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Murray Irrigation Annual Report 2011
The Murray Irrigation Annual Report 2011
is a summary of operations and performance
of the company from 1 July 2010 to
30 June 2011.
Operations and performance for this period
have been measured against the company’s
key reporting areas as detailed in the
Murray Irrigation 2014 Strategic Plan in
addition to meeting our statutory financial
reporting responsibilities.
The Murray Irrigation Annual Report 2011
provides a concise and comprehensive
summary. The objective of this report is
to provide information to our shareholders
to demonstrate our transparency,
accountability and performance.
The Murray Irrigation Annual Report 2011
is distributed on request to all shareholders
and is available electronically via our website,
as per the requirements of our Constitution.
Additional copies of the Murray Irrigation
Annual Report 2011 can be obtained via:
•T
 he Murray Irrigation website
murrayirrigation.com.au
•V
 isiting the Murray Irrigation offices
at Deniliquin, Finley and Wakool.
•W
 riting to Murray Irrigation, PO Box 528,
Deniliquin NSW 2710.

The objective of this report is
to provide information to our
shareholders to demonstrate
our transparency, accountability
and performance.
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2010

Year in
review

September
• Murray Irrigation announces off allocation
water access.

• Class C general security allocation increases
to 42 percent.
• Murray Irrigation calls for a full review of the
Water Act 2007 (Cth).

• A Commonwealth Parliamentary Inquiry,
chaired by independent MP Tony Windsor,
is initiated to research the potentially
devastating social and economic impacts the
proposed water cuts as outlined in the Guide
• Murray Irrigation announces an opening Class
to the Proposed Basin Plan would have
C general security allocation of eight percent.
on local basin communities.
• Murray Irrigation announces it will implement
• Murray Irrigation’s Board of Directors
a revised pricing structure from 1 January
announces a six percent water efficiency
2011. The new pricing structure will not
allocation, based on permanent delivery
increase revenue collected from customers,
entitlements held.
rather it will collect the same amount from
• Hume Dam starts pre-release of flood water
customers in a different manner, with some
as the reservoir is expected to exceed its full
customers’ fixed fees reducing whilst others
supply.
have been increased. Features of the new fee
structure include; a landholding fee, outlet
fees, a reduced delivery entitlement fee and
a tiered water usage fee.
• High security allocations in the NSW Murray
Valley increase to 97 percent of entitlement,
including stock and domestic and town water
supply licences.

July
• NSW Office of Water (NOW) announces
commencing allocations for NSW Murray
water users for the 2010/11 water year of
zero percent. Both high security and general
security licence holders started the water
season with full access to carryover. Town
water supply and local water utility licence
holders start on 50 percent of entitlement.
• Murray Irrigation launches its 2014
Strategic Plan.
• MDBA announces a delay in the release
of the Murray-Darling Basin Plan and state
that a ‘plain English guide’ is due for release
in early August.
• Murray Irrigation announces the conclusion
of its shareholding in AWMA Pty Ltd.
• Channel filling starts at both Mulwala
and Wakool Canals.
• On 21 July, NOW announces a starting
allocation of 10 percent of entitlement for
high security licence holders in the NSW
Murray Valley. General security remains on
zero percent.

August
• NOW announces an increase in high security
allocation to 40 percent.
• NOW increases high security allocations
to 70 percent of entitlement.
• Murray Irrigation releases its 2010/11
Operating Plan.
• Murray Irrigation releases its 2010/11 Pricing
Schedule which will apply from 1 July to 31
December 2010.
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November

• MDBA announces its Guide to the Proposed
Basin Plan will be publicly released on Friday
8 October.

• Class C general security allocation increases
to 60 percent.

• Class C general security allocation increases
to 36 percent.

• Hume Dam is at 99 percent, the first time
since 2000.

October
• MDBA releases its Guide to the Proposed
Murray-Darling Basin Plan which proposes a
reduction in agricultural water use of between
3,000GL and 4,000GL across the MurrayDarling Basin, potentially imposing devastating
impacts on farmers, rural communities, food
security and the Australian economy.

• Murray Irrigation holds its annual general
meeting on Thursday 17 November at the
Deniliquin RSL Club.
• Class C general security allocation increases
to 64 percent.
• Stewart Ellis is re-elected as chairman
of the National Irrigators’ Council (NIC).

December

• The Guide to the Proposed Murray-Darling
• Murray Irrigation reports the funding
Basin Plan proposes an effective reduction
agreement with the Australian Government
of up to 50 percent of Murray Irrigation’s
(Department of Sustainability, Environment,
historic water use, when combined with water
Water, Population and Communities) for
already recovered for the environment. Murray
Round 1 of the $300m On-Farm Irrigation
Irrigation fights back and says the dramatic
Efficiency Program was signed by both
cuts proposed to water availability would bring
parties. All projects submitted by Murray
about the demise of irrigation communities,
Irrigation in the Stage 2 application were
causing job losses, forcing people from family
approved. The Australian Government
farms, and prompting a rapid decline of local
investment of $30.8m will be provided to
communities.
fund and administer 141 individual projects.
• Murray Irrigation encourages all staff and
These projects are expected to generate
customers to attend one of two community
18,380ML in water savings.
information sessions conducted by the Murray•
Full
allocation (100 percent) is announced
Darling Basin Authority in Deniliquin to discuss
C general security. Town water
for
Class
the Guide to the Proposed Basin Plan.
supply and high security allocations also
• Both community information sessions were
increase to 100 percent.
attended by over 2,000 people and were met
with a united opposition to the Guide to the
Proposed Basin Plan.
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2011
April
• Murray Irrigation’s Board of Directors increase
water efficiency allocations to 16 percent of
permanent delivery entitlements held.
• Trade in carryover capacity facility is launched
for Murray Irrigation customers.

