages by the Water Holder in that year.

A decision was also made after the bulk entitlement conversion process to allocate unregulated flows to
water Lower Latrobe wetlands. The Lower Latrobe Wetlands Environmental Entitlement 2010 was issued
to give effect to this decision. There are no water users downstream of these wetlands. No storages are
used to supply this entitlement therefore there no storage charges apply.

8.5

Werribee basin 1997

Rights to water in the Werribee basin were first converted to bulk water entitlements in 1997. The Bulk
Entitlement (Werribee System-Irrigation) Conversion Order 1997 includes passing flow obligations
expressed as a minimum flow or the natural flow whichever is the lessor. No storage charges are
attached to these passing flows because the flows are passed directly through the storages.
The passing flow obligations were enhanced in 2005 to include the ability to hold back passing flows so
that they could be released as periodic “freshes”. The passing flow requirements were continued to be
expressed as an obligation in this Order despite an environmental entitlement being issued in 2011.
The purpose of the Werribee River Environment Entitlement is to establish an entitlement to 10 per cent
of the inflows to Lake Merrimu. Previously 20 per cent of the inflows to Lake Merrimu and 20 per cent of
the storage capacity in the reservoir were unallocated.
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The Water Holder has no entitlement to storage capacity in Lake Merrimu, but may store inflows under
the Werribee River environmental entitlement in storage capacity not being used by other entitlement
holders. The entitlement makes it clear that the water holder is not required to make any payment for
headworks costs because they only have access to surplus capacity.
Werribee River Environmental Entitlement 2011
STORAGE MANAGEMENT COSTS
22.

Subject to clause 23, the Water Holder is not required to make any payment for Werribee
headworks costs.

23.

The Water Holder must pay the Storage Manager the reasonable incremental costs incurred by
the Storage Manager, to:
(a) release water;
(b) collect and manage data;
(c) meter; and
(d) perform any other services agreed to by the Water Holder and the Storage Manager.

24.

Within six months of the commencement of this Instrument, the Water Holder, jointly with the
other entitlement holders and the Storage Manager, must endeavour to agree on the cost-sharing
arrangements.

25.

In determining cost sharing arrangements in relation to clause 23, the parties must have regard to
whether the services are performed in relation to this entitlement and would provide a benefit to
the environmental water reserve of the Werribee Basin.

2.6

If the parties cannot reach an agreement, either party may give written notice to the other party
requiring the matter to be determined in accordance with Part 4 of this Instrument.

27.

The parties may vary the cost-sharing arrangements from time to time by agreement.

8.6

Victoria’s Bulk Water Entitlements to Murray Resources

Victoria’s share of Murray River water resources is defined by rules in Murray-Darling Basin Agreement
which is now Schedule 1 of the Water Act 2007 (Cwth). Victoria’s share of water is then shared through
bulk entitlement orders issued under the Victorian Water Act 1989.
The Murray system is operated by the Murray-Darling Basin Authority. Victoria, NSW and South Australia
fund the operation of the system. Goulburn-Murray Water collects headworks charges from its retail and
bulk supply customers and uses these funds to reimburse the Victorian Government. The Murray-Darling
Basin Agreement includes rules to operate the Murray River, including rules that have the same effect as
passing flow rules in Victoria’s bulk water entitlements. These rules are an obligation attached to the right
to harvest water. The water required to meet these rules is set aside from total Murray resources and is
not available for allocation for consumptive use. No charges are attached to the water set aside. The
costs of operating the system are shared by Victorian, New South Wales and South Australian
governments representing their water users.
Water available for the environment was afforded greater protection in Northern Victoria when the
Murray-Darling Basin cap was implemented in 1995. Water diversions were capped at 1993 levels of
development.
In June 1993, the Murray-Darling Basin Ministerial Council authorised a Barmah-Millewa Forest
environmental water entitlement of 100 gigalitres per year equally drawn from the States of New South
Wales and Victoria for the environmental watering of the Barmah Millewa Forests. The MDBC decided at
their next meeting that the Forests would be managed as a single unit using a single annual water
allocation (MDBC, 2000).
This agreement was subsequently incorporated into Victoria’s bulk water entitlements that allocated
Victoria’s share of Murray River resources to the Victorian water corporations and the VEWH.
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The bulk entitlement conversion process to share Victoria’s Murray water resources was completed in
1998. Most (but not all) of the Murray conversions were completed in 1999 (e.g. later ones were
Dartmouth 2000, Omeo 2008).
More than eight bulk entitlements were granted. The bulk entitlements issued to Victoria’s water
corporations for consumptive use included requirements to contribute to Victoria’s share of the MurrayDarling Basin Authority’s costs of operating the Murray bulk supply system.
A bulk entitlement for environmental water allocations was also granted, the Bulk Entitlement (River
Murray - Flora and Fauna) Conversion Order 1999. It converted the Flora and Fauna allocation of 27,600
ML into a bulk water entitlement to 27,600 ML of high reliability water. This Order sets out the following
financial obligations.
Bulk Entitlement (River Murray – Flora and Fauna) Conversion Order 1998
22. WATER STORAGE AND SUPPLY COSTS
22.1

Subject to sub-clauses 22.2, 22.3 and 22.4, the Minister for Conservation does not have to
make any payment for water storage and supply costs relating to this bulk entitlement.

22.2

Until the Minister decides otherwise under sub-clause 22.3, the policy in place at the
commencement of this Order of charging the Minister for Conservation for delivering flora and
fauna water will be continued in accordance with sub-clause 23.1 – with any variations
allowed for under sub-clause 23.2 – and any revenue thereby raised which is counted as
covering storage and supply costs rather than distribution costs will be subtracted from the
storage and supply costs that are shared between other River Murray entitlement holders.

22.3

The Minister may, after reviewing the arrangements in sub-clauses 22.1 and 22.2 in
consultation with the Minister for Conservation and other River Murray entitlement holders,
approve alternative arrangements, under which the Minister for Conservation makes a direct
contribution towards water supply and storage costs relating to this bulk entitlement, in
whatever circumstances or with whatever limits that the Minister may decide.

22.4

The Minister for Conservation must pay any contribution towards water storage and supply
costs arising from alternative arrangements approved by the Minister under sub-clause 22.3,
to the Victorian storage operator or to such other person as is determined by the Minister.

23. WATER DISTRIBUTION COSTS
23.1

23.2

Subject to sub-clause 23.2, the Minister for Conservation must pay the relevant distributor an
annual charge for delivery of water taken from a distribution system in accordance with the
following policy in place at the commencement of this Order:
(a)

where the distribution system is running at full capacity, the normal charge for water
shares applies;

(b)

when the distribution system is running below peak capacity, 50% of the normal
charge applies;

(c)

when the distribution system must outfall surplus water which can be redirected to a
wetland, no charge applies.

The Minister for Conservation and a distributor may agree on alternative arrangements for
setting distribution charges to those in sub-clause 23.1 –
(a)

to take account of local circumstances, or

(b)

to take account of the outcome of any review of water storage and supply
contributions under clause 22.3 or of distribution charges under clause 23.3 –

and in doing so should not set a charge for water taken during the irrigation period which is
greater than the tariff for recovering distribution costs which applies to primary entitlement
holders in the surrounding area.
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23.3

The Minister may, after reviewing the arrangements in sub-clauses 23.1 and 23.2 in
consultation with the Minister for Conservation and distributors, approve alternative
arrangements, under which, in any specified circumstances, the Minister for Conservation
pays no distribution charge, or pays a distribution charge which is lower than the tariff for
distribution applying to primary entitlement holders in the surrounding area.

This entitlement was made when the Minister for Conservation held environmental entitlements. The
Minister’s entitlements (and obligations) were subsequently transferred to the Victorian Environmental
Water Holder when it was established.
It was later amended to include environmental water entitlements that were generated by the Living
Murray initiative and entitlements to unregulated flows that were historically used to water some wetlands
along the Murray River.
Clause 23.3 of the entitlement enables the Minister to review and after consultation with the Minister for
Conservation, adopt a different policy for Barmah-Millewa Forest.
The Murray Bulk entitlement conversion process developed more detailed water allocation rules to
improve the Barmah Forests watering regime. It included:







50 GL of high reliability of water
25 GL of low reliability water
the ability to carryover unused allocation subject to spill rules
the ability for any carried over water to be borrowed to increase high security allocations when there
was insufficient water to make a 100% allocation to high security water,
a requirement that borrowed water be paid back after a 100% allocation to high security water was
achieved
return flows from environmental watering events could be re-regulated for consumptive use further
downstream.

These rules were designed to improve environmental outcomes and also minimise the reduction in the
reliability of existing entitlements caused by creating the new 50 GL high and 25 GL low reliability
environmental entitlement.
No charges were applied to this environmental allocation. It was treated as an obligation attached to the
right to harvest Murray River resources.

8.7

Maribyrnong bulk entitlements 2000

The Maribyrnong headworks system is operated by Southern Rural Water.
Bulk entitlements to water from the Maribyrnong River were granted to Southern Rural Water, Western
Water and Melbourne Water in 2000. Passing flow obligations were included in Southern Rural Water’s
bulk entitlement and specified at three locations below Rosslynne Reservoir. These obligations were
expressed as a minimum flow rate or the estimated modified natural flow. No charges were attached to
these obligations.
During the Millennium drought, environmental managers requested that the passing flows be stored up
and then released as ‘flushes’ to improve the water quality in some river pools that were providing
important drought refuges.
The bulk entitlements were subsequently amended in 2010 to, amongst other things, allow passing flows
to be stored up and released as flushes to improve the water quality of river pools during extremely dry
conditions. No additional charges were attached to these more flexible passing flow obligations.
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8.8

Thomson River bulk entitlements 2001

The Thomson dam is operated by Melbourne Water.
Water from the Thomson River is shared by bulk water entitlements issued to Southern Rural Water,
Gippsland Water, the VEWH and Melbourne Water. (Melbourne Water uses the water to supply water
corporations with entitlement to the Greater Yarra System-Thomson River Pool).\
Both Southern Rural Water’s entitlements to supply the Macalister Irrigation District and the
environmental water bulk entitlements provide access to defined amounts of storage capacity and shares
of inflows to Thomson Reservoir. In addition to storage capacity and share of inflows the storage
manager must release passing flows. The bulk entitlements make it clear that no headworks charges
apply to Southern Rural Water’s and the VEWH’s entitlements.
Passing flow requirements in the Thomson River between the Thomson Reservoir and Cowwarr weir are
specified in the environmental water bulk entitlement. Passing flows in the Thomson River downstream of
Cowwarr weir are specified in Southern Rural Water’s bulk entitlement. No charges are associated with
the provision of the passing flows in either bulk entitlement.
Southern Rural Water’s bulk entitlement was last amended in 2013, the VEWH’s bulk entitlement was last
amended in 2014 and again in 2017 to provide an additional 3.9% of share of inflows to Thomson
reservoir.
It is clear that the provision of environmental flows was treated as an obligation attached to the right to
harvest Thomson River resources to supply Melbourne. The prior use of Thomson River flows for
irrigation has effectively also been specified as an obligation on Melbourne water users, insofar as no
storage charges apply to the storage rights in Thomson Reservoir held by Southern Rural Water.

8.9

Yarra 2006

The Yarra system is operated by Melbourne Water.
Entitlements to water in the Yarra basin were converted to bulk water entitlements in 2006.
The VEWH has an entitlement to the first 17,000 ML of inflows to the Yarra headworks system and
17,000 ML of storage capacity. Environmental water spills when upper Yarra Dam and Thomson
Reservoir are deemed to spill.
Passing flow requirements are included in the environmental entitlement, rather than as an obligation on
Melbourne Water attached to Melbourne Water’s rights to harvest. No charges are attached to supplying
the passing flow requirements.
This entitlement was last amended in July 2014 by the Minister for Water, after changes in government
policy for charging for environmental entitlements in 2013.
Yarra Environmental Entitlement 2006
PAYMENTS IN RELATION TO SERVICES PROVIDED IN RELATION TO THIS ENTITLEMENT
22.

The Water Holder is not required to make any payment to any person in relation to services
provided by that person in relation to this entitlement.

8.10 Tarago and Bunyip 2009
Tarago Reservoir is operated by Melbourne Water. Its primary function is to supply water to Melbourne. It
also supplements supplies to the towns of Warragul, Drouin and Neerim South.
Melbourne Water’s bulk entitlement includes passing flow obligations that are specified at three sites, at
Neerim South, at Tarago Weir and at Bunyip weir. No charges are associated with these passing flows.
Both the VEWH and Southern Rural Water hold entitlements in the Tarago system in South Gippsland
that include rights to releases from Tarago Reservoir.
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Southern Rural Water’s entitlement is used to support the reliability of Take and Use licences
downstream of the Reservoir that are primarily used for irrigation. These licences do not include
headworks charges since they are treated as rights to take and use unregulated flows. Southern Rural
Water’s entitlement is expressed as an average annual release of 1,260 ML, expressed as a 5 year
average with limits on how much water that can be taken in a particular year. The release is not related to
inflows.
VEWH holds rights to 3,000 ML of storage capacity and to 10.3% of reservoir inflows.
Neither Southern Rural Water nor VEWH are required to contribute to headworks costs.
Tarago and Bunyip Rivers Environmental Entitlement 2009.
Payments in relation to services provided in relation to this entitlement
24.

The Water Holder is not required to make any payment to any person in relation to services
provided by that person in relation to this entitlement.

Bulk entitlement (Tarago River – Southern Rural Water) Conversion Order
HEADWORKS COSTS
13.

The Authority is exempt from making any payment for headworks costs relating to this Order,
subject to an agreement under clause 8.4.
(Clause 8.4 refers to sharing the outlet capacity of the reservoir)

8.11 Amendments to increase the value of passing flows
The Millennium drought exposed some weaknesses in how passing flow obligations had been codified in
bulk water entitlements on regulated systems. Operational experience during extremely low flow periods
showed that both the environment and downstream communities could benefit if available passing flows
could be held back in storage and released as ‘flushes’ designed to improve the water quality of the
remaining pools in the drying rivers. The passing flow provisions of these entitlements were amended to
provide this flexibility to storage managers and environmental water holders.
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9 Environmental Entitlements
Governments started taking action to reallocate water from consumptive use to environmental use in the
late 1990s. Actions were designed to have a neutral or positive affect on the existing entitlements of water
users. This limited the types of actions taken to recover water for the environment to actions to:








Decommission headworks to reduce losses e.g. decommission Lake Mokoan
Improve the operations of irrigation distribution systems to reduce outfalls e.g. total channel control
Reduce the amount of unaccounted for water delivered because of poor metering
Reduce seepage and leakage losses in irrigation distribution systems
Reduce seepage and leakage losses in rural domestic and stock distribution systems
Replace inefficient on-farm irrigation systems with efficient systems
Purchase entitlements from existing entitlement holders

Government signed funding agreements (contracts) with water corporations where government invested
in water corporation assets to reduce system water losses to recover water for the environment. Often the
investments provided significant benefits to existing customers by improving the reliability of supply or
upgrading water supply assets that were in poor condition. The agreements required the recovered
environmental water to be transferred from the water corporations bulk water entitlements to bulk or
environmental water entitlements held for the environment. The Commonwealth generally holds
environmental water in the form of water shares or contracts because the Water Act 1989 does not allow
them to hold bulk and environmental entitlements.
The terms and conditions of these initial investments were important considerations when determining the
headworks and delivery charges that were applied to the environmental entitlements.
Investment in infrastructure works to generate water savings to recover water for the environment was
revenue neutral for the water corporations because they were not collecting revenue from the water used
to operate the distribution systems.
The bulk and environmental entitlements did include obligations to contribute to the ‘resource
management costs’ of operating the headworks systems (see Chapter 13).
Government policies for charging for environmental water (described in Section 3) evolved as more
environmental water entitlements were created. This was increasingly necessary where environmental
entitlements accounted for a significant proportion of the yield of some headworks systems.
Figure 9-1 shows where environmental entitlements are provided in Victoria as at June 2015. The large
buckets of environmental water entitlements on the Murray and Goulburn river systems dominate the
picture as this is where most water is harvested. It should be noted that entitlement volumes in northern
Victoria have increased since 2015 as the GMID Connections project continues to be implemented.
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Figure 9-1: Environmental Entitlements as of June 2015

9.1

Environmental flows for the Snowy Hydroelectric scheme 2004

The New South Wales, Victorian and Commonwealth Governments agreed to corporatise the Snowy
Hydro scheme in the early 1990s. The Snowy Water Inquiry was commissioned in 1998 as part of this
process to investigate:
‘the environmental issues arising from the pattern of water flows in rivers and streams as part of
this process to ... caused by the operation of the Snowy Mountains Hydro-electric Scheme and
report on options for dealing with the issues and the environmental, economic, agricultural and
other impacts of those options’.
Governments agreed in 2002 to increase environmental flows in the Snowy River by 212 GL per year and
in the Murray River by 70 GL per year. This water was to be sourced from water recovery works and
measures implemented in Victoria and New South Wales and the purchase of irrigator water rights and
licences in the southern Murray basin. Funding of $375 million ($150m Vic, $150m NSW, $75m Cwth)
was provided to recover the water. An additional $50 million was provided by the Commonwealth in
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2009/10 to complete the task. Water for Rivers, a corporatised entity, was established to recover the
water needed to provide the environmental flows (NSW Office of Water, 2010).
Victorian works and measures included:








Improved metering
Implementing strategic measurement in the channel system
Pipelining the Normanville stock and domestic systems
Modernising the Woorinen irrigation system
Water purchases
On-farm reconfiguration
Decommissioning Lake Mokoan

Over 21,000 ML of water shares were purchased from individual irrigators. These water shares retained
their legal form rather than being converted to bulk water entitlements. The pricing regimes and charges
that apply to water shares continue to be applied.
The rights to water recovered from works were formalised in the following bulk water entitlements:



Bulk Entitlement (Goulburn System – Snowy Environmental Reserve) Order 2004
Bulk Entitlement (River Murray – Snowy Environmental Reserve) Order 2004

The two bulk entitlements take different approaches to charging as shown below. The Goulburn bulk
water entitlement does not include a provision that enables the Minister to review the charges, while the
Murray bulk water entitlements does.
Bulk Entitlement (Goulburn System – Snowy Environmental Reserve) Order 2004
14.

FINANCIAL OBLIGATIONS

The Water Holder must meet any financial obligations associated with the supply of the entitlement
volumes as specified in Schedule 3.
Schedule 3
Item No

Source of water saving

Detail of Financial
Obligation

1.

Normanville Waterworks District

No obligation

2.

Goulburn system Improved Measurement of
Small Volume Supplies to Irrigation Districts
Program

No obligation

3.

Goulburn Strategic Measurement Project

No obligation

4.

Central Goulburn 1234 irrigation
modernisation

No obligation

5.

Central Goulburn 1234 irrigation
modernisation

No obligation

Bulk Entitlement (River Murray – Snowy Environmental Reserve) Order 2004
22. WATER STORAGE AND SUPPLY COSTS
22.1 Subject to sub-clauses 22.2 and 22.3, the Water Holder does not have to make any payment for
water storage and supply costs relating to this bulk entitlement.
22.2 The Minister may, after reviewing the arrangements in sub-clauses 22.1 in consultation with the
Water Holder and other River Murray entitlement holders, approve alternative arrangements,
under which the Water Holder makes a direct contribution towards water supply and storage
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costs relating to this bulk entitlement, in whatever circumstances or with whatever limits that the
Minister may decide.
22.3 The Water Holder must pay any contribution towards water storage and supply costs arising
from alternative arrangements approved by the Minister under sub-clause 22.2, to the Victorian
storage operator or to such other person as is determined by the Minister.
22.4 In this clause, “Victorian storage operator” means any person who is (by virtue of existing
arrangements under the Act) appointed by the Minister under section 43A of the Act to be
storage operator in respect of the River Murray bulk entitlements.

9.2

The Loddon 2005

The Bulk Entitlement (Loddon River – Environmental Reserve) Order 2005 was created as part of a bulk
entitlement conversion process and been amended by the Minister for Water to include water recovered
from a range of initiatives including the East Loddon Waterworks District Modernisation and the Northern
Mallee Pipeline Project.
The entitlement includes the following four water products and passing flows:





Low-Reliability entitlement (equivalent to Loddon low reliability water share but with Valley Cap and
extended use rules)
Wetland entitlement (equivalent to Loddon high reliability water share but with 100% carryover
enabled)
Wimmera-Mallee Pipeline savings entitlement (a very high reliability entitlement in terms of
allocation, tied to the Goulburn system)
East Loddon Waterworks District Modernisation savings entitlement (equivalent to urban supply
entitlements in the Loddon system)

The entitlement requires the water holder to apply the “applicable headworks costs” and the “applicable
costs associated with delivering water” for each of the above products. Applicable costs are not defined.
Like other entitlements, the entitlement provides flexible passing flow arrangements that allow the storage
manager and the environmental water holder to accumulate passing flows in the storage so that they can
be released to maximise benefits.
No costs are associated with the provision of passing flows.

9.3

The Living Murray Initiative 2007

The Living Murray Initiative (TLM) was established in 2002 to improve the health of six designated
environmental sites (known as icon sites). It had two parts:



$700 million for the recovery of 500 GL of water for the environment
$150 million for environmental works.

Victoria was to recover 214 GL of water, New South Wales 249 GL and South Australia 35 GL and the
ACT 2 GL (MDBA, 2011).
The water recovered in Victoria was sourced from:




the Goulburn Murray Water recovery package
Shepparton Irrigation Area modernisation
Lake Mokoan decommissioning.

The rights to water recovered from works were formalised in the following bulk water entitlements:




Environmental Entitlement (Goulburn System – Living Murray) Order 2007
Environmental Entitlement (Campaspe System – Living Murray) Order 2007
Bulk Entitlement (River Murray – Flora and Fauna) Conversion Order 1999

New environmental entitlements were issued on the Goulburn and Campaspe systems to create a right to
the water recovered for the TLM. These two entitlements have identical charging provisions. A different
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approach was taken on the Murray system where the existing bulk entitlement for Flora and Fauna
environmental water was amended to include the water recovered for the TLM.
In both cases the environmental water holder was responsible for the water storage and supply costs.
The Murray bulk entitlement included two different charging approaches, one for the TLM and one for
other environmental water.
Environmental Entitlement (Goulburn System – Living Murray) Order 2007
Environmental Entitlement (Campaspe System – Living Murray) Order 2007
20. COSTS AND FINANCIAL OBLIGATIONS
20.1

The Water Holder will be responsible for the costs associated with storage and delivery of
water allocated under the environmental entitlement.

The Bulk Entitlement (River Murray – Flora and Fauna) Conversion Order 1999 was amended (Amending
notice 2007) to incorporate the additional environmental water recovered by the TLM. The financial
obligations in the original bulk entitlement had a technical amendment to replace the Minister for
Conservation with the Water Holder (meaning the Victorian Environmental Water Holder) but were
otherwise unchanged.
However, an additional clause shown below was added to make it clear that the Water Holder was
required to pay the storage and delivery costs of Living Murray water.
Bulk Entitlement (River Murray – Flora and Fauna) Conversion Order 1999
14H. WATER STORAGE AND SUPPLY COSTS
The Water Holder will be responsible for the costs associated with the storage and delivery of water
under the Living Murray entitlement.

9.4

Water recovery in the Wimmera Glenelg system

The Wimmera Glenelg system headworks is owned and operated by Grampians Wimmera Mallee Water
(GWMWater).
Governments have invested in three major water recovery projects in the Wimmera Glenelg system:
1. The Northern Mallee Pipeline Project – delivered water savings of 49,500 ML of water savings
with 34,700 ML provided to the environment. The government provided $38m and the water
corporation provided $13m to the project. The savings provided to the environment were reflected
in Bulk Entitlement (Wimmera and Glenelg Rivers - Flora and Fauna) Conversion Order 2004
which was created as part of the conversion process for the system. This bulk entitlement was
subsequently revoked and replaced by the Wimmera and Glenelg Rivers Environmental
Entitlement 2010.
2. The Wimmera Mallee Pipeline Project – delivered water savings of 83,000 ML which provide
environment flows in the Wimmera, Glenelg, Loddon, Avoca and Goulburn systems,. The State
and Commonwealth government each provided $266m (plus accrued interest) and GWMWater
provided $131m. The savings for the environment in the Wimmera and Glenelg systems were
reflected in the Wimmera and Glenelg Rivers Environmental Entitlement 2010. Water now
available under this entitlement for the environment includes 41,560 ML of high reliability
entitlement with the remainder being increased passing flows and spills. The total savings from
the Wimmera Mallee Pipeline Project were 103,000 ML, other savings are allocated in
GWMWater’s bulk entitlement for regional growth (20,000 ML) and recreational purposes.
GWMWater’s customers also benefited from improved water quality and much improved reliability
of supply during droughts.
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3. The decommissioning of the Wimmera irrigation system - delivered 28,000 GL of environmental
entitlement. The Commonwealth government purchased the irrigators rights to water for $25m
and $4.75m was provided from unexpended Wimmera Mallee Pipeline funds to decommission
the channel system.
The environmental water held by VEWH is now specified in the Wimmera and Glenelg Rivers
Environmental Entitlement 2010. This entitlement includes both rights to water released from the
headworks system and passing flows. The passing flows can be accumulated in Rocklands Reservoir
and Lake Lonsdale at the request of VEWH or the Storage Manager, in consultation with each other.
The environmental entitlement makes it clear that no headworks and delivery charges should apply to this
entitlement (because of government capital contribution for the works and because the creation of the
entitlements did not decrease revenue collected by GWMWater from its existing customers).
The Wimmera and Glenelg Rivers Environmental Entitlement 2010
17. HEADWORKS COSTS
17.1

Subject to sub-clause 17.2, the Water Holder does not have to make any payment to the
storage manager for headworks costs relating to this Instrument.

17.2

The Water Holder must pay the storage manager the reasonable incremental costs incurred
by the storage manager, to –
(a)
release water;
(b)
collect and manage data;
(c)
meter; and
(d)
perform any other services agreed to by the Water Holder and the storage manager.

17.3

The Water Holder must –
(a)
observe existing cost-sharing arrangements; or
(b)
in the absence of agreed cost-sharing arrangement, jointly with the storage manager
and in consultation with the other entitlement holders, endeavour to agree on the
cost-sharing arrangements as required from time to time.

17.4

In determining cost sharing arrangements in relation to sub-clause 17.2, the parties must
have regard to whether the services are performed in relation to this entitlement and would
provide a benefit to the environmental water reserve of the Wimmera, Mallee and Glenelg
river basins.

17.5

If the parties cannot reach an agreement, either party may give written notice to the other
party requiring the matter to be determined in accordance with clause 13.

17.6

The parties may vary the cost-sharing arrangements from time to time by agreement.

18.

DELIVERY COSTS
The Water Holder does not have to make any payment to GWMWater for supply of the
environment’s water from the Wimmera-Mallee Pipeline unless otherwise agreed by both
parties and in accordance with clause 12.

The water purchased by the Commonwealth from irrigators has not been converted into an Environmental
Entitlement. Instead the water is supplied in accordance with a “supply by agreement’ contract.
Headworks charges are paid for this water. This is consistent with the policy established in the Northern
Region Sustainable Water Strategy (see section12.3).

9.5

Macalister Irrigation District water recovery 2010

The Macalister headworks system is operated by Southern Rural Water.
The Victorian government committed to investing to modernise part of the Macalister Irrigation District to
recover water for the environment in the White Paper 2004. A total investment $27.5 million was made by
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the Commonwealth and State governments. Water savings equivalent to 12,460 ML of high reliability
entitlement and 6,229 ML of low reliability entitlement were recovered. These entitlements were attached
to Lake Glenmaggie.
The Minister formalised these rights in the Macalister River Environmental Entitlement 2010. No
headworks charges were to apply to this entitlement.
Macalister River Environmental Entitlement 2010
PAYMENTS IN RELATION TO SERVICES PROVIDED IN RELATION TO THIS ENTITLEMENT
28.

9.6

The Water Holder is not required to make any payment to any person in relation to services
provided by that person in relation to this entitlement.

Moorabool environmental entitlement 2010

A Moorabool environmental entitlement was created in 2010 following the completion of pipelines that
connected Ballarat to the Goulburn supply system and Geelong to the Melbourne system reducing the
reliance on the Moorabool system. The environmental entitlement provides an 11.9% share of the storage
capacity and inflows to Lal Lal Reservoir. This entitlement is in addition to passing flow obligations.
The entitlement makes it clear that the VEWH is not required to pay headworks costs.

Moorabool Environmental Entitlement 2010

STORAGE MANAGEMENT COSTS
35.

Subject to clause 36, the Water Holder is not required to make any payment for Lal Lal headworks
costs.

36.

The Water Holder must pay the Storage Manager the reasonable incremental costs incurred by
the Storage Manager, to:
(a)
(b)
(c)
(d)

release water;
collect and manage data;
meter; and
perform any other services agreed to by the Water Holder and the Storage Manager.

37.

Within the other authorities and the Storage Manager, must endeavour to agree on the costsharing arrangements.

38.

In determining cost sharing arrangements in relation to clause 36, the parties must have regard
to whether the services are performed in relation to this entitlement and would provide a benefit
to the environmental water reserve of the Moorabool Basin.

39.

If the parties cannot reach an agreement, either party may give written notice to the other party
requiring the matter to be determined in accordance with clauses 50 to 59.