May
• Major offtakes at both the Mulwala
and Wakool Canal close for end of season
water supply arrangements.
• NOW confirms arrangements for the
recommencement of the Murray Lower
Darling Water sharing plan from 1 July 2011.
• MDBA CEO Rob Freeman resigns.
• NOW announces that the water availability
outlook for next season is the most promising
in over a decade.

January
• House of Representatives Standing
Committee on Regional Australia (the
Windsor Inquiry) tours Murray Irrigation and
its area of operations as part of its inquiry into
the impact of the Murray-Darling Basin Plan
on regional Australia. The committee holds
a public meeting in Deniliquin where Murray
Irrigation makes a submission to the inquiry.

• Senator Barnaby Joyce instigates a senate
inquiry into the Water Act 2007 (Cth) and its
capacity to deliver a Murray-Darling Basin
Plan that balances social, economic and
environmental factors.

• Craig Knowles is appointed as chairman
of the Murray-Darling Basin Authority.
• IPART releases its final determination
for the NSW Office of Water (NOW) charges.
The determination is for three years.
Over three years this determination will
result in payments to NOW increasing
by 19 percent.
• Murray Irrigation introduces a five percent
water credit incentive to customers for any
water used through meters that comply
with the Australian Standard.

• Murray Irrigation welcomes the tabling
in Parliament of the Standing Committee
on regional Australia’s report on the impacts
of the Murray-Darling Basin Plan.
The report’s recommendations outlined
a ‘sensible approach’ to deliver a balanced
Murray Irrigation’s Board of Directors increase
Basin Plan.
the water efficiency allocation to 10 percent
• As a result of the 2010/11 irrigation season,
of permanent delivery entitlements held.
Murray Irrigation delivers the following results:
93GL annual net out temporary transfers
(of which 85GL was environmental water);
400GL delivered on farm; with 700GL
remaining on-farm. The 400GL of on-farm
Murray Irrigation director Kel Baxter joins
usage came from 298GL of on-allocation
MDBA chairman Craig Knowles’ ‘stress
usage and 102GL of off-allocation usage.
testing group’.
• Murray Irrigation Board of Directors approves
Murray Irrigation’s Board of Directors increases
Fees and Prices for 2011/12, effective from
the water efficiency allocation to 14 percent of
1 July 2011.
permanent delivery entitlements held.
• Murray Irrigation reports an exceptional,
Murray Irrigation presents a submission
high water delivery efficiency in 2010/11.
to the Legal and Constitutional Affairs
Using the National Water Commission’s
References Committee (the Joyce Inquiry)
methodology, the total water delivery
into its Inquiry on the provisions of the
efficiency for 2010/11 was 91 percent.
Water Act 2007 (Cth).

• Regional Australia Committee chairman
Tony Windsor announces interim findings
to the inquiry into the proposed MurrayDarling Basin Plan.
•

• Murray Irrigation launches its Outlet and
Meter Strategy that intends to target the
replacement of the majority of Dethridge
wheels over the next decade.

February

June

March

•

•

•

• MDBA chairman Craig Knowles visits
Deniliquin as part of his ‘Listening Tour’
of Murray-Darling Basin communities.
• State Water CEO and former Murray Irrigation
General Manager George Warne resigns.
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Chairman’s
report

The past year has been one of extremes and
has presented many challenges for the company,
both good and bad.

We went from the worst drought in 100 years
to above average rainfall and 100 percent
water allocations within 12 months. The change
brought enormous relief to the company and
its shareholders and allowed an almost full
irrigation program to be undertaken for the first
time in years.
Following the rain came the release of the
Guide to the Proposed Murray-Darling Basin
Plan in October 2010 which called for savage
cuts of up to 4,000GL to productive water
use. Combined with water already recovered
by various governments for the environment,
these cuts would effectively mean a reduction
of up to 50 percent of Murray Irrigation’s
historic water use.
Not surprisingly, the release of the guide was
a ‘flash point’ that saw communities from
around the basin join together in opposition to
the plan. If implemented, the guide’s proposals
would have devastating impacts on rural
communities, food security and the economy
with irrigation dependent communities like
ours the most vulnerable.
What the guide did do, however, was highlight
that the Basin Plan is not just an irrigation
issue. It is about people and their communities.
Around two million people live and work in the
basin across a range of industries. From family
farms to value adding processing plants, the
basin, and its water for irrigation, plays a vital
role in the capacity of Australia to feed and
clothe itself and the world.
The community response to the guide’s
release could not have been achieved without
the efforts of National Irrigators’ Council and
NSW Irrigators’ Council and the commitment
of the irrigation industry to a united response.