40.

The parties may vary the cost-sharing arrangements from time to time by agreement.

These provisions are consistent with the Werribee environmental entitlements.

9.7

Barwon River 2011

The Barwon River Environmental Entitlement enables water to be diverted from the lower Barwon River
to supply Reedy Lake and Hospital Swamp. The entitlement provides access to unregulated flows.
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The entitlement specifies that the water holder is responsible for the costs associated with the use of the
water. There are no headworks or delivery charges.

9.8

GMW Connections Project - Stage 1 2012

Irrigation modernisation works undertaken by the GMW Connections Project Stage 1 (formerly the
Northern Victorian Irrigation Renewal Program (NVIRP 1)) are projected to recover long-term annual
average water savings of 225 GL across the Goulburn-Murray Irrigation District (GMID). The VEWH
receives one-third share of the water recovered by the project. Water is being recovered in the Goulburn,
Campaspe and River Murray systems. Environmental entitlements have been granted for the recovered
water.
Water is recovered progressively as the project is implemented. The volume of water recovered is
determined after an annual audit of the works implemented during the year. The obligations to reserve
and allocate the audited savings are contained in the Bulk Entitlement (Eildon - Goulburn Weir)
Conversion Order 1995 and Bulk Entitlement (River Murray - Goulburn-Murray Water) Conversion Order
1999, which are both held by Goulburn-Murray Water. There is a different arrangement for the Campaspe
River Environmental Entitlement.
Three Environmental Entitlements were granted:




Environmental Entitlement (Goulburn System – NVIRP Stage 1) Order 2012
Campaspe River Environmental Entitlement 2013
Environmental Entitlement (Murray System – NVIRP Stage 1) Order 2012

The Murray and Goulburn entitlements have identical charging arrangements.
Environmental Entitlement (Goulburn System – NVIRP Stage 1) Order 2012
Environmental Entitlement (Murray System – NVIRP Stage 1) Order 2012
16.

Water storage and supply costs

16.1

Subject to clause 16.2 and 16.3, the Water Holder does not have to make any payment for
water storage and supply costs relating to this environmental entitlement.

16.2

The Minister may, after reviewing in consultation with the Water Holder and other entitlement
holders, the desirability of a direct contribution being made towards the water supply and
storage costs relating to this environmental entitlement, approve alternative arrangements
under which the Water Holder makes such a contribution, in whatever circumstances or with
whatever limits that the Minister may decide.

16.3

The Water Holder must pay any contribution towards water storage and supply costs arising
from alternative arrangements approved by the Minister under sub-clause 16.2 to the storage
manager or to such other person as is determined by the Minister.

18.

Delivery Costs

18.1 The Water Holder must pay Goulburn-Murray Water a fair and reasonable proportion of the
costs associated with delivering water from its distribution system in accordance with clause
18.
18.2 The share of the delivery costs charged to the water Holder is determined by Goulburn-Murray
Water in accordance with the following:
(a)

where natural waterways are used to deliver water under this entitlement, there will be
no delivery charge;

(b)

where water is delivered via the channel system with a level of service equivalent to that
of other entitlement holders, the charge to the Water holder will be equal to the tariff
charged by Goulburn-Murray Water for the level of services in the relevant irrigation
district
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(c)

where water is provided by Goulburn-Murray Water via the channel system under an
interruptible access regime, Goulburn-Murray Water may only charge the Water Holder
the ‘out of pocket expense it incurs, for suppling the service.

18.2 The Water Holder and Goulburn-Murray Water may agree to vary the method for determining
delivery costs prescribed in 18.2

The Goulburn and Murray Environmental Entitlements also included detailed principles for calculating
delivery charges.
The Campaspe Environmental Entitlement included the following water products:




High reliability entitlement equivalent to high reliability water shares purchased from irrigators as
part of closing down the irrigation system (Cl 6 (1) (a))
High reliability entitlement derived from the savings of variable losses in the distribution system (Cl
6 (1) (b))
Very high reliability water entitlement derived from the fixed losses in the irrigation distribution
system (Cl 6 (1) (b))

Campaspe River Environmental Entitlement 2013
15

Water Storage and Supply Costs

15.1 The Water holder must pay storage and supply costs relating to the component of entitlement
specified in sub-clause 6.1(a)
15.2 Subject to clause 15.1 and 15.4, the Water holder does not have to make any payment for
water storage and supply costs relating to the component of this environmental entitlement
specified in sub-clause 6.1(b)
15.3 The Minister may –
(a)

In consultation with the Water Holder, Storage manager and, if appropriate, other
entitlement holders, review the desirability of a contribution being made by the Water
Holder towards the water supply and storage costs relating to this environmental
entitlement specified in sub-clause 6.1(b), and

(b)

after undertaking such a review, approve an arrangement under which the Water Holder
must make such a contribution

15.4 The Water Holder must pay any additional contribution towards water storage and supply costs
arising from alternative arrangements approved by the Minister under sub-clause 15.3, to the
Storage manager or to such other person as is determined by the Minister.
A consequence of modernising the irrigation system was that outfalls from the channels system were
reduced. In some instances, channel outfalls discharged to wetlands. The environmental approvals
process for GMW Connections required environmental watering plans to be prepared for sites that were
at risk due to reduced outfalls. These plans identified the need to supply “mitigation” water to mitigate the
effect of the loss of outfalls to wetlands to retain environmental values.
The Environmental Entitlement (Goulburn System – NVIRP Stage 1) and the Environmental Entitlement
(Murray System – NVIRP Stage 1) Order 2012 includes mitigation water but not as a defined volume.
The method for calculating the volume of mitigation water is set out in the Water Change Management
Framework and the environmental watering plans. The amount of mitigation water is progressively
increasing as works are completed. The mitigation water is supplied to the wetlands by Goulburn-Murray
Water each year to the identified wetlands for no charge.
The mitigation water volume changes year to year depending on the works completed to date. At the end
of NVIRP, there will be an opportunity to convert the mitigation into high and low reliability products in the
environmental entitlements based on the long-term average volume of mitigation water in each system.
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There are currently no charges for mitigation water reflecting that it was part of the conveyance water set
aside for operating the system. Future charging arrangements will need to be determined when it is
included in the environmental entitlements.

9.9

GMW Connections Project Stage 2

All environmental entitlements derived the GMW Connections project stage 2 (formerly called from
NVIRP Stage 2) are to be transferred to the Commonwealth as a mix of high and low reliability water
shares that will be subject to the same headworks tariffs as applied to other water shares sourced from
the headworks system.
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10 Water Allocation Issues
The general approach to setting tariffs for bulk and environmental entitlements in northern Victoria has
been to convert the water available under bulk and environmental entitlements into a mix of high reliability
and low reliability product equivalent to high reliability and low reliability water shares (HRWS and
LRWS). The standard regulated tariffs for HRWS and LRWS are then applied. The basic approach
applied is to minimise and standardise the number of types of water product in a supply system and then
apply standard tariffs irrespective of ownership. Water tariffs should be blind to ownership, i.e. the tariffs
should not change if ownership changes.
The standard tariffs may be varied if the bulk or environmental entitlement have different attributes to the
standard HRWS and LRWS, particularly if the differences affect the amount of storage capacity required
to support the entitlement or the reliability of the entitlements.
Three attributes of bulk and environmental entitlements that could affect charges are discussed below.

10.1 Living Murray low-reliability entitlements cap factors
Valley Caps are specified in the bulk and environmental water entitlements containing low-reliability water
products recovered by the Living Murray initiative. The Valley Caps prevent the full allocations to LRWS
being available to environmental water holders.
The Living Murray Initiative included environmental water recovered through the Sales Deal that was part
of governments commitment to unbundle water right and sales water in 2006. Under this commitment the
following volumes of ‘sales’ water were converted to the equivalent of LRWS product and transferred to
bulk and environmental entitlements for the environment:





101,900 ML of Murray system LRWS
141,200 ML of Goulburn system LRWS
5,048 ML of Campaspe system LRWS
2,024 ML of Loddon system LRWS.

The volume of water available under these entitlements is significantly restricted by the Valley Caps that
are specified in schedules to the entitlement orders. The schedules show the actual water available under
the valley caps for different annual seasonal allocations. The valley caps operate on a rolling basis. If less
than the capped volume is used in any year, the difference is added to create an increased cap in the
following year.
The Murray system Valley Cap is particularly restrictive. While the low-reliability entitlement volume is
101,849.9 ML use for a 100% seasonal allocation is restricted to 43,196 ML by the Valley Cap.
This presents a significant issue because the MDBA is paying the LRWS tariff ($5.28/ML) for the full
101,849.9 ML of entitlement even though it is rarely ever available in full. The MDBA is effectively paying
over double what other Murray system LRWS holders are paying.
This issue also occurs on the other supply systems, but to a lesser extent.
This anomaly could be addressed by converting the TLM low reliability product into a product with the
same attributes as LRWS or the tariff for TLM water could be reduced to reflect its reduced value caused
by the Valley Caps.

10.2 Anomalies in management rules
10.2.1 Extended use and carryover
The TLM entitlements provide for extended use of water allocations to low reliability entitlements up to 31
December in the next irrigation season. The rule was introduced because allocations to low-reliability
entitlements progressively increased from zero at the start of the irrigation season right up until January
or later. This pattern of allocations did not meet the watering needs of the environment. The environment
often requires water in spring before allocations are available. The extended use provision was
introduced to better match environmental supply with demand.
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Under extended use rules, unused allocations can be carried over (without being subject to evaporation
loss) subject to:
a) Water in the extended use account can only be used up until 31 December in the new season,
after which time the extended use account will be re-set to zero.
b) Unused water in the extended use account is subject to spill rules if the storages spill between 1
July and 31 December and if unused, written off on 1 January
c) Only allocations available under an entitlement with extended use can be carried over in the
extended use account. Water from other sources cannot be traded in and carried over under
extended use.
Experience during the Millennium drought showed that the irrigators would also benefit by being able to
carryover water from one season to the next. The ability for holders of water shares to carryover water
allocations from one year to next was introduced in 2005.
Section 33AD of the Water Act 1989 enables the Minister to make Declarations for taking of water
allocations under water shares in the subsequent water season (i.e. carryover rules).
Current carryover for the Murray, Goulburn and Campaspe systems include:
a) Water allocations of up to 100% of the water shares can be carried over
b) Water allocations in excess of 100% can be carried over in the spillable water accounts
c) Evaporative losses of 5% will be deducted
d) Variable charges apply.
These carryover rules provide greater management flexibility than the extended use rules. LRWS is
therefore a more valuable water product than low reliability entitlements with extended use. For example,
low reliability product available in the Living Murray environmental entitlements that is unused on 1
January is written off while LRWS can be carried over from year to year. This represents a serious
devaluation of TLM’s low-reliability entitlements relative to those held by other users, yet tariffs are the
same.
Again, this anomaly could be addressed by converting the TLM low reliability product into a product with
the same attributes as LRWS or the tariff for TLM low reliability water product should be reduced to reflect
its reduced value caused by the inferior extended use conditions.

10.2.2 Differences in rights and charges to return flows
Some bulk and environmental entitlements enable the entitlement holder to maintain the ownership of
water taken under the entitlement that is returned to the regulated water system. For example, water
applied to wetlands naturally flows back to the river system and the entitlement is specified to allow for
this to occur. This rule provides significant environmental benefit in that it reduces the volume of water
required to be held by the environmental water holder.
In contrast, holders of water shares have no equivalent right (i.e. they do not retain ownership of any of
their irrigation water that drains back the Murray River). There is an expectation that irrigators use their
water efficiently and no irrigation water drains from the respective property. Any irrigation drainage water
is re-regulated to meet downstream commitments which may include environmental flows.
Return flow rights have a minor to no impact on the operation of headworks systems as they require little
or no headworks storage capacity. Therefore, no headworks charges are applied.
Proper water accounting arrangements are in place to measure the volume of flows returned to rivers that
are subsequently taken at downstream sites. Bulk and environmental entitlement holders meet the costs
of any additional metering needed in operating water systems.
These types of differences in the rights and charges to return flows can lead to exploitation and
perceptions of unfairness in charging.
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10.3 Conveyance water that provides environmental and other benefits
Many headworks systems provide incidental, opportunistic environmental and other benefits including
boating, fishing and other recreational activities. Despite these benefits the storages are operated to
supply the water entitlement holders and are funded by the entitlement holders supplied by the storage.
Similarly, conveyance water is set aside to deliver entitlements prior to making allocations to entitlement
holders. Conveyance water is used to offset evaporation, seepage, leakage and other losses incurred in
delivering water. In some instances, large volumes are involved, for example in delivering water through
natural waterways such as the Kerang Lakes. This conveyance water is separate from and should not be
confused with entitlements set aside for the environment.
There may also be other significant system losses. Perhaps the most significant are storage pre-releases
for flood control and overflows. Again, these system losses are shared by all water entitlement holders
and they contribute to above cap water which is not tradeable or transferable. As such, these spills and
pre-releases have never been accounted for within environmental entitlements.

10.4 The effect of the Basin Plan
Water management in northern Victoria is bound by the Murray-Darling Basin Plan and the Basin Plan
Inter Governmental Agreement of 2013.

Basin Plan Inter Governmental Agreement 2013
“5.2

Except as otherwise agreed between the Commonwealth and the relevant State(s) to
facilitate improved environmental watering, Basin States agree that the characteristics of
licensed entitlements held for environmental use will not be enhanced or diminished relative
to like entitlements held and used for other purposes. This includes that they will be subject to
no less favourable conditions, including with respect to fees and charges, access to
allocations, capacity to use, trade, and carryover, than like entitlements held for other
purposes. The Parties note that any agreement to change the characteristics of licensed
entitlements held for environmental use should not impact on another state's water
availability, rights or entitlements under the Murray- Darling Basin Agreement unless agreed
to by the affected state.

5.3

Therefore before entering into any agreement under clause 5.2 to change the characteristics
of licensed entitlements where there is a reasonable likelihood of that agreement adversely
impacting on water availability, rights or entitlements of another jurisdiction under the MurrayDarling Basin Agreement, the Parties to that agreement will inform the Basin Officials
Committee of the proposal."

These requirements must be considered when determining how to address the entitlement issues
discussed above as well as pricing issues. They also apply to proposed changes to charging
arrangements.

Environmental Water Charges Information Paper

Page 40

Section 3 – Water Charging
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11 General principles for water charging
11.1 Introduction
This chapter covers the pricing principles used to determine the water charges that may apply to water
provided to the environment from water supply systems operated by water corporations and the MurrayDarling Basin Authority.
It starts at an academic level by introducing the economic concepts of public goods and services. Next,
both national and State pricing objectives and principles that apply in Victoria are described. The pricing
principles that apply today have been assembled over many years. This chapter uses the national pricing
principles that were formally set out in the Inter Government Agreement (IGA) on the National Water
Initiative (NWI) in 2004 as the starting point for describing national objectives and policies before moving
onto the State’s arrangements.