4
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The messages we delivered to politicians
and the Murray-Darling Basin Authority were
that the guide was fundamentally flawed,
undeliverable and, if implemented, would
have devastating consequences for the
region. We continue to call for a new
approach; one which recognises that ‘just
add water’ will not do enough to address
environmental concerns and infrastructure
investment and local engagement is required
to achieve balanced outcomes.
Regionally, the Murray Group of Concerned
Communities chaired by local irrigator and
businessman Bruce Simpson worked to
generate an understanding of the potential
implications of a Basin Plan on everyone in the
local community. The group was highly critical
of the guide and continue to communicate
to government the potential ramifications of
what it proposes on the entire community –
job losses and community devastation.
Since the release of the guide, major
personnel changes have occurred within
the authority including the appointment
of former NSW Minister, Craig Knowles,
as Chairman and a new Chief Executive
Officer, Dr Rhondda Dickson.
One of the first things Craig Knowles did
on appointment to the chairman’s role was
to set up two committees to help guide the
preparation of the draft Basin Plan. I am
pleased that Murray Irrigation Director, Kel
Baxter agreed to join what Mr Knowles refers
to as his ‘stress testing’ group. This has
involved a huge personal commitment from
Kel who took the opportunity to provide an
irrigator’s perspective into the development
of the Basin Plan.

“We went from the worst drought in 100 years
to above average rainfall and 100 percent water
allocations within 12 months. The change
brought enormous relief to the company and
its shareholders and allowed an almost full
irrigation program to be undertaken for the first
time in years.”

The government also called on the authority
to conduct a review of the social and
economic impacts of the guide which has
now been completed and shows that our
concerns about the significant impact the
proposals would have had on our community
were justified. There have also been two
Commonwealth Parliamentary inquiries,
including the ‘Windsor Inquiry’ that looked into
the Basin Plan and a senate inquiry into the
provisions of the Water Act 2007 (Cth).
Murray Irrigation remains of the view that the
Water Act 2007 (Cth) is fundamentally flawed
and puts the environment ahead of people.
We believe that politicians should be seeking
a bipartisan solution to stop the turmoil
that has been created by the release of the
guide to the Basin Plan. The Commonwealth
Government needs to properly engage with
the states and the people who live in the basin
about such large scale future policy changes.
Murray Irrigation is preparing for the release
of the draft Basin Plan and working with
National Irrigators’ Council, NSW Irrigators’
Council and the Murray Group of Concerned
Communities to lobby for a balanced,
deliverable and equitable outcome.
We are also continuing to pursue with the
government a resolution to the outstanding
taxation liability issue. Progress is slow but
we will keep shareholders informed as new
information comes to hand.
In July 2010 Murray Irrigation released
its 2014 Strategic Plan, this document
forms the foundation of the board’s direction
from 2010 – 2014. The strategic plan was
developed over 12 months and I believe is
a sound foundation for guiding our decisions
and activities, it is also the basis of our
performance reporting.

The 2014 Strategic Plan empowers Murray
Irrigation to proactively address the impact
of the government’s Water for the Future
Program and the imminent Basin Plan
on the company and its shareholders.
Key important initiatives finalised this year,
which are directly linked to our strategic plan,
were a revised Fees and Prices Policy and
finalisation of Murray Irrigation’s Outlet and
Meter Strategy. These two initiatives will be
crucial to ensuring our customers provide
Murray Irrigation with feedback about their
intended use of our infrastructure and will be
important to avoiding over capitalisation of our
system, whilst also providing opportunities to
improve our service to customers.
I thank my fellow directors for their dedication
to Murray Irrigation’s success and the
realisation of our vision to be a leader in
the delivery of irrigation water, water-related
products and services.
In particular I thank our two retiring directors
Kel Baxter and Michael Humphris.
Kel was pivotal in the formation of Murray
Irrigation in 1995 as both a member and
chairman of the advisory board established by
the NSW Government in 1987. On privatisation,
Kel became inaugural chairman of Murray
Irrigation and has been a director ever since.
He stepped down as chairman in late 1995.
Kel’s leadership and vision at the time
of establishment and the structures set in
place then and refined over the last 16 years
provides the company and its shareholders
with a sound foundation to succeed in the
future. Kel will retire as a director at the
November 2011 annual general meeting,
ending his 24 year participation in Murray
Irrigation’s success. My personal thanks
are extended to Kel for his vision.

External director Michael Humphris has
also announced his retirement, ending his
four year term. Michael has chosen not to
seek re-appointment for another term for
health reasons. Michael has made a valuable
contribution to the company and his expertise
and guidance in financial management and
his pragmatic approach are respected and
appreciated by the board.
I congratulate Anthony Couroupis and his
team on their leadership over the last
12 months, their dedication to improving
Murray Irrigation’s performance and
controlling costs. My congratulations extend
to all staff who have collectively contributed
to our outstanding delivery efficiency, sound
financial performance, and many other
positive achievements in the last 12 months.
Whilst the Basin Plan continues to loom
as a threat to the company, shareholders
and our community, I am confident your
board and management have a sound plan
in place to respond to it and manage the
consequences so that we can ensure a viable
future for the company and its shareholders.
I look forward to 2011/12 being a successful
and rewarding irrigation season for our
shareholders and the company.

Stewart Ellis
Chairman
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General
manager’s
report
The past 12 months again posed an array of significant
challenges to Murray Irrigation’s staff and customers
alike – thankfully most of them this year related to too
much water, rather than too little.

In a startling reminder of just how fast water
availability can change within and between
seasons, Murray Irrigation’s planning and
operations, all within the space of six months,
oscillated between preparing for a season
of limited irrigation deliveries, to our biggest
in over five years, back to limited deliveries.
This all took place as ‘excess’ local rainfall
substantially quelled irrigation demand,
despite significant in-catchment rainfall
providing full allocations.