11.2 Pricing of public goods and services
Before considering water pricing principles, it is important to understand the economic attributes of the
goods and services being supplied by the bulk and environmental entitlements.
Water resources may supply private, mixed and public goods and services.
Private goods and services exhibit two characteristics:



Excludability - ownership can be clearly established and anyone who does not pay for the good can
be excluded from enjoying the benefit
Depletability - the available level of the good can be quantified and consumption by one person
depletes the supply to others.

It is efficient and equitable to rely on the private sector (through the market) to supply private goods and
services and directly charge users for each unit of resource they use. Water supplied for consumptive use
has these characteristics.
Public goods in their purest form have two characteristics:



Non-excludability - it is difficult or impossible to exclude the wider community from the benefits,
even if they refuse to pay for what they use
Non-depletability - the supply of public goods and services are not depleted by additional
consumption.

Water supplied to the environment mainly provides public goods and services.
Ostrom1 refined the classification of public goods and services by defining the role of common pool
resources in providing public goods and services (see Table 11.1).

Elinor Ostram, 2010, ‘Beyond Markets and States: Polycentric Governance of Complex Economic
Systems’, American Economic Review 100: 641-673.
http://www:aeaweb.org/articles.php?.doi=10.1257/aer.100.3.641
1
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Table 11-1: Types of goods and services

(1) Toll goods are non-rivalrous goods and services produced by small scale private or public
associations for their members
Water resources are an example of a common pool resource because it is often difficult to exclude
potential beneficiaries (i.e. of good water quality) and because of its “subtractability” of use characteristics
(Abelson, 2001).
Common pool resources such as water face problems of scarcity and overuse because they are
subtractable. For example, some water can be safely extracted from a river on a sustainable basis,
however over extraction will deplete the resource, impact downstream users, cause its water quality to
deteriorate and damage the environment.
The provision of public goods and services and the management of common pool resources and
externalities2 always face problems of market failure. Government needs to intervene through a
combination of investment and regulation when markets fail to ensure that an efficient level of goods and
services are supplied.
Externalities and spill overs are the costs or benefits from an activity that are not captured by the person
deciding to undertake and fund that activity. They are a form of market failure because the person
deciding to undertake the activity that creates the externality does not capture all of the benefits and costs
and so is likely to under or over invest in it from an economic efficiency point of view.
Harvesting water for consumptive purposes typically creates negative externalities affecting public goods
and services because the person harvesting the water does not pay the costs of the decreased
environmental values provided by the water resources in the waterways. Governments may address this
form of market failure by attempting to internalise the externality by a combination of regulation, Pigovian
tax3 and incentives.

2

In economics, an externality is the cost or benefit that affects a party who did not choose to incur that
cost or benefit.
3

A Pigovian Tax in theory equates net marginal private costs with net marginal social costs, and thus
market transactions lead to outcomes that are Pareto optimum.

Environmental Water Charges Information Paper

Page 43

Efficient public sector prices depend on numerous conditions including the public good or externality
characteristics of the services, the structure of markets, the deadweight costs of paying for fixed costs,
transaction costs, and information problems. Consequently, economic theory prescribes a complex set of
efficient prices ranging from zero through short run marginal cost up to full cost pricing and including
some intermediate prices. (Abelson, 2001).
When government is the sole supplier of a service (or when government supplies in a highly competitive
market), efficiency generally requires that prices be set equal to short run marginal cost.
The Department of Treasury and Finance4 has issued the Victorian Government Cost Recovery
Guidelines. The Guidelines specify that costs should be recovered from those that benefit from a service
(beneficiaries pay principle), or from those whose actions give rise to the need for the service (impactor
pays principle). The high level objectives of these principles are to:



promote efficiency – determine the amount and quality of the service to be provided by the
willingness to pay of the people who benefit from the service
promote fairness – do not provide subsidies from the general community to pay for services to a
small group of people who benefit from the service or create the need for the service

The Guidelines provide a framework for sharing implementation costs and help to determine when public
funds should be used to pay for providing public goods and services.
Unfortunately, it is rare for the application of these guidelines to be straightforward because of the
difficulty in:




defining the boundaries between private rights and public rights (i.e. the right to undertake polluting
activities versus the public’s right to clean common pool water resources)
quantifying private and public costs and benefits of activities
agreeing on who are beneficiaries and who are impactors and what is the magnitude of their
benefits and impacts.

Consequently, there is often no agreement on what the costs and benefits are and how they should be
apportioned.
A further problem is that if it is decided that the beneficiary rather than the impactor should pay, even if
the beneficiaries are identified, it is difficult to charge them directly for the services they use (i.e. the
problem of exclusion). Often indirect methods are required if the necessary revenue is to be collected
efficiently. Nevertheless, the beneficiary pays and the impactor pays principles are to be applied, albeit
imperfectly when determining who should pay for the costs of externalities.
The preceding sections indicate that the costs of these services are met by those who draw water from
the environment (the impactors) through obligations entrenched in entitlements, but also broader
beneficiaries who contribute to the running of the environmental water holders through general revenue
sources (Commonwealth) or environmental contributions that are weighted towards contributions from
urban water consumers.

4

Department of Treasury and Finance, 2013, Victorian Government Cost Recovery Guidelines
http://www.dtf.vic.gov.au/Publications/Victoria-Economy-publications/Cost-recovery-guidelines
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11.3 National pricing principles
The National Water Initiative was prepared at a time when the water sector in Australia was undergoing
substantial change although at different rates in the different states. Clause 64 of the Inter-Governmental
Agreement on a National Water Initiative 20045 (IGA) sets out high level pricing principles for determining
water charges. One of the main purposes of the principles was to introduce user pays pricing for water
services and to reduce government subsidies to the irrigation sector (See Clause 64(iv)).
Inter-Governmental Agreement on a National Water Initiative 2004
64. The Parties agree to implement water pricing and institutional arrangements which:
i) promote economically efficient and sustainable use of:
a) water resources;
b) water infrastructure assets; and
c) government resources devoted to the management of water;
ii)

ensure sufficient revenue streams to allow efficient delivery of the required services;

iii)

facilitate the efficient functioning of water markets, including inter-jurisdictional water
markets, and in both rural and urban settings;

iv)

give effect to the principles of user-pays and achieve pricing transparency in respect of
water storage and delivery in irrigation systems and cost recovery for water planning and
management;

v)

avoid perverse or unintended pricing outcomes; and

vi)

provide appropriate mechanisms for the release of unallocated water.

The above pricing principles did not explicitly consider pricing for supplying environmental water. Instead,
the IGA considered environmental externalities and required externalities to be identified and where
possible, be included in the charges paid by traditional consumptive water charges (See Clause 73(iii)).

Inter-Governmental Agreement on a National Water Initiative 2004
Environmental Externalities
73. The States and Territories agree to:
i)

continue to manage environmental externalities through a range of regulatory measures
(such as through setting extraction limits in water management plans and by specifying the
conditions for the use of water in water use licences);

ii)

continue to examine the feasibility of using market based mechanisms such as pricing to
account for positive and negative environmental externalities associated with water use; and

iii)

implement pricing that includes externalities where found to be feasible.

5

http://www.agriculture.gov.au/SiteCollectionDocuments/water/Intergovernmental-Agreement-on-anational-water-initiative.pdf
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Clause 73 of the IGA does not provide clear insights into how to determine tariffs for water recovered for
the environment. Its statements about environmental externalities were not incorporated into subsequent
pricing objectives and principles.
The IGA pricing principles targeted traditional water users using water to generate private benefits.
Pricing principles for environmental water holdings recovered by governments using public funds and
held in trust to provide public goods and services were not considered.
Providing passing flows for environmental benefits is consistent with addressing environmental
externalities through regulatory measures consistent with Clause 73 (i). Clause 73(iii) suggests that the
costs of these measures should be borne by the consumptive water users.
Government initiatives to recover water for the environment are a measure to address environmental
externalities. According to this interpretation the costs of the obligations attached to supplying and
delivering the environmental water could be treated as addressing an externality and be met by the
traditional consumptive water user. The environmental water holder would not be subject to any charges.
However, it is important for the efficient operation of water systems that, as the amount of water held by
the environment increases, the environmental water holder is subject to price signals.
The principles in the IGA were picked up in the Commonwealth Water Act 2007 (Cwth). This Act
empowers the Commonwealth Minister responsible for the Act to make water charging rules that apply to
specific water services in the Murray-Darling Basin.
The prices set by Goulburn Murray Water and Lower Murray Water are regulated in accordance with the
Water Act 2007 (Cwth).
Pricing objectives and principles are included in Schedule 2 of the Water Act 2007 (Cwth). The pricing
objectives in Schedule 2 are essentially the same as those in the IGA. The pricing principles below guide
the Water Charge (Infrastructure) Rules 2010.
Water Act 2007 (Cwth) (Schedule 2—Basin water charging objectives and principles)
Part 3—Water charging principles
3

Water storage and delivery
(1)

Pricing policies for water storage and delivery in rural systems are to be developed to
facilitate efficient water use and trade in water entitlements.

(2)

Water charges are to include a consumption-based component.

(3)

Water charges are to be based on full cost recovery for water services to ensure business
viability and avoid monopoly rents, including recovery of environmental externalities where
feasible and practical.

(4)

Water charges in the rural water sector are to continue to move towards upper bound pricing
where practicable.

(5)

In sub clause (4):
upper bound pricing means the level at which, to avoid monopoly rents, a water business
should not recover more than:

(6)

(a)

the operational, maintenance and administrative costs, externalities, taxes or tax
equivalent regimes; and

(b)

provision for the cost of asset consumption; and

(c)

provision for the cost of capital (calculated using a weighted average cost of capital).

If full cost recovery is unlikely to be achieved and a Community Service Obligation is
deemed necessary:
(a)

the size of the subsidy is to be reported publicly; and
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(b)
(7)

where practicable, subsidies or Community Service Obligations are to be reduced or
eliminated.

Pricing policies should ensure consistency across sectors and jurisdictions where
entitlements are able to be traded.

These pricing principles again promote user pays, full cost recovery and the recovery of environmental
externalities (See Clause 3(3)).
The principle in Clause 3(7) supports water shares held by environmental water holders should face the
same tariffs as other water shareholders. Note that the ability of the VEWH to sell bulk and environment
entitlements is restricted, although there is greater flexibility to trade seasonal water allocations.
Part 4 of the Water Regulations 2008 (see below) describes the scope of the Rules. They include both
water storage and supply costs (headworks costs) and the costs of delivering water through irrigation
networks.
Water Regulations 2008 (Cwth)
4.01A

Regulated water charges in section 91 of the Act—prescribed fees or charge
(1)

This regulation is made for the purposes of paragraph 91(1)(d) of the Act.

(2)

The following kinds of fees or charges, to the extent that they do not relate to an irrigation
network or an urban water supply network, or are not bulk water charges, are prescribed:
(a)

a fee or charge payable to an infrastructure operator for access to the operator’s
water service infrastructure (or services provided in relation to that access);

Section 91 of the Water Act 2007 (Cwth) lists the water charges to be regulated. They include:


various fees and charges payable to an irrigation infrastructure operator



bulk water charges



charges for water planning and management



a fee or a charge related to access to water service infrastructure



a fee or a charge related to the taking of water from a water resource

The Water Charge (Infrastructure) Rules (WICR) were made in 2010 under section 92(1) of the Water Act
2007 (Cwth). They set out the detailed rules for regulating water infrastructure services in the MurrayDarling Basin.

11.4 Independent price regulation
Clause 77 of the IGA required that institutional arrangements be established to use independent bodies to
regulate prices (i.e. at arms-length from the political processes).
Inter-Governmental Agreement on a National Water Initiative 2004
Independent pricing regulator
77. The Parties agree to use independent bodies to:
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i) set or review prices, or price setting processes, for water storage and delivery by
government water service providers, on a case-by-case basis, consistent with the principles
in paragraphs 65 to 68 above; and
ii) publicly review and report on pricing in government and private water service providers to
ensure that the principles in paragraphs 65 to 68 above are met.
The Water Act 2007 (Cwth) establishes the Australian Competition and Consumer Commission (ACCC)
as the independent price regulator consistent with the NWI. The ACCC has accredited the Essential
Services Commission (ESC) in Victoria to undertake price regulation using the pricing objectives and
principles in the Water Act 2007 (Cwth).

11.5 Victorian pricing principles
The formal objectives and principles that apply in northern Victoria’s part of the Murray-Darling Basin do
not apply in southern Victoria.
The Pricing objectives and principles that apply to the Victorian water sector are set out in the Essential
Services Commission Act 2001 and the Water Industry Regulatory Order 2014. The objective of the
Essential Services Commission (ESC) is to promote the long term interests of Victorian consumers
having regard to the price quality and reliability of essential services. Matters that the ESC must have
regard to are specified below.

Essential Services Commission Act 2001
8A Matters which the Commission must have regard to
(1) In seeking to achieve the objective specified in section 8, the Commission must have regard
to the following matters to the extent that they are relevant in any particular case—
(a) efficiency in the industry and incentives for long term investment;
(b) the financial viability of the industry;
(c) the degree of, and scope for, competition within the industry, including countervailing
market power and information asymmetries;
(d) the relevant health, safety, environmental and social legislation applying to the industry;
(e) the benefits and costs of regulation (including externalities and the gains from
competition and efficiency) for—
(i)

consumers and users of products or services (including low income and
vulnerable consumers);

(ii)

regulated entities;

(2) Without derogating from section 8 or subsection (1), the Commission must also when
performing its functions and exercising its powers in relation to a regulated industry do so in a
manner that the Commission considers best achieves any objectives specified in the
empowering instrument.

The Water Industry Regulatory Order 2014 is the empowering instrument referred to in Cl 8A (2) above
that elaborates the pricing objectives for the Victorian water sector.
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Water Industry Regulatory Order October 2014
OBJECTIVE FOR REGULATION
8.

Objectives
(a)

The objectives of the Commission when performing its functions and exercising its
powers in relation to the regulated water industry are those set out in section 8 of the
ESC Act and section 4C of the Act.

(b)

In seeking to achieve these objectives the Commission must have regard to the
matters in section 8A of the ESC Act and must also have regard to, and place
particular emphasis on, the following matters:
(i)

the promotion of efficient use of prescribed services by customers;

(ii)

the promotion of efficiency in regulated entities as well as efficiency in, and
the financial viability of, the regulated water industry; and

(iii)

the provision to regulated entities of incentives to pursue efficiency
improvements.

As previously discussed in Chapter 11.3 it could be seen that these principles are focussed on water
infrastructure charges and relate to the provision of 'private goods and services'.
Despite the differences in the wording of the pricing objectives and principles that apply in northern
Victoria and southern Victoria they essentially have the same effect.
Price regulation in southern and northern Victoria is undertaken by the Essential Services Commission
ensuring that Victorian water corporations deal with one regulator only and enabling a fairly consistent
approach to price regulation to be applied for the whole of Victoria.
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12 Victorian Government policies
12.1 Introduction
Government policy about charging for water provided to the environment, has evolved as progressively
more water has been made available to the environment. Approaches have had to change as
environmental water entitlements grew from small proportions of system entitlements to a significant
proportion of the total entitlements supplied by the headworks system.
Important government policy positions were set in:





The White Paper 2004
Northern Region Sustainable Water Strategy 2009
Waterway Management Strategy 2013
Water for Victoria 2016.

Changes in government policies for charging for environmental water should be implemented by
amending the charging provisions in the bulk and environmental entitlements discussed in section 2.
Currently the charging provisions in the bulk and environmental entitlements reflect government policies
in the White Paper and Sustainable Water Strategy. These entitlements were not amended to incorporate
the 2013 shift in government policy.
The Water Act 1989 sets out the processes that must be followed to amend bulk and environmental
entitlements.

12.2 White Paper - ‘Our Water Our Future’ 2004
The ‘Our Water Our Future’ White Paper provided the first coherent policy position on charging for water
provided to the environment. The policy position was based on discussions and insights gained during the
conversion process to create bulk water entitlements and the initial projects being implement to recover
additional water for the environment.
The White Paper included the following series of rules for determining charges to cover the costs
associated with the environmental water reserve (DSE, 2004).
In relation to headworks charges:
1. where the environmental water reserve is provided as a bulk entitlement for the environment
through a bulk entitlement conversion process there will be no headworks charge
2. where the environmental water reserve is provided as a non-tradeable entitlement or rules
attached to a consumptive BE there will be no headworks charge
3. where the environmental water reserve is provided a tradeable entitlement, equivalent to a
consumptive entitlement – the same headworks charge as other users will apply, except
where there is a significant government investment in recovering the water, in these cases
the headworks charge may be varied as part of the investment agreement
4. where a headworks charge does apply to the environmental water reserve, the manager may
choose to pay annual headworks charges or a one off capitalised amount
In relation to distribution systems
5. where natural waterways are used as part of the distribution system the environmental water
reserve will be given a reasonable share of capacity at no charge
6. if the environmental water reserve manager requires water to be delivered when the
distribution system is running at full capacity it will be pay a charge equivalent to irrigation
distribution costs
7. if the environmental water reserve manager requires water where there is spare capacity in
the distribution system it will pay out of pocket expenses of the water authority in supplying
the service
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8. in developing environmental watering regimes for the environmental entitlements, the CMAs
will consult with the water corporation to ensure, as far as possible complementarity of use

Rule 1 ensures that the government does not pay for basic obligations attached to the right to harvest
water for consumptive purposes. It applies the user pays principle.
Rule 2 is also based on the principle that the provision of environmental flows is a basic obligation
attached to the right to harvest water. It also includes the principle that environmental charges should
reflect the characteristics of the environmental entitlement. In particular, there should be no charges on
highly attenuated environmental entitlements that are not tradeable.
Rule 3 applies the principle that all tradeable water entitlements that have the same security and reliability
characteristics should pay the same charges. The rule allows for exceptions where the environmental
water has been recovered by government investment (where the investment has provided significant
benefits to consumptive water users or their supply authority (i.e. by refurbishing assets, users would
otherwise be required to pay for)).
The rules for determining charges for the cost of using distribution systems to deliver environmental water
are based on the assumption that the costs of distribution systems should be met by the customers that
the systems were built to supply and that the delivery of environmental water would not materially effect
of cost of operating the systems for these customers.

12.3 Northern Region Sustainable Water Strategy 2009
The Northern Region Sustainable Water Strategy (NRSWS) (DPI, 2009) built on the environmental water
charging policies in the White Paper.

12.3.1 Headworks charges
The NRWS adopted the position that “Environmental entitlements that have similar properties as water
shares (that is they provide a share of the available resource, are tradeable and called out as needed) will
pay headwork charges” and included the policy 4.5 below.
Policy 4.5 Headworks charges for new environmental entitlements
“The following principles will apply when the Commonwealth (or any) government invests in water
recovery for the environment:
a) Where environmental entitlements result from water purchases, the purchaser will pay the
associated headworks charges in full
b) Where environmental entitlements result from water savings projects, any headworks charges
will be consistent with the above policy, the purchaser will pay the associated headworks
charges in full
Part a) of Policy 4.5 was added because significant amounts of water shares were being purchased from
irrigators to provide additional water for the environment. Part b) of Policy 4.5 was added to make it clear
that the Murray-Darling Basin Authority and the Commonwealth were required to pay headworks charges
for water for the environment that they recovered by investing in infrastructure works.

12.3.2 Distribution charges
Further attention was given to the policy for distribution charges as the volume of water recovered for the
environment increased. The NRSWS established the following policies.
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Policy 4.6 - Charges for environmental water delivery in irrigation distribution systems
The following charges will be paid when environmental water is delivered through the irrigation
distribution system. Where the environmental manager:
a) holds delivery shares they will pay the standard delivery share charges
b) relies on casual use they will pay the standard casual use charges
c) relies on interruptible access they will pay out of pocket costs
Policy 4.7 - Charges for environmental water delivery in natural waterways outside of irrigation
districts
In natural waterways the environmental managers will have access to the existing access right
provided by the entitlement and any spare capacity without charge
These pricing policies are essentially the same as those in the White Paper but have been updated to
make explicit reference to delivery shares that were created when water rights were unbundled in 2007.
Policy 4.6 ties the delivery charges to the level of service being provided with out of pocket expenses
being charged when the delivery of environmental water relies on surplus channel capacity. This policy
also applies to natural waterways within irrigation distribution networks including Gunbower Creek and
Broken Creek).
Policy 4.7 confirms that environmental water can be delivered in natural waterways without charge when
there is capacity available. Existing access rights are not defined.

12.4 Victorian Waterway Management Strategy 2013
The Victorian Waterway Strategy substantially changed the approach to charging for environmental
watering. The key idea driving the revised approach was that “in recent years the number of
environmental entitlements has increased substantially and the environment may no longer be
considered a marginal water holder in some systems.”
The Strategy recognised that where environmental entitlements share the same properties as other
entitlements, environmental water holders pay the costs of these services provided by water corporations
just as other water users do. In some instances, charges were varied:



to reflect the nature of the product – where the entitlement (or related right allocated to the
environment) – is less reliable or certain than other consumptive entitlements
to recognise Government investment in water savings projects to recover water for the environment
where there have also been significant benefits to irrigators and other users.

It also indicated that it was not appropriate for the VEWH, MDBA and CEWH to pay different charges for
environmental water. The Waterways Strategy established Policy 8.8 and Action 8.2 based on these
considerations.
Policy 8.8
Environmental water holders will be required to pay applicable charges for the costs incurred by
storage/system operators to store and deliver environmental water.
Action 8.2:
All environmental water holdings will be reviewed, to ensure that they incur applicable headworks,
delivery and resource management charges. Ministerial guidance will be provided to clarify the nature
of charges that are applicable for environmental water holdings. With regard to the costs incurred by
the Victorian Environmental Water Holder, funding will be subject to standard budgetary processes.”
The Waterway Strategy also said that delivery charges should reflect the principle that charges for
environmental water services should be reflective of equivalent levels of service provided to water users,
ensuring that there is a fair and reasonable contribution towards the upkeep of the irrigation distribution
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system. The policy was for environmental water holders to pay equivalent charges for access to the
irrigation distribution system and be provided with the same level of service as other customers.
The Minister for Water moved to implement this policy by writing to the water corporations in October
2014. The letter indicated that water corporations should implement the new policy from 1 July 2014 by
applying the relevant storage and delivery charges to VEWH for the 2014/15 year. An additional $3.94
million was allocated to VEWH from the Environmental Contribution to pay these additional costs. The
Murray-Darling Basin Authority and the Commonwealth Environmental Water Holder also faced additional
costs.
Charging provisions in the bulk and environmental water entitlements were not amended.
The revised approach enabled funds collected from water users via the environmental contribution of 5%
of revenue of urban water corporations and 2% of revenue of rural water corporations to be used to pay
rural headworks operators and effectively treated government investment in water corporation
infrastructure to recover water for the environment as sunk.
The VEWH, Commonwealth Environmental Water Holder and the Murray-Darling Basin Authority paid
environmental water charges totalling $12 million in 2014-15. Funding in Victoria was provided from the
Environmental Contribution (DELWP, 2016).

12.5 Water for Victoria 2016
Government policies for environmental water charges were updated with the release of Water for Victoria
in 2016 (DELWP, 2016).
Water for Victoria stated that:
“We need to consider the revenue requirements of water corporations to maintain future infrastructure
needs. A fair and reasonable contribution to system costs should be made by all users in line with the
level of service received. “
It established the following pricing principles to be used to determine environmental water charges and
Action 3.7. to implement the principles.
“The following principles will apply to charging arrangements for environmental water:





prices for environmental services will reflect costs
prices are to reflect the levels of service received
prices are to provide signals for the efficient and sustainable use of water infrastructure
prices will not deter environmental watering”

Water for Victoria established the process to fine tune the approach adopted in the waterway
management strategy. It did not define the baseline conditions needed to determine how to apply the
above principles to the different categories of environmental water that occur in Victoria that are listed
below:






environmental water provided by capping consumptive water diversions (above cap water)
passing flow obligations
environmental flow obligations attached to the right to harvest water
environmental water recovered through government investment in water supply infrastructure
water provided to the environment by purchasing water shares on the market.

Water for Victoria included Action 3.7 that requires DELWP to work with the water corporations to apply
the high-level pricing principles for environmental water.
Water for Victoria
Action 3.7 - Ensure clear and transparent charging arrangements
“Water corporations will work with the Department of Environment, Land Water and Planning and
environmental water holders to ensure clear, transparent and equitable charging arrangements
(service levels and prices) in line with the above principles”
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13 Current charging arrangements for environmental
water
13.1 Introduction
Water charges may be applied to recover three types of costs:


Water storage and supply costs – of maintaining and operating the headworks used to supply the
entitlements providing environmental water



Delivery costs – of using another authority’s infrastructure to deliver environmental water to
environmental sites



Resource management costs - of reporting on compliance with bulk entitlements, unauthorised
use of water, disputes between entitlement holders and to advise on any qualification of rights.

Costs can also be considered in three parts. Firstly, there are fixed asset based costs that are incurred
irrespective of whether services are provided (e.g. the costs of maintaining the infrastructure to harvest
and supply water. Secondly there are variable costs that are incurred in managing water allocations to all
entitlement holders. Thirdly there are the incremental costs incurred by the storage operator to meet the
needs of the environmental water holder that are in addition to the obligation of water corporations to
minimise the environmental effects of their water harvesting and supply operations. Note that some
waterway managers own, operate and fund assets necessary to deliver environmental water to some
sites.
Section 2 describes how the bulk entitlement conversion processes, the recovery of water for
environmental water and the development of charging principles and policies occurred together. This has
resulted in there being inconsistencies between the approaches taken to recover storage charges
(headworks charges) and delivery charges for water used for the environment in different systems
depending on when and how the entitlements were created.
In view of these varied water rights and obligations, the general charging arrangements for water
provided to the environment are now described.

13.2 Environmental water storage and headworks charges
Storage and headworks charges recover the costs of operating, maintaining and refurbishing the
headworks system. Generally, the basic costs are distributed in proportion to the regulated entitlements
supplied by the headworks. However, charges for entitlements supplying the environment vary depending
on:


the characteristics of the entitlement (i.e. rules based or callable)



the source of the entitlement (i.e. an obligation attached the right to harvest or purchased on the
market)



the costs of any bespoke environmental water operating requirements which are additional to the
costs of a reasonable level required to be provided by all entitlement holders to meet their
obligations to minimise the environmental effects of the operation headworks system.

13.2.1 Water attached to rights to take water
Passing flows are an important component of environmental flows. They are, with few exceptions,
specified as rules within bulk entitlements to take water for consumptive use. Passing flows are not
tradeable. They are treated as an obligation attached to the right to take water and no charges apply.
In some instances the passing flow rules require water to be released from storage during dry periods. No
charges apply in these cases.
The environmental water holder originally had no flexibility to manage passing flows, but limited flexibility
arrangements that involve holding back the flows to allow larger flushes to be released have been
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introduced to improve environmental outcomes. The Environmental Entitlement does not provide for
headworks charges to be paid for this improved flexibility.
There are two cases where the bulk entitlement conversion process included an obligation to provide
water in storage that can be called out by the Victorian Environmental Water Holder (VEWH). They are
the Bulk Entitlement (Thomson River- Environment) Order 2005 and the Yarra Environmental Entitlement
2005.
These Ministerial Orders specify that no charges are to apply to these environmental obligations.
However, the Minister for Water wrote to Melbourne Water in 2014 indicating that charges may be
applied.

13.2.2 Water from government water recovery projects
Governments have invested large amounts of money in irrigation and rural domestic and stock systems to
recover water for the environment. Bulk and environmental entitlements have been granted for this
recovered water.
The general approach taken can be summarised as:





Reliability of water savings in a system have been converted into standard high and low reliability
water products equivalent to the systems high and low reliability water shares
No headwork charges apply where water was recovered by investment in infrastructure, specified in a
bulk or environmental entitlement and is held by the VEWH
Headworks charges for HRWS and LRWS are generally applied where the water was recovered by
investment in infrastructure and held by the CEWH as HRWS and LRWS or in an entitlement held on
behalf of the Murray-Darling Basin Authority (MDBA)
Headworks charges apply where HRWS and LRWS have been purchased and are held by CEWH
and VEWH

Water recovery projects may result in the transfer of system conveyance losses that do not attract
charges to water shares. This has the potential to benefit all water users by spreading the headworks
fixed costs across a larger number of water shares.
Table 13-1 summarises headworks tariffs that have been applied in 2016/17 to environmental water from
government water recovery projects that has the same reliability characteristics as HRWS and LRWS.

Table 13-1 Headworks charges 2016/17 (Source water corporation price schedules) 1
Bulk water - high reliability
$ per ML

Bulk water - low reliability
$ per ML

Goulburn

8.15

4.18

Campaspe

24.86

15.36

Loddon

42.60

16.77

Murray

11.62

5.28

Macalister HRWS

13.50

6.50

Wimmera Mallee Headworks

125.12 (fixed)
125.12 (variable)

Wimmera Mallee - Bulk
environment

6.76 (fixed)
13.60 (variable)

Supply system

-

GWMWater is the only authority that splits headworks charges into a fixed and variable component. The variable component should
not be interpreted as a delivery charge.