This ‘future with less water’ became all too
obvious upon the release of the ‘Guide to
the Proposed Murray-Darling Basin Plan’ in
October 2010. The full extent of the proposed
cuts to water availability (over 50 percent for
Murray Irrigation) and its impact on Murray
Irrigation and its customers alike suddenly
came into full view. Whilst the subsequent
‘death’ of the guide and its content is well
documented, its intent and that of both
the Water Act and the Basin Plan are now
obvious for all to see. Murray Irrigation shall
remain resolute in its arguments against
such significant cuts to water availability on
behalf of its shareholders, customers and the
communities which we all support and rely.

All the while, your board of directors and its
management team focused on delivering
against the 2014 Strategic Plan, released over
12 months ago. The strategic plan provides
a blueprint for the future of all aspects of
Murray Irrigation’s business, as we position
The return to more ‘normal’ water availability
ourselves for ‘a future with less water’.
and the extremely wet local conditions had
I again commend the strategic plan to Murray
many manifestations and impacts this season,
Irrigation staff, shareholders and customers
highlighted by:
alike as we plan for mutually interdependent
• 100 percent general security allocations
future success.
(for the first time since the 2001/02 irrigation
season);
• Hume Dam spilling;
• The availability of supplementary water and,
subsequently, internal off-allocation during
the season;
• The payback of two outstanding debts –
being the Barmah Millewa environmental
account and Snowy Borrows (from over five
irrigation seasons ago);
• Murray-Darling storages finishing the
irrigation season at their highest levels
in ten years; and
• Customer carryover out of the 2011 irrigation
season exceeding an unprecedented 63
percent of general security entitlements.

6

Murray Irrigation Limited Annual Report 2011

“Despite the difficult local
conditions, we not only achieved
our water deliveries target, we did
so at a record high efficiency.”

Throughout the season though, all staff were
focused on delivering as good a customer
experience as we could in the circumstance.
Despite the difficult local conditions, we not
only achieved our water deliveries target, we
did so at a record high efficiency. A summary
of our water delivery performance shows 97
percent of orders were delivered as ordered,
and 100 percent were delivered within four
days of the orders’ placement. Our total
delivery efficiency exceeded 90 percent, as
our combination of infrastructure, planning
and people came together to deliver an
outstanding achievement.
It was against this backdrop that the board
was able to subsequently declare total water
efficiency allocations of over 180GL . Whilst
the value of this water is significantly less than
last year (down to $3.3m from $17.1m), the
volume made available in this way represents
a 195 percent increase (up from 91,235ML).
The rain events and refilling storages had a
combined effect on the company’s finances.
Resources were increased to deliver higher
allocations, yet local rainfall resulted in water
orders falling below budget. Maintenance
activities were increased to ready the system
for flow capacity, following years of a lower
‘drought mode’ of only essential maintenance.
Once abnormal and significant one-off items
are removed from the total comprehensive
income result, the company’s core
performance was a loss of $1 million or
two percent of total turnover.

The 2014 Strategic Plan was implemented
primarily by the new Fees and Prices Policy
and the new Outlet and Meter Strategy.
The new Fees and Prices Policy took
effect from 1 January 2011, after over
12 months of investigation by the board.
The Outlet and Meter Strategy had a similarly
long development period, and it too was
launched in January 2011. Both deliver on
key objectives of the strategic plan – service
delivery improvement, cost reductions, and
all the while maintaining the company’s long
term financial viability.
The strategic plan also laid the foundations
for the development of the company’s
application to the Commonwealth Government
for funding to invest in infrastructure
investment based water savings. The outcome
of our application shall not be known until
later in 2011, but I am confident that we
have submitted a quality application that,
if successful, shall contribute strongly to
the strategic plan’s various objectives.
Our shareholders and customers and
their on-farm investments and water usage
intentions remain a focus for Murray Irrigation.
Of particular note was our successful
announcement as a project delivery partner
for the Commonwealth Government’s
‘On-Farm Irrigation Efficiency Program’.
Our successful round one bid shall see Murray
Irrigation project manage the delivery of over
$30m of government investment in on-farm
irrigation efficiency capital works.

Southern Riverina Irrigators’ and the various
landholder associations and irrigators’
councils again offered good feedback on the
company’s strategies, policies, operations and
priorities over the course of the year. It is this
constructive feedback, on behalf of all Murray
Irrigation shareholders and customers who
assisted Murray Irrigation deliver the positive
results it has for the year in review. I look
forward to continuing and enhancing these
ties over the next 12 months.
My personal thanks again go to the board
of directors and particularly chairman Stewart
Ellis, for their respective guidance, support
and encouragement through the year.
Similarly, I wish to acknowledge the Executive
Management Team and all Murray Irrigation
staff for their dedication and respective
contributions to Murray Irrigation’s success
over the past year.