13.2.3 Water from other initiatives
Three other approaches have been taken to grant environmental entitlements.
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In the case of Blue Rock Dam and Merrimu Reservoir there was some unallocated water available at the
end of the bulk entitlement conversion process. In both cases capacity share environmental entitlement
was granted. The Blue Rock entitlement provided a share of the storage capacity and a proportionate
share of the headworks costs. The Merrimu entitlement included a share of inflows but no storage
capacity (but a right to borrow air space) and no headworks charges.
A capacity share environmental entitlement was also granted in the Tarago Reservoir when this reservoir
was brought back into service to supply Melbourne. This entitlement was treated as an obligation
attached to the right to take water and no charges were applied. The Minister subsequently indicated that
headworks charges should be considered but this has not been done yet.
Environmental entitlements have also been granted to provide access to unregulated flows to water
wetlands on the lower Latrobe and lower Barwon rivers. These entitlements do not benefit from the
headworks system and therefore no charges are applied.

13.2.4 Headworks payments
Details of payments made to water corporations are provided in Appendix A. Table 13-2 details the
headworks payments made by environmental water holders over recent years to the water corporation
that operates the headworks.
Table 13-2: Summary of payments made to water corporations for bulk and environmental entitlements
Water Holder

FY14/15

FY15/16

FY16/17

VEWH

$3,173,826

$3,343,492

$3,181,429

CEWH

$5,851,793

$6,214,788

$6,318,075

MDBA

$1,852,173

$1,906,594

$1,814,364

$10,878,173

$11,464,876

$11,313,868

Total

Source. Derived from data supplied by VEWH

13.3 Delivery Charges
The bulk and environmental entitlements normally consider headworks charges and delivery charges
separately.
No charges are applied when environmental water is delivered via natural carriers (i.e. rivers). Most
environmental water is used to provide environmental flows in rivers or delivered to wetlands direct from
rivers.
Delivery charges are paid when water corporation distribution networks are used to deliver water to
environmental sites.
Pricing policies for delivery charges are that cost reflective delivery charges should be paid.
The Victorian Waterway Strategy, 2013 set out that delivery charges should reflect the principle that
charges for environmental water services should be reflective of equivalent levels of service provided to
water users, ensuring that there is a fair and reasonable contribution towards the upkeep of the irrigation
distribution system. This position allowed the environmental water holder to accept a lower level of
service for a lower charge.
Bulk and environmental entitlements often specify that no delivery charges are to apply when water is
delivered via natural waterways.
The Goulburn and Murray Environmental Entitlements do include detailed principles for calculating
delivery charges.
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Environmental Entitlement (Goulburn System – NVIRP Stage 1) Order 2012
Environmental Entitlement (Murray System – NVIRP Stage 1) Order 2012
18

Delivery Costs

18.1 The Water holder must pay Goulburn-Murray Water a fair and reasonable proportion of the
costs associated with delivering water from its distribution system in accordance with clause18.
18.2 The share of delivery costs charged to the Water holder is determined by Goulburn-Murray
Water in accordance with the following:
(a)

where natural waterways are used to deliver water under this entitlement, there will be
no delivery charge;

(b)

where water is delivered by the channel system with a level of service equivalent to that
of other entitlement holders, the charge to the Water Holder will be equal to the tariff
charged by Goulburn-Murray Water for that level of service

(b)

where water is provided by Goulburn-Murray Water via the channel system under an
interruptible access regime, Goulburn-Murray Water may only charge the Water Holder
the out-of-pocket expenses it incurs for supplying the service;

18.3 The Water Holder and Goulburn-Murray Water may agree to vary the method for determining
the delivery costs prescribed in sub-clause 18.2.
Generally natural waterways (i.e. the Goulburn and Murray Rivers) are included within the headworks
system. However, in some instances natural carriers (i.e. Gunbower Creek) are included within the
distribution network. Distribution charges are substantially higher than headworks charges. This means
that the delivery of environmental water through natural carriers in the distribution network attract very
high charges. For example, GMW’s standard tariffs for delivery services in the Murray Valley for 2016/17
is made up of:





A service point fee of $87.80 per service point
A distribution access fee $3,016 per delivery share (a delivery share can deliver 100 ML in one
hundred days and 280 ML in a year)
Infrastructure use fee of $6.34 per ML
A casual use fee of $51.59 per ML (applies if you do not pay a distribution access fee).

Two examples of the application of delivery charges are discussed below.
Gunbower Forest is watered naturally by the Murray River and Gunbower Creek. Environmental water
can be delivered to the Forest from Gunbower Creek. Gunbower Creek is included as delivery system
asset in the Torrumbarry Irrigation District. The contract allows an unlimited volume of water to pass
through, subject to interruptible supply arrangements. There is a clause that can be triggered to enable
priority access if there is a bird breeding event that requires stable flows.
Broken Creek is a tributary of the Broken River and is used to deliver water in the Murray Valley Irrigation
District. Environmental flows are required periodically to address water quality problems that endanger
Murray Cod. Irrigation drainage is a significant cause of the water quality problems.
Up to 40,000 ML is delivered by the Murray Valley and 20,000 ML by the Shepparton irrigation distribution
systems. These flows are delivered when there is spare capacity in the distribution network. The cost of
delivering this water if standard charges were applied would be in the order of $3.5M per year.
Rather than apply these standard fees, VEWH has a contract with GMW for the delivery of environmental
water through the distribution infrastructure at a variable cost per year dependent on delivery location
consistent with clause 18.3 of the environmental entitlements.
The VEWH paid about $570,000 in 2015/16 to G-MW’s to use it’s distribution system to deliver water for
the environment in Gunbower Forest and Broken Creek.
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13.4 Resource Management Costs
Bulk water entitlements in regulated systems generally require entitlement holders to contribute to
resource management costs. A relatively standard obligation is included in the Ministerial Orders. An
example is given below:
Bulk Entitlement (Goulburn System – South East Water) Order 2012 – Consolidated as at
30 June 2014
16. RESOURCE MANAGER COSTS
16.1
Subject to sub-clause 16.3, the Authority must pay the Resource Manager a fair and
reasonable proportion of the costs incurred by the Resource Manager in –
(a)

reporting on whether entitlement holders in the Goulburn Basin comply with the
conditions of their bulk entitlements and/or environmental entitlements;

(b)

reporting on disputes between entitlement holders in the Goulburn Basin;

(c)

reporting on significant unauthorised uses of water in the Goulburn Basin;

(d)

co-ordinating the application and implementation of any qualification of any rights to
water in the Goulburn Basin made by the Minister under section 33AAA of the Act,
during a declared water shortage.

16.2 Subject to sub-clause 16.3, the proportion of costs referred to in sub-clause 16.1 is to be
determined by the Resource Manager.
16.3 Where the Resource Manager provides a prescribed service for the purposes of s 4A of the
Water Industry Act 1994, the charges to be paid by the Authority to the Resource Manager are to
be determined by the ESC in accordance with Part 1A or 1B of the Water Industry Act 1994.

The standard approach for determining the ‘fair and reasonable proportion’ of the costs incurred by the
resource manager is to apportion them in proportion to the explicit or implicit entitlement’s share of the
total system yield.
In some instances, the environmental water holder is exempt from contributing to these costs. For
example, for the:




Macalister River Environmental Entitlement 2010
Tarago and Bunyip Rivers Environmental Entitlement 2009
Environmental Entitlement (Goulburn system - NVIRP Stage 1) 2012

In other systems, the environmental water holder is obliged to make a contribution. For example, for the:




Bulk Entitlement (Loddon River - Environmental Reserve) Order 2005
Goulburn River Environmental Entitlement 2010
Werribee River Environmental Entitlement 2011.
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14 Charging Issues
14.1 Pricing principles
The pricing principles for water services are broadly consistent in northern Victoria and southern Victoria.
Their objective was to promote:




the efficient use and delivery of water supply services
the efficient use of water resources
the financial viability of water corporations

The main approach taken was to apply the user pays approach to strengthen pricing signals to traditional
urban, industrial and irrigation water users.
The pricing principles were developed at a time when the environment received little more than the
residual water after consumptive demands were met. Explicit pricing principles for environmental water
were not considered. If anything, the environmental costs of the operation of the water sector, including
decreased environmental flows, was considered as an externality. The IGA adopted this standard
economic approach and indicated that, where practicable, the costs of externalities should be recognised
and built into the prices paid by the traditional water users. But, consideration of externalities was not built
into the pricing principles and rules.
Environmental externalities can only be described and quantified if the baseline environmental conditions
are defined. The base conditions are needed to differentiate the obligations attached to the right to
harvest water and the obligation to manage the associated environmental externalities from actions to
supply environmental water to generate environmental benefits in addition to the baseline conditions.
It is reasonable for the environmental managers to pay charges for water for additional environmental
benefits calculated in the same way as other traditional water users. This ensures that the environmental
managers decisions are influenced by price signals.
There is no technically correct baseline. The baseline needs to be determined by political judgement. The
baseline decision is controversial because of the effect of the decision on water prices and who pays
what in the future.
One extreme option would be to adopt pre-European conditions as the baseline. Other possible options
are to determine the baseline by defining the amount of water that can be diverted for consumptive use.
Options include defining the baseline as the level of water diversions authorised by the:







initial bulk entitlement conversion process
cap on water diversions was implemented in the Murray-Darling Basin
cap on water diversions plus water recovered by the Living Murray and Snowy water initiatives
cap on water diversions plus Basin Plan water savings (less offsets) of 2,750 GL
cap on water diversions plus Basin Plan water savings (less offsets) of 3,200 GL
none of these options have been explicitly adopted for pricing environmental water.

The regional sustainable water strategies capped water diversions in southern Victoria and could be used
to derive baseline conditions for determining environmental water charges in the south.
Governments have avoided explicit definition of the baseline conditions, but their political judgements
about the baseline are implicitly reflected in government decisions to fund water recovery works and more
particularly in the charging provisions in the bulk and environmental entitlements that hold this recovered
water. The recovered water can be interpreted as within the baseline when no headworks charges are
payable (i.e. treated as an externality) or in addition to the baseline when charges are payable.
Under this conceptualisation, revisiting headworks charges specified in the bulk and environmental
entitlements would be akin to revisiting the baseline and should probably be avoided.
A further issue in Victoria is that VEWH is funded from the Environmental Contribution collected by water
corporations from water users (CEWH is funded by the Commonwealth). This means that water users are
indirectly funding the ongoing environmental water charges. Charges paid by the Commonwealth are
funded from taxes.
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The capital cost of Victorian water recovery projects was generally funded from consolidated revenue
rather than from the environmental contribution.
The Victorian arrangements collect a significant proportion of the environmental contributions from
Melbourne water users that are then expended in regional and rural Victoria. A portion of the funds
collected from urban water users are expended to offset the environmental costs of harvesting water for
irrigation (urban water users contribute 5% of gross revenue as an environmental contribution while rural
water corporations contribute 2% of their gross revenue). This means that the price signals to traditional
water users and particularly irrigators are weakened although. However, under the beneficiary pays
principle a case can be made for the metropolitan community to contribute to the costs of improving
environmental features that they value.

14.2 Differences in pricing of water shares and environmental entitlements
The VEWH and CEWH pay different prices for environmental water. The Commonwealth has invested in
water recovery measures, but required the recovered water to be converted into a mix of HRWS and
LRWS or in the case of the Wimmera Mallee systems and contracts in the form of a ‘supply by
agreement’. The funding contracts required the water to be transferred to the Commonwealth in these
legal forms. The Commonwealth agreed at the time to pay headworks on the same basis that
consumptive users (irrigators) pay.
This arrangement is consistent with Clause 3(7) of the Basin water charging objectives and principles
(See chapter 11.3).
The Commonwealth also pays standard prices for the water shares they have purchased on the water
market.
The vast majority of VEWH’ water holdings are in the form of bulk and environmental entitlements which
include specific charging provisions that reflected the water recovery funding agreements. The Victorian
Government required that the water savings attributed to their investment be converted into bulk and
environmental entitlements that specified both the rights to water and the charges associated to the rights
to water that are used to provide public goods and services. As such, the Victorian Government’s position
taken at the time of the negotiations, were intended to be reflected and entrenched in relevant bulk and
environmental entitlements.
The current differences in water charges paid by the VEWH and the CEWH reflect the different
contractual arrangements between the governments and the water corporations. These arrangements
should not be over ridden by general pricing principles that have been developed to apply water
entitlements that provide private goods and services.

14.3 Basin versus system pricing
GMW has two different headworks pricing regimes in declared water systems:



Basin pricing – calculates the headworks costs for each river basin (i.e. Goulburn River, Campaspe
River and Loddon River) and sets a price to recover these costs from the entitlement holders in
each of these basins
System pricing – calculates the costs of the headworks in all of the river basins that support a
supply system (i.e. the Goulburn system draws water from the Goulburn, Campaspe and Loddon
River basins) and set a single system headworks price.

These two pricing approaches result in significantly different prices as is shown by the prices in Table
14-1. (e.g. the price on the Broken system for high reliability entitlement is $10.70 per ML based on basin
pricing and $42.82 per ML based on system pricing).
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Table 14-1: comparison of 2016/17 system and basin prices

Source GMW Price list 2016/17
http://www.gmwater.com.au/downloads/gmw/Pricing_List/GMW_2016_17_Price_List.pdf

Quite different prices also result depending on whether the water shares are defined as being held by
‘water users’ or ‘non-water users’. ‘Water user’ is defined as an entitlement that is associated to land.
‘Non water user’ is defined as an entitlement that has been disassociated from land.
All water shares held by environmental water holders are defined as “Non water user” and pay charges
calculated using basin pricing.
Charges for water shares associated with land are calculated using system pricing.
The effect of basin pricing in 2016/17 is that the CEWH and the MDBA pay less for water shares than
they would if they were an irrigator (as they hold large volumes of Murray and Goulburn water), and the
VEWH pays more than if it were an irrigator (because it holds more water shares in the more expensive
Loddon and Campaspe basins).
Bulk water charges apply to the bulk and environmental entitlements held by VEWH. The basin bulk
water charges vary depending on the basin and may be higher or lower than the system price (because
the system price is average price of the basins that make up the system.
While the difference in approach has some effect on the total charges paid by the VEWH and CEWH, the
more significant issue could be that Goulburn Murray Water has established different tariffs for essentially
the identical water products based on who owns the entitlement.

14.4 Delivery charges
Delivery charges are currently determined through negotiation between the environmental water holder
and the delivery infrastructure operator. The charges are not transparently developed and not subject to
independent regulation. Consistent statewide pricing principles for determining charges are not available.

14.5 Inconsistent pricing regulation
Independent price regulation is now accepted as best practice and applied in both northern and southern
Victoria. Most entitlements do not provide headworks charges to be applied to environmental water and
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therefore do not include processes to review headworks charges. But they all include an independent
dispute resolution process which has never been invoked.
Five bulk and environmental entitlements include the Minister in processes to review headworks charges
rather than an independent regulator. They are:






Environmental Entitlement (Campaspe River) 2013
Environmental Entitlement (Goulburn system - NVIRP Stage 1) 2012
Bulk Entitlement (River Murray - Flora and Fauna) Conversion Order 1999
Bulk Entitlement (River Murray - Snowy Environmental Reserve) Order 2004
Environmental Entitlement (River Murray - NVIRP Stage 1) 2012.

Two entitlements include the ESC in the review process:



Blue Rock Environmental Entitlement 2013
Bulk Entitlement (Wimmera & Glenelg Rivers - GWMWater) Conversion Order 2010

The Goulburn and Murray Environmental Entitlements include principles for G-MW to calculate delivery
charges. These entitlements also enable the VEWH and G-MW to agree to vary the method for
determining delivery costs. This provision has been used and VEWH and G-MW have entered into a
contract that determines the levels of service and prices for delivering water through G-MW’s distribution
system. This agreement was not subject to independent review and therefore may be inconsistent with
the general requirement for transparent independent review.
The well established independent price regulation arrangements in Victoria focus on the pricing regimes
faced by traditional water users rather than pricing for environmental water services.
The Victorian government formally sets out its expectations for the performance of water corporations in a
Statement of Obligations6 (SoO). The ESC is required to have regard to the SoO when undertaking price
reviews. Section 1-6 of the SoO sets out the general principles that apply to water corporations when
performing their functions and providing services. Section 7 – 2 deals with bulk supply systems.
Statement of Obligations (General) 2015
1-6

Guiding Principles

The water corporation must:




Manage water resources in a sustainable manner that enhances environmental outcomes
and amenity in urban and rural landscapes;
Effectively integrate economic, environmental and social objectives into its business
operations;
Minimise the impacts of its activities on the environment;

and
7 - 2 Bulk Supply Systems
The Corporation must, where waterways and wetlands are used for the supply of water, develop
and implement plans and programs consistent with any guidelines issued by the Secretary, to:
(a)

seek to enhance ecological benefits where service standards to customers are not
compromised;

(b)

work cooperatively with the Victorian Environmental Water Holder and relevant
agencies;

6

http://www.depi.vic.gov.au/water/governing-water-resources/water-corporations/water-corporations-statements-ofobligations
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It is unclear how these obligations are interpreted when determining the costs water corporations recover
from their broad customer base and the costs they recover on a fee for service basis from environmental
water managers.
The lack of clarity could result in unproductive cost shifting debates between water corporations and
environmental mangers.
The Secretary of DELWP can issue guidelines if significant problems emerge because of a lack of clarity.
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Section 4 – Final Comments
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15 Final Comments
The framework for providing water for the environment developed in the three parallel streams of
institutional arrangements, specification of entitlements and charging arrangements. These streams
evolved at different rates at different times over the past 30 years. It is not surprising that some
inconsistencies and anomalies are now evident in the framework for determining environmental water
charges.

15.1 Institutional arrangements
Victoria’s institutional arrangements for the water sector are based on separating and clearly defining
policy, regulatory and service delivery functions. Service delivery is the responsibility of corporatised
entitles that operate at ‘arm’s length’ from government. These corporatised entitles are subject to
independent economic, health and environmental regulation. The Minister, with the support of the
Department, is responsible for the policy and governance of the sector. This is a mature and efficient
management framework.
In contrast, the framework for delivering waterway management services and managing environmental
water holdings to provide public benefits are in an earlier stage of development. In particular, they are
dependent on government for their income, rather than on customer fees and charges and environmental
water holders have not been established as arm’s length statutory authorities. They tend to be treated as
an arm of government rather than a valued large customer. This is a significant weakness in the current
framework.
Also, some early bulk entitlements that were granted before the ESC came into existence require the
Minister to review charges. This is an obvious legacy issue that should be simply addressed by requiring
the ESC rather than the Minister to review charges to bring the arrangements into line with industry
standards.

15.2 Water entitlements
Different mechanisms have been used to provide water for the environment and these require the
application of different pricing principles. Water for the environment has been provided within Victoria’s
water entitlement regime by the following five mechanisms:
1. capping consumptive water diversions and thereby reserving the residual water remaining (above
cap water) for the environment
2. attaching explicit passing flow obligations to the rights to harvest water for consumptive purposes
3. attaching explicit obligations to supply specified volumes of water to the environment attached to
entitlements to harvest water for consumptive purposes
4. explicit bulk and environmental water entitlements that were granted for water that was recovered
as a result of government investment in water supply infrastructure that generated water savings by
reducing delivery losses
5. water shares purchased by government and transferred to the environmental water holders to
provide water for the environment.
The characteristics of the entitlements created by each of these mechanisms and their associated
charges are summarised in Table 15.1.
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Table 15-1 Headworks charges 2016/17 (Source water corporation price schedules) 1
Mechanism

Characteristics of water product

Basis of charging specified in
entitlements

Mechanism 1- Above cap
water

Rules based un regulated flows
Non-transferable and non-tradeable

No charges
No service provided by bulk supply
authority
Obligation attached to the right to
harvest

Mechanism 2- Passing flows

Rules based flows
Non-transferable and non-tradeable
The passing flows supply domestic
and stock rights and provide
multiple benefits including
environmental flows

No charges
No or minimal call on headworks
assets
Obligation attached to the right to
harvest

Mechanism 3- Volumetric
entitlement included in BE for
consumptive use

Environmental allocation can be
called out by environmental
manager
Bespoke reliability characteristics
Allocations may be transferred or
traded
Entitlement tradeable subject to
ministerial approval

No charges
No or minimal call on headworks
assets
Obligation attached to the right to
harvest

Mechanism 4- Volumetric
entitlements derived from
government funded water
recovery projects

Water can be called out by
environmental manager
Reliability characteristics equivalent
to high and low reliability water
shares
Valley caps may apply in northern
Victoria
Bespoke carryover and reuse
provisions
Allocations may, subject to tight
restrictions, be transferred or traded
Entitlement may be tradeable,
subject to tight retractions and
ministerial approval

Charging provisions reflect the
original funding agreements to invest
in the water recovery works
The standard headworks prices for
the equivalent high and low reliability
water shares in the system are
applied where headworks charges
are collected.

Mechanism 5- System water
shares (water shares may be
purchased or issued as a
result of water recovery
projects)

Have the same security and
reliability characteristics as other
water shares supplied by the
system
Subject to the same rules (i.e. carry
over) as other water shares
Allocations may be transferred or
traded
Water shares tradeable

The standard headworks prices for
the equivalent high and low reliability
water shares in the system are
applied
Prices regulated by the ESC
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Entitlements established by mechanisms 1, and 2 above rely on rules that limit how much water can be
taken for consumptive purposes. These entitlements do not have the same reliability characteristics as
consumptive entitlements supplied by the system and as high and low reliability water shares in declared
systems. Water provided through these ‘rules based’ mechanisms cannot be controlled by environmental
water managers. Generally, it cannot be called out from the storage and cannot be transferred to other
locations or traded. No charges are applied because these entitlements are treated as an obligation
attached to the right to harvest water.
Entitlements established by mechanism 3 are also treated as an obligation attached to the right to harvest
water. However, annual water allocations available under these entitlements may be traded. These
entitlements may also be sold, subject to Ministerial approval, although no entitlements of this type have
been sold to date. The entitlements specified under mechanism 3 clearly specify that no charges apply,
consistent with their treatment as an obligation attached to the right to harvest water.
Entitlements established by mechanism 4 generally have the same reliability characteristics as other
consumptive entitlements supplied by the system and as high and low reliability water shares in declared
systems. They are transferable and tradeable. Charges vary, depending on the provisions of the original
funding agreements to undertake the water recovery works.
However, there are some anomalies in northern Victoria. Firstly. valley caps are applied to the low
reliability water product recovered for the Living Murray Initiative. The cap substantially reduces the
volume of water that is supplied under the entitlement compared to the volume that can be supplied by
the equivalent volume of low reliability water shares.
Secondly, the entitlements provide for extended use of allocations, but these provisions are inferior to the
carryover rules that apply to high and low reliability water shares. Finally, bulk and environmental
entitlements enable flows that return to rivers after watering wetlands to be retained for use further
downstream. While this facility is available to water corporations and environmental water holders it is not
available for high and low reliability water shares.
High and low reliability water share entitlements established by mechanism 5 are identical in every way to
high and low reliability water shares owned by individuals and are subject to the same rules and charges.

15.3 Charging issues
The National Water initiative established pricing principles that were designed to promote economically
efficient and sustainable use of water resources and water markets and apply the user pays principle for
water services that provided private goods and services. Environmental externalities were to be included
in water prices where possible and were also to be treated through regulation where pricing is not
appropriate.
While substantial progress has been made in applying the user pays principle to water services providing
private goods and service, the treatment of environmental externalities has been patchy at best. This has
led to confusion and disagreement about whether appropriate charges are being applied to environmental
entitlements.
It is generally accepted that no headworks charges should be applied to rules based bulk and
environmental entitlements (i.e. entitlements specified by mechanisms 1, 2 and 3) that are nontransferable and non-tradeable. It is also generally agreed that standard headworks charges should apply
to high and low reliability water shares that have been purchased for environmental use (i.e. entitlements
specified by mechanisms 5).
However, the pricing of bulk and environmental entitlements that originate from government investment in
water recovery works is subject to more debate. One option is to continue to apply the pricing principles
established in the entitlements that reflected the original funding agreement to invest in water recovery
works. The alternative option is to tear up the original funding agreements and amend the bulk and
environmental entitlements to apply the standard water charges that apply to other water users. Of
course, there are many other options between these two book ends.
Pricing provisions in bulk and environmental entitlements reflect the first option. Government would need
to amend the bulk and environmental entitlements if they wish to move away from this option.
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A number of other pricing irregularities occur where the tariffs that apply to high and low reliability water
shares are applied to bulk and environmental entitlements even though the bulk and environmental
entitlements have valley caps or inferior carryover rules that reduce their true value.
No delivery charges apply to water that is supplied to natural carriers. Delivery charges are applied where
water corporation delivery infrastructure is used to deliver water to environmental sites. These charges
are currently determined through negotiation between the environmental water holder and the delivery
infrastructure operator. The charges are not transparently developed and not subject to independent
regulation. Consistent state-wide pricing principles for determining charges are not available.
Water corporations have obligations to minimise the impact of their operation on the environment. The
extent of the base works and measures that water corporations are required to undertake to discharge
this obligation are unclear. Consequently, it is difficult to cost the additional services that may be required
by environmental water managers.
Finally, any changes to current arrangements in northern Victoria would be subject to the requirements of
the Water Act 2007 (Cwth).
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Appendix A: Comparison of Environmental Water
Charging in Bulk Entitlements
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Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Wimmera and
Glenelg
Rivers
Environmental
Entitlement
2010
(Wimmera
Mallee
Pipeline)

Pipeline
product
reliability

40,560

Wetlands
product
reliability

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

$274,185 + variable

Paid by
VEWH

Storage
charges

Delivery
Charges

Review
process

Carryover
available

Incremental
costs only

No

Vary by
agreement

HW $6.76 +
variable tariff
of $13.60

1,000

Rules base

Incremental
costs only

No

Vary by
agreement

$0

$0

Passing flows

n.a.

Carryover
and flexibility
available

No

No

No

$0

$0

Bulk
Entitlement
(Wimmera &
Glenelg
RiversGWMWater)
Conversion
Order

Irrigation
product
reliability
(Cwth)

28,000

Carryover
available

Yes

Yes

Set by
GWMWater
ESC
Review

Bulk
Entitlement
(Maribyrnong
– Sothern
Rural Water)
Conversion
Order 2000

Passing flows

n.a.

Requires
some
releases from
storage
Includes
flexibility
provisions

No

n.a.

No

$0

$0

Water quality
reserve

Up to
90ML

Available to
maintain
water quality
at the
Settlement
Rd pool

No

n.a.

No

$0

$0

Environmental Water Charges Information Paper
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Page 70

$189,280

Obligation
TBD re
storage
Paid by
CEWH

Name of
entitlement

Reliability of
water
products

Werribee
River
Environmental
Entitlement
2011

Volume
(ML)

Entitlement
attributes

10% share
of Merrimu
inflows

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

Storage
charges

Delivery
Charges

Review
process

Can borrow
air space to
carry over

No

n.a.

No

$0

$0

$0

Bulk
Entitlement
(Werribee
System –
Irrigation)
Conversion
Order, 1997

Passing flows

n.a

May defer
passing flows
Return flow
credits
available

No

$0

$0

$0

Macalister
River
Environmental
Entitlement
2010 (Water
recovery
projects)

High

12,461.

Can borrow
air space to
carry over

No

n.a

No

$13.00

Bulk
Entitlement
(Thomson
River Environment)
Order 2005

10GL storage
plus air space
plus 10GL
inflows

~10,000.

Carryover
available
No right to
return flows

No

n.a.

No

$0

$0

Passing flows

n.a.

No ability to
defer
releases

No

n.a.

No

$0

$0
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$161,993

Paid by
VEWH

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Bulk
entitlement
(ThomsonMacalister –
Southern
Rural Water)
Conversion
Order 2001

Passing flows
for Macalister
and Thomson
Rivers

n.a.

Latrobe River
(lower Latrobe
wetlands)
Environmental
Entitlement
2011

Un Regulated
flows

Blue Rock
Environmental
Entitlement,
2013 plus
contribution to
drought
reserve costs
Bulk
Entitlement
(Latrobe –
Southern
Rural)
Conversion
Order 1996

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

Storage
charges

Delivery
Charges

Review
process

No provision
to defer
passing flows

No

No

No

$0

$0

Not
specified

Creates
rights to
divert water
to lower
Latrobe
wetlands

No

n.a.

No

$0

$0

9.45% of
storage and
inflows

~10,000.

Capacity
share

Yes

n.a.

ESC
Review

Latrobe River
passing flows

n.a.

Includes
flexibility
arrangements
Includes
releases from
storage

No

n.a.

No

Environmental Water Charges Information Paper
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$120,063

$0

Paid by
VEWH
Previously
paid by
DELWP

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Bulk
Entitlement
(Tarago and
Bunyip Rivers
– Melbourne
Watr) Order
2014

Passing flows
on the Tarago
& Bunyip River

n.a.

A specified
for or 50% of
inflows
Agreed
system
operating
ules

Order does not include charging
provisions

$0

$0

Tarago and
Bunyip Rivers
Environmental
Entitlement
2009

Undefined

3,000

Capacity
share, &
10.3% of
inflows

No

n.a.

No

$0

$0

Barwon River
Environmental
Entitlement
2011

Un Regulated
flows for lower
wetlands

Not
specified.