Anthony Couroupis
General Manager
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At a glance
122

Delivery efficiency
Over 80 percent

Unlisted public company

Area of operations
748,000ha

Drainage catchment
249,000ha

Head office
Deniliquin

Regional population
33,000

Drainage system
1,425km gravity-fed earthen channels

Infrastructure replacement value
Over $800m

25,000ha

Corporate structure
Established 1995
(formerly government owned)

Regional offices
Finley & Wakool
Water access licences
NSW Murray Regulated River
1,102,903 units general security
300,000 units conveyance
121,704 units supplementary water

Landholdings supplied
2,399

Staff

Gross value agriculture production
$400m (farm gate)
Supply system
2,954km gravity-fed earthen channels
Five year average water use on farm
177GL (29 –400GL)

Sub-surface drainage catchment
Sub-surface drainage system
115km pipes, 54 pumps, 2,100ha
evaporation basins
Supply points
3,718 Dethridge wheels
1,417 pipe outlets

Accredited escapes
Capacity 3,430ML /day (5 escapes)

Management
structure

Anthony Couroupis
General Manager
Assistant Company Secretary
B.Ec.(Hons), Grad.Dip.CSP

Jennifer McLeod
Executive Manager
Policy and Stakeholders
B.Ag.Sc.(Hons), MA Org.Comm.
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Geoff Cutter
Executive Manager
Corporate Services
Company Secretary
B.Ec., MBA, FCPA, MAICD
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David Clarke
Executive Manager
Water Management
B.Eng.(Civil)(Hons)

Nick Ritchie
Executive Manager
Infrastructure Services
B.Eng.(Civil), MIE Aust.

Company
profile

Murray Irrigation is
Australia’s largest private
irrigation company,
formed in 1995 as an
unlisted public company.
The company is based in southern NSW, and
its shareholders are the irrigator-customers
who own the landholdings the company
supplies water to. This represents 1,500 family
farm businesses who own approximately
2,400 landholdings within our area of
operations, covering 748,000 hectares.
Our vision is to be a leader in the delivery
of irrigation water and water related products
and services.
Our mission is to meet the needs of customers
by delivering high quality irrigation water and
water related products and services through
developing an organisational culture of
efficiency, innovation and customer service.

Company
structure
Board of directors
Murray Irrigation presently has eight
directors – six shareholder directors and
two non-shareholder directors. The board
of directors develops and oversees the
implementation of the company’s strategic
direction.
Shareholder directors are elected for
a four-year term. Non-shareholder directors
are nominated by the shareholder directors
according to their specialist expertise,
and their appointment is endorsed by
shareholders.

Organisational
structure
There are four divisions
of the company:
Water management
This division delivers water for irrigation to
landholdings across our 748,000Ha area
of operations and the townships of Berrigan,
Finley, Wakool and Bunnaloo. This is in addition
to deliveries used to assist with the operation
of the River Murray system, redirecting flows
around the Barmah-Millewa Choke.
The water management division also carries
out maintenance works on the irrigation and
drainage systems and associated infrastructure,
including programmed works, reactive
maintenance and minor construction work.
Additional responsibilities in this division
include the operation and maintenance
of the company’s groundwater pumping
scheme the Wakool Tullakool Sub-Surface
Drainage Scheme and monitoring and
ensuring compliance with the company’s
various licences and policies.

Infrastructure services
This division is responsible for the lifetime
management of the company’s irrigation
and drainage assets. This includes 2,954km
of supply channels, 1,425km of stormwater
escapes and more than 20,000 structures,
with a replacement value of more than $800m.
Activities include development of construction
standards, preparation of designs for asset
refurbishment, modernisation planning, subsystem retirement, construction supervision
and Supervisory Control and Data Acquisition
(SCADA) operations.
Corporate services
This division incorporates the departments
of finance, resources, administration, and is
responsible for overseeing the company’s
finances and investments, managing company
property, human resource activities, informing
and implementing its corporate governance
framework, the company’s registers, and other
administrative aspects of the business. These
include fleet management, stores, contract
management, reception, records, information
technology and the water exchange.
MILCast is a trading entity of Murray Irrigation
specialising in precast concrete products also
governed by the Corporate Services division.

Policy and stakeholders
This division co-ordinates customer and
stakeholder engagement in Murray Irrigation
activities, and is actively involved in state and
national water policy development, in addition
to informing the development of company
policy. This division also develops and
implements natural resource management
initiatives in conjunction with stakeholders.
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Key financial and
service performance
reporting
Key result area for 2010/11

Deliverables

2010/11 Outcomes

01 Water availability, usage and efficiency
End-of-season losses maintained
or improved to be below historic average

Loss target for 400GL on farm deliveries 170GL

Actual losses 99GL

Non-accredited escape flows

Less than or equal to 4% of net diversions

Actual flows 1.2%

Total water delivered on-farm compared
to ordered

100%

97%

Customer orders delivered

100% within 4 days of order

100%

Total delivery efficiency

Equal to or greater than 80%

91%

On-farm delivery efficiency

Equal to or greater than 70%

80%

Gross value and volume of efficiency
allocations

Maximise efficiency allocations while
preserving our obligations for supply

180GL valued at $3.3m

Talking Water (including water updates)
Chairman’s report

92 Talking Water
12 Chairman’s report

Outlet and Meter Strategy

Strategy finalised

62 outlet rationalisations

Sub-system retirement

Methodology finalised

20km signed /in progress

02 Customers
Effective communication

03 Infrastructure

90km of proposals included in PIIOP
application

04 Financial performance
Operating result

Break-even

$1.01m loss after all abnormal

Costs are more variable

30% of costs variable

30.1%

Working capital
(current assets /current liabilities)

Positive (ratio exceeds 1)

1.21

Asset replenishment
(capital expenditure /depreciation)

Positive (ratio exceeds 1)

0.55

Corporate debt

$0

$0

All financial returns positive/surplus

All financial returns positive /surplus

Operational income /full-time labour was

$362K/FTE

05 Ancillary activities
Ancillary activities are positive in their returns
(financial or non-financial, as appropriate)

06 People and governance
Productivity improvement from prior year
(revenue per full-time equivalent staff)

$115K / FTE

Productivity through retention

Unplanned labour turnover = 0

Productivity through attendance

Absenteeism (sick leave) less than 1%

1.6%

Safe work methods

Lost time injuries = 0

5 injuries

Annual report to shareholders

Unqualified audit opinion

Unqualified audit opinion achieved
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01

Water
availability,
usage and
efficiency

“We will seek every additional water supply opportunity,
create strong commercial incentives for water demand,
and maximise both the volume of water available
to our customers and the efficiency of every megalitre
we source and deliver.”
Over the past 12 months, Murray Irrigation
achieved an outstanding total water delivery
efficiency of 91 percent.
2011 saw the first year of high water
availability since 2005/06 with allocations
reaching 100 percent. Despite the high water
availability, usage on-farm remained relatively
low as a result of rainfall reducing the need
to irrigate (400GL on-farm).

This was reflected in a record high carryover

2010/11 to this season with Murray Irrigation
customers carrying over 696GL . In contrast
to 2010/11, being an extremely unpredictable

season, Murray Irrigation is in a strong
position to begin a favourable start to the
new water season.

The transformation of seasons from many
years of continuous drought to above average
rainfall proved to be both a challenge and an
opportunity for Murray Irrigation.
As some customers were not reliant
on irrigation water this season, this provided
the opportunity for Murray Irrigation to steer
its focus to other projects. This included
an accelerated channel maintenance
program in preparation for a large 2011/12
irrigation program.
Murray Irrigation continues to explore
other opportunities in water management
including the option of increasing its
number of accredited escapes to assist
with river operations and/or the delivery
of environmental water.
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Water
availability,
usage and
efficiency

Improving total
Water delivery
Irrigation prides itself on delivering
delivery efficiency Murray
a high proportion of its water orders within
Murray Irrigation was able to achieve its goal
of improving its total delivery efficiency
(91 percent) this year by implementing a
number of key elements of its strategy, as
outlined in the 2010/11 Annual Operating Plan.
This included the delivery of a record high
volume of water (550GL) out accredited
escapes to assist with river operations and/or
environmental water deliveries.
By delaying the filling of smaller channels at
the start of the season, Murray Irrigation was
able to reduce its transmission and seepage
losses. Losses were also reduced during the
season by operating channels not in use below
full supply level.
Actual delivery losses of 99GL were well
below the target of 170GL , associated with
400GL in on-farm deliveries.

14

the standard four-day service. Over 12,000
water orders were processed and delivered
during 2010/11. Of these water orders, over
93 percent were delivered in less than the
standard four-day advance order, and 100
percent were delivered in four days.

Water efficiency
allocations
Murray Irrigation’s Board of Directors
continues to deliver water efficiency
allocations for its customers.
These water efficiency allocations are
calculated based on permanent delivery
entitlements held (not water entitlements)
and are issued to all landholders except town
water supplies.
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This year Murray Irrigation provided 180GL
in water efficiency allocations valued at about
$3.3 million.
This compares with 91GL of water efficiency
allocations for 2009/10 valued at $17 million.
The 2011 value of water efficiency allocations
is considerably less because of lower annual
water market prices.
Importantly, Murray Irrigation did not undermine
its ability to have sufficient conveyance
water to support the delivery of a record high
carryover in season 2011/12. Where possible,
Murray Irrigation announces water efficiency
allocations to customers as early as possible
in the season to maximise the benefit and
value of this water to customers.

01
Murray-Darling
Basin Plan

In October 2010, MDBA released its Guide
to the Proposed Murray-Darling Basin Plan
which caused a significant uproar in regional
communities.

Murray Irrigation has worked tirelessly to
achieve a more ‘balanced’ plan incorporating
outcomes for social, economic and
environmental purposes.

Murray Irrigation’s goal is to minimise the
impact of the Murray-Darling Basin Plan
on the company and its shareholders,
customers and communities. The company
has a comprehensive approach to informing
governments and maximising opportunities
to influence the final Basin Plan and the
decisions of governments.

The guide proposed a reduction in agricultural
water use of up to 4,000GL across the MurrayDarling Basin, posing potentially devastating
impacts on irrigators and farmers, rural
communities, food security and the Australian
economy. The guide represents a reduction of
up to 50 percent of Murray Irrigation’s historic
water use, when combined with water already
recovered for the environment.

The Policy and Stakeholders team has also
facilitated a number of political delegations to
Murray Irrigation and its area of operations to
both educate and promote greater awareness
of the failings of the guide and the impacts of
water withdrawal on our business and regional
community.

2011 has seen much uncertainty and angst
over the Murray-Darling Basin Authority’s
(MDBA) highly anticipated Murray-Darling
Basin Plan.

After much opposition to the guide, the
MDBA has gone back to the drawing board
under new chairman Craig Knowles with the
release of the draft Murray-Darling Basin
Plan expected later this year.

Murray Irrigation has been able to influence
the collective efforts of political strategies
and other organisations, to work together to
communicate clear messages to government
and the wider community about the
importance of balance in the Murray-Darling
Basin Plan.
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02

Customers

“ We will understand and meet our customers’ needs.”

Improving
customer
communication
Murray Irrigation is acutely aware of the
importance of providing our customers with
timely and relevant information about water
and operational issues. We also understand
that, primarily as a result of changing
government policy, the ‘water’ issues facing
our customers are increasingly complex.
One of the objectives of Murray Irrigation’s
2014 Strategic Plan is to improve
communication and focus on customer
service in our daily operations.

In 2011 Murray Irrigation continued
to provide its customers with a range of
communication services including Talking
Water, the Chairman’s report, Murray
Irrigation’s website, the ‘On The Land’ weekly
radio program, allocation and off allocation
announcements, water updates, media
releases and an SMS service.
In 2011 Murray Irrigation also utilised local
radio and newspaper advertising, key
stakeholder breakfasts and customer
workshops to increase the diversity of ways
our customers and shareholders can access
information about our operations and initiatives.

We continue to refine how we efficiently
service our customer enquiries. Customers
can expect, as strategic plan initiatives are
rolled out, more opportunities for discussion
with Murray Irrigation about service and
improvements in information that is available.
The foundation to improving Murray
Irrigation’s customer communications and
service is to understand their preferences and
access to technology as well as reviewing the
effectiveness of current communication tools.

Murray Irrigation’s frontline reception staff has
this year become better informed about water
ordering processes and is now the first point
of contact for customers needing to discuss
their irrigation or business requirements.
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Customers

Customer
analysis
Understanding our customer base is
also fundamental to meeting their needs
and evaluating the impacts of changes
to policy by either us or governments.
In 2010/11 Murray Irrigation completed
a desk top analysis of our customer base
as well as a water use intentions survey
of irrigation customers.
This work showed that Murray Irrigation’s
customer base includes 1,224 irrigation
businesses and 246 customers that are
considered domestic only customers who
have an annual water use of less than
2ML each.

18

The water use intentions survey informed
adjustment to Murray Irrigation’s forecast
water delivery volumes.
This survey was also used to collect
information about customer intentions if the
guide to the proposed Murray-Darling Basin
Plan was implemented. Customer responses
were used in Murray Irrigation’s submissions
to the guide.
The survey found the number of farmers
planning to continue farming in three years’
time dropped from 81 percent under current
circumstances to 29 percent if the guide were
implemented. Customers concerns centred
on the viability of Murray Irrigation, their future
access to the irrigation network and the future
cost of water supply.
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Introducing
a new Fees and
Prices Policy
Murray Irrigation launched a new Fees
and Prices Policy this year. To develop this
policy, customer feedback was sought
through written submissions and customer
meetings. The results of this consultation
were incorporated into the final version that
became effective from 1 January 2011.
Accompanying these changes was the
introduction of account consolidation and the
application of the casual usage fee for the
first time, both designed to assist customers
respond to the new fees and prices.

02
Murray Irrigation’s
relationship
with Southern
Riverina Irrigators’
and Landholder
Associations

Murray Irrigation has a strong relationship
with Southern Riverina Irrigators’ and looks
to this organisation to provide the company
with constructive feedback and advice about
customer service issues as well as input
when company policies are reviewed.
Landholder Associations encouraged Murray
Irrigation to develop a commercial product
that enhanced individual carryover capacity.
The result of this was the launch in early May
of the trade in carryover capacity product.

A key challenge when developing this new
product was to avoid impacts on other
customers. The introduced product achieves
this; however, with high water availability
and 100 percent carryover available, there
was no demand in 2010/11. The investment
in changes to the ‘exchange’ will be used to
introduce a trading platform on the ‘exchange’
for delivery entitlements in 2011.
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03

Infrastructure

“We will provide infrastructure that meets our service
delivery requirements.”

Murray Irrigation’s 2014 Strategic Plan set
some ambitious goals for the infrastructure
services division which included the planning
and delivery of projects such as the Outlet
and Meter Strategy, Sub-System Retirement
and plans to expand Murray Irrigations’ remote
control and automated infrastructure.
Murray Irrigation has spent over $3 million
on infrastructure in the past 12 months with
a vision to improve water delivery efficiency
and plan for the future.
During 2011, the Infrastructure Services
Division undertook a review of the Aljoe’s
Syphon incorporating an extensive
engineering audit of its condition. The results
were impressive, concluding that the 70
year-old piece of infrastructure is still in very
good condition and is expected to exceed its
expected life of 120 years.

The new Outlet and Meter Strategy proposes
a number of initiatives to landholders
including: funded targeted meter upgrades;
a reduction of metering points as part of the
upgrade; and customer incentives to assist
the achievements of these goals.
The Outlet and Meter Strategy also aims
to provide different daily demand ranging
from stock and domestic flow requirements
(<1ML /d) to high flow irrigation requirements
of up to 30ML /d, depending on customers’
requirements.
To date, Murray Irrigation has conducted 120
landholding assessments with around 35
requests for immediate decommissioning of
unused outlets or channels in the distribution
system. Outlet reductions are currently
tracking at 36 percent, against a target of
30 percent (not inclusive of retirement or
reconfiguration outlet reductions).
A more efficient Murray Irrigation system
will result in higher and more consistent flow
rates, and a number of service benefits to
customers including timely delivery of water
and accuracy of metering.

Outlet and
Meter Strategy
In November 2010, Murray Irrigation’s Board
of Directors endorsed a new Outlet and Meter
Strategy with rollout starting in 2011/12.
Murray Irrigation is required to comply with
the NSW Metering Implementation Plan
which will likely result in fewer outlets and
the conversion of the majority of Dethridge
wheels to an improved outlet meter over the
next 10 years.
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Infrastructure

Sub-system
retirement and
reconfiguration

These projects identify over 200km
of channel to be removed from Murray
Irrigation’s system. By implementing these
projects, the strategic goal for Murray
Irrigation is to make its current system
more efficient while saving costs for the
company and therefore its customers.

Through Murray Irrigation’s Private Irrigation
Infrastructure Operators Program (PIIOP)
application, over 80 projects in the Murray
Irrigation area have been identified to
participate in a system reconfiguration
assessment and/or sub-system retirement.

Reconfiguration does not result in a
landholding becoming disconnected from
an irrigation service from Murray Irrigation;
however it will result in changes to the
landholding’s existing access to the irrigation
system in two ways:
The first is by altering connection points
(meter outlets) which results in the closure
of a section of channel or removal of assets,
such as regulators or bridges. The second is
by the transfer of an existing Murray Irrigation
channel to a customer to own, operate
and maintain.

22
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Murray Irrigation is able to endorse a
retirement when its location is on or close
to the perimeter of the irrigation system; or
where a disconnection from irrigation and
conversion of the landholding to dryland
farming will take place; and/or where a
section of channel from the existing irrigation
system has been decommissioned.

03
Remote control
and automated
infrastructure
Murray Irrigation is aiming to expand its
remote control capabilities now and into the
future. This means that channel attendants
will not physically have to be onsite to run an
efficient Murray Irrigation system to deliver
water. In some circumstances, this technology
will allow changes for water deliveries to
occur in less than 24 hours.

A pilot project will be conducted in the
Berriquin area later this year to explore
the upgraded remote control system and
its capabilities.
During 2011, Murray Irrigation investigated
a number of options for upgrading Automated
Water Management Australia (AWMA) gates.
Currently Murray Irrigation is investigating
two levels of service incorporating the existing
gate infrastructure.
The advances in remote control and
automated infrastructure technology will
result in improvements in on-farm water use
efficiency and farming management. It will
also assist in the roll out of new meters onfarm and will reduce overall costs to Murray
Irrigation customers.
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Financial
performance

04

“We will deliver cost effective services that maintain
the company’s viability.”

Key performance indicators:
The following table describes Murray Irrigation’s 2010/11 performance against the Strategic Plan Financial Performance key
performance indicators.

Key performance indicator
Working capital
(current assets /current liabilities)
Operating result (operating income less operating expenditure)
after tax and any abnormal items
Asset replenishment (capital expenditure /depreciation)
Variable costs / total costs

2010/11 Target

2010/11 Actual

≥1

4.791

≥Break even

($1,014,000)

≥1

0.552

20%

30.1% 3

1. $86 million of investments normally included in current assets have longer-term maturity dates. The ratio would otherwise be 1.21
2. Excludes abnormal asset write-offs of $4.8m
3. Comprises bulk water charges, contracts, and fixed-term employment costs
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Financial
performance

Operating result

Figure 01
Key income items

As of June 30, Murray Irrigation recorded
a loss of $1.4m. Income from water sales
was not as high as predicted, as the local
area received a significant amount of rainfall
during the 2010/11 irrigation season.
The net result of income and expenditure
for irrigation operations was a $11.7m loss.
However, various other activities and a credit
made by the Australian Taxation Office
of $8.5m in accrued interest expense was
the substantial reason for the result.

5%
20%
39%
4%
7%

Continuing from 2009/10, an audit was
undertaken to write-off outdated or previously
disposed infrastructure assets. The value of
the assets written off is $4.8m, the result of
which will reduce future depreciation costs.
Figure 01
breaks down Murray Irrigation’s total revenue
for 2010/11 of $42.37m into eight categories.
This figure demonstrates significance of
revenue from fixed and variable fees paid
by customers, it also identifies significant
interest earned from company reserves.
Figure 02
is a break down of Murray Irrigation’s total
expenses of $43.78m for 2010/11 which
shows the relatively even spread of our
expenses between costs associated with
staff, materials and depreciation.

8%

16%

1%
39%

Water charges

7%

AMRR interest

16%

Government charge recovery

4%

MILCast

1%

Termination fees

20%

Tax interest remit

8%

Investment interest

5%

Miscellaneous income

Figure 02
Key expenditure items

2%
3%

8%

18%

11%

22%
21%
15%
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18%

Depreciation

11%

Write-off obsolete assets

22%

Salaries, wages and related

3%

Income tax expense

15%

Water licence (Gov) charges

2%

Interest on tax liabilities

21%

Materials and contract payments

8%

Other expenses
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Becoming
cost variable

Fees and
Prices Policy

As outlined in Murray Irrigation’s 2014
Strategic Plan, one of Murray Irrigation’s
strategic goals is to become more cost
variable.

After the impact of a decade-long drought,
Murray Irrigation’s Board of Directors sought
the company to move to a ‘more varied
and less fixed costs’ approach to its charges.
The board studied the trends in market
value combined with increased allocations,
outlet usage and infrastructure asset life
to introduce a Charges Policy Review, that
resulted in a new Fees and Prices Policy.

Key elements of costs that are variable
in nature are the bulk water purchased
to meet customer orders, use of contractors,
and changed employment practices.
Murray Irrigation has increased its
employment of fixed