Creates
rights to
divert water
to lower
Latrobe
wetlands

No

No
Incremental
costs only

No

$0

$0

Moorabool
River
Environmental
Entitlement
2010

Undefined
Dividend from
Goldfield
super pipe)

2,500.

11.9%
Capacity
share

Incremental
costs only

n.a.

No

$15.63

Passing flows

n.a.

Lal Lal
passing
flows, flows
at other sites
specified in
BW & CHW
entitlements

Incremental
costs only

No

No

$0
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Total Charge
2016/17

Comments

$39,071

$0

Paid by
VEWH

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Bulk
Entitlement
(Ovens
System –
Goulburn
Murray Water)
Conversion
Order 2004

Passing flows

n.a.

Bulk
Entitlement
(Campaspe
System –
Goulburn
Murray Water)
Conversion
Water 2000

Passing flows

Environmental
Entitlement
(Campaspe
River - Living
Murray
Initiative)
2007
Environmental
Entitlement
(Campaspe
River) 2013
Water from
NVIRP Stage
-1

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

Storage
charges

Delivery
Charges

Review
process

Specified flow
or natural
No flexibility
arrangements

No

No

No

$0

$0

n.a.

Specified or
natural flows
Flexible flow
provisions
that use
storage

No

No

No

$0

$0

H ~ HRWS
(GMW water
recovery
package)

126.

Right to
return flows
Extended use
enabled

Yes

Yes

No

$25.18

$3,172

Paid by
MDBA

L~LRWS
(LM sales
package)

5,048

Yes

Yes

No

$15.54

$78,455

Paid by
MDBA

Rules based

1,656

No

No

Yes – Min

$25.18

$41,698

H variable loss
saving

3,944

No

No

Yes – Min

$25.18

$99,309

Paid by
VEWH

L variable loss
saving

2,966

No

No

Yes – Min

$15.54

$46,091

H ~ HRWS

15,052

Yes

No

Yes – Min

$25.18

$379,009
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Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Goulburn
River
Environmental
Entitlement
2010

H ~ HRWS
(Zone 1B)

1,434

Right to
return flows

H ~ HRWS
(Zone 1A)

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

Storage
charges

Delivery
Charges

Review
process

Yes

Yes

No

$8.25

$11,830

7,417

Yes

Yes

No

$8.25

$61,190

L~ LRWS
(Zone 1A)

3,140

Yes

Yes

No

$4.23

$13,282

Environmental
Entitlement
(Goulburn
system NVIRP Stage
1) 2012

Annual
allocation of
1/3 audited
savings &
Mitigation
water

No
entitlement
volume
(allocations
subject to
audited
savings)

Carryover
allowed
Right to
return flows

No

Yes

Yes – Min

$8.25

$270,814

Paid by
VEWH

Environmental
Entitlement
(Goulburn
System Living Murray)
2007

H ~ HRWS
(GMW water
recovery)

19,164

Yes

Yes

No

$8.25

$158,103

Paid by
MDBA

H ~ HRWS
(Shep
modernisation)

20,461

Yes

Yes

No

$8.25

$168,803

L~ LRWS
(sales
package)

141,200

Right to
return flows
Extended use
for 6 months
of next
season –
subject to
spill

Yes

Yes

No

$4.23

$597,276

L~ LRWS
(Shep
modernisation)

15,780

Yes

Yes

No

$4.23

$66,749

H Normanville

3,900

No

No

No

$8.25

$32,175

H Improved
measurement

10,912

No

No

No

$8.25

$90,024

Bulk
Entitlement
(Goulburn

Environmental Water Charges Information Paper
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Paid by
VEWH

Paid by
VEWH

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

System Snowy
Environmental
Reserve)
Order 2004

H ~ HRWS
Strategic
measurement

2,000

No right to
return flows

H ~ HRWS
(CG 1-4 Mod)

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

Storage
charges

Delivery
Charges

Review
process

No

No

No

$8.25

$16,500

13,440

No

No

No

$8.25

$110,880

L~LRWS (CG
1-4 Mod)

8,156

No

No

No

$4.23

$34,499

Bulk
Entitlement
(EildonGoulburn
Weir)
Conversion
Order 1995

Goulburn
River Passing
Flows

n.a.

No

No

No

$0

$0

Silver and
Wallaby
Creeks
Environmental
Entitlement
2006 (MW)

n.a.

Passing
Flows

No

No

No

$0

$0

Water Shares
- Snowy River
Environmental
Reserve

H ~ HRWS
(Purchased
WS)

8,321

Yes

n.a.

No

$8.25

$68,648

H ~ HRWS
(Purchased
WS)

17,852

Carryover
available
No right to
return flows

Yes

n.a.

No

$4.23

$75,513

Bulk
Entitlement
(Loddon River

Passing flows

n.a.

Flexible flow
provisions to
use storage

No

No

No

$0

Environmental Water Charges Information Paper

Passing flows
May require
storage
releases

Page 76

$0

Paid by
VEWH

Paid by
VEWH

Paid by
VEWH

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Environmental
Reserve)
Order 2005

H (Wetlands)

2,000

H (Wim
pipeline
savings) in
Goulburn
system

Storage
charges

Delivery
Charges

Review
process

Current
Tariff
$/ML

Carryover
available
No right to
return flows

Yes

Yes

No

$42.74

$85,480

7,490

Carryover
available
No right to
return flows

Yes

Yes

No

$8.25

$61,792

Rules based

1,480

No Carryover
No right to
return flows

Yes

Yes

No

$42.72

$63,255

L (unbundling)

2,024

Limited by
Valley Cap
Extended use
available
No right to
return flows

Yes

Yes

No

$0

Water Shares
- Snowy River
Environmental
Reserve
(Loddon)

H ~ HRWS
(Purchased?)

470

Carryover
No right to
return flows

Yes

n.a,

No

$42.72

Environmental
Entitlement
(Birch Creek Bullarook
System) 2009

Passing flows

n.a.

No storage
right

No

n.a.

No

$0

$0

H (storage
reserve)

100

No Carryover
No right to
return flows

No

n.a.

No

$0

$0
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Total Charge
2016/17

Comments

$0

$20,087

Attenuated
by Valley
cap

Paid by
VEWH

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Bulk
Entitlement
(River Murray
- Flora and
Fauna)
Conversion
Order 1999

H ~ HRWS
(F&F ent)

29,783

Return flows
available
Carryover

L ~ LRWS
(F&F ent)

3,893

H ~ HRWS

9,589

L~LRWS

101,850

Living Murray
D/S Goulburn
(Unreg flows) /
Mokoan

Storage
charges

Delivery
Charges

Review
process

Current
Tariff
$/ML

No

Yes

Yes - Min

$10.22

$304,382

Paid by
VEWH

No

Yes

Yes - Min

$4.64

$18,063

Paid by
VEWH

Valley cap
limit applies
Return flows
available
Extended use
available

No

Yes

Yes - Min

$10.22

$97,999

Paid by
MDBA

No

Yes

Yes - Min

$4.64

$472,584

Paid by
MDBA

34,300

Valley Cap

No

Yes

Yes - Min

$0

$0

Unreg
wetlands
(F&F)

40,000

Recognising
past wetland
watering
No carryover
or extended
use

No

Dependent
on delivery
location

Yes - Min

$0

$0

H BarmahMil.

50,000

No

No

Yes - Min

$0

$0

L Barmah- Mil.

25,000

Rules based
Can be
borrowed &
re-regulated

No

No

Yes - Min

$0

$0
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Total Charge
2016/17

Comments

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Bulk
Entitlement
(River Murray
- Snowy
Environmental
Reserve)
Order 2004
(Includes B-M
flow rules)

H ~ HRWS
(1.5 GL
Woorinen,
5.488GL
improved
measurement,
0.76 GL Mitta,
22.1 GL
Broken
system)

29,794

Water Shares
- Snowy River
Environmental
Reserve
(Murray)

HRWS

Storage
charges

Delivery
Charges

Review
process

Current
Tariff
$/ML

Transferred
to Snowy
account each
year,
increases in
allocation
after transfer
can be
carried over
with no
evaporation

No

Yes

Yes - Min

$10.22

$304,494

Paid by
VEWH

14,671

Carry over
available with
evaporation

Yes

Yes

No

$10.22

$149,937

Paid by
VEWH

LRWS

6,423

Carry over
available
No return
flows

Yes

Yes

No

$4.64

$29,802

Environmental
Entitlement
(River Murray
- NVIRP
Stage 1) 2012

Annual
allocation of
1/3 audited
savings

No
entitlement
volume
(allocations
subject to
audited
savings)

Carryover
available

No

No

Yes - Min

$10.22

$244,254

Tarago and
Bunyip Rivers
Environmental
Entitlement
2009

3 GL storage
10.3% inflows

~3,000

Capacity
share

No

n.a.

No
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Charging obligations in Order

$0

Page 79

Total Charge
2016/17

Comments

$0

Paid by
VEWH

Name of
entitlement

Reliability of
water
products

Volume
(ML)

Entitlement
attributes

Bulk
Entitlement
(Tarago and
Bunyip Rivers
– Melbourne
Water) Order
2014

Passing flows
in Bunyip 7
Tarago Rs

n.a.

Yarra
Environmental
Entitlement
2006

Very High

Silver and
Wallaby
Creeks
Environmental
Entitlement
2006

Charging obligations in Order

Current
Tariff
$/ML

Total Charge
2016/17

Comments

Storage
charges

Delivery
Charges

Review
process

Requires
storage
releases in
dry conditions
No Flexibility
provisions

No

n.a.

No

$0

$0

17,000

Delivery
entitlement

No

n.a.

No

$0

$0

Passing flows

n.a

Requires
storage
releases in
dry conditions
No Flexibility
provisions

No

n.a.

No

$0

$0

Passing flows

n.a

Passing flows
no storage

No

n.a.

No

$0

$0
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Appendix B: Summary of obligations to meet costs and current tariffs
Entitlement
attributes

Entitlement attributes

Entitlement obligations

Current charge
(Actual charge depends
on the headworks system)

Comments

Goulburn Murray Water
Passing flow
obligations

Rules based with limited
flexibility

No charges

No charges

n.a.

Snowy Water Initiative

High reliability-works

No headworks charges to
be applied

Headworks charge for
HRWS

Paid by VEWH

Headworks charge for
LRWS

Paid by VEWH

Low reliability-works

Living Murray Initiative

Purchased water shares

Headworks charges are to
be applied

Water share headworks
charges

Paid by VEWH

High reliability - works

Headworks charges are to
be applied

Headworks charge for
HRWS

Paid by MDBA

Low reliability - works

Headworks charge for
LRWS

Paid by MDBA

Purchased water shares

Water share headworks
charges

Paid by MDBA

GMW Connections
project
(NVIRP - 1)

Annual allocations to audited
water savings

No headworks charges to
be applied

Headworks charge

Paid by VEWH

GMW Connections
project
(NVIRP - 2)

High reliability water shares

Charges to apply

Headworks charge for
HRWS

Paid by Commonwealth

Low Reliability water shares

Charges to apply

Headworks charge for
LRWS

Paid by Commonwealth
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Entitlement
attributes

Entitlement attributes

Entitlement obligations

Current charge
(Actual charge depends
on the headworks system)

Comments

Grampians Wimmera Mallee Water
Passing flows

Rules based with limited
flexibility

No charges

No charges

Pipeline project

High reliability - works

No headworks charges to
be applied

Headworks charge for
pipeline product

Wetlands – works (rules
based)
Close down Irrigation
District

Purchased Irrigation SBAs

Paid by VEWH

No charge rules based
entitlement
Charges are to be applied

Irrigation distribution losses

?

Paid by Cwth

Headworks and delivery
charges apply

Southern Rural Water
Passing flow
obligations

Rules based with limited
flexibility

No headworks charges to
be applied

No charges

Macalister Irrigation
system modernisation

High reliability

No headworks charges are
to be applied

Headworks charge for
HRWS

Paid by VEWH

Headworks charge for
LRWS

Paid by VEWH
Paid by VEWH

Low reliability
Blue Rock Dam
Unallocated water

Capacity share

Yes

Proportionate to share of
storage

Lower Latrobe
wetlands

Rules based unregulated flows

No

No

Merrimu share of
inflow

10% share of inflows

No

No

Rules based with limited
flexibility

No headworks charges to
be applied

No charges

DELWP pays some storage
charges

Melbourne Water
Passing flow
obligations
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Entitlement
attributes

Entitlement attributes

Entitlement obligations

Current charge
(Actual charge depends
on the headworks system)

Yarra - BE conversion
obligation

Delivery entitlement

No headworks charges to
be applied

No charges

Thomson Dam - BE
conversion obligation

Capacity share

No charges are to be
applied

No charges

Tarago Dam - BE
conversion obligation

Capacity share

No charges are to be
applied

No charges

No headworks charges to
be applied

No charges

Comments

Central Highlands Water
Passing flow
obligations

Rules based with limited
flexibility

Lal Lal reservoir

Capacity share

Proportionate to share of
storage

Barwon Water
Passing flow
obligations

Rules based with limited
flexibility

No headworks charges to
be applied

No charges

Unregulated flows in
lower Barwon

Rules based unregulated flows

No headworks charges to
be applied

No charges

Source. Derived from details within bulk and environmental water entitlements
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Paid by VEWH

Appendix C: Commonwealth Environmental Water Charges – 2016/17
Water Corporation

Goulburn Murray
Water

GWMWater

Catchment/
Water System Source/
Water Supply Scheme

Security

Entitlement (ML)

Entitlement Storage
Fees 201-17
($/ML)

Cost 2016-17

Broken

High

253

$42.82

$10,833

Broken

Low

4

$42.82

$171

Loddon system

High

3,356

$42.74

$143,435.44

Loddon - system

Low

527

-

-

Campaspe

High

6,547

$25.18

$164,853

Campaspe

Low

395

$15.54

$6,138

Goulburn

High

276,175

$8.25

$2,278,443

Goulburn

Low

29,435

$4.23

$124,510

Murray

High

320,779

$10.22

$3,278,361

Murray

Low

25,489

$4.64

$118,268

Ovens

High

70

$53.99

$3,779

Wimmera Avon

High

28,000

$6.76

$189,280

TOTAL
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$6,318,075
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Abbreviations
Acronym
BE
CEWH
DELWP
EE
GMID
GMW
GWMW
MDBA
MID
MW
NVIRP
SRW
TLM
VEWH

Full Name
Bulk water entitlement
Commonwealth Environmental Water holder
Department of Environment Land Water Planning
Environmental water entitlement
Goulburn Murray Irrigation District
Goulburn-Murray Water Corporation
Grampians Wimmera Mallee Water
Murray-Darling Basin Authority
Macalister Irrigation District
Melbourne Water
Northern Victorian Irrigation Renewal Project
Southern Rural Water
The Living Murray
Victorian Environmental Water Holder
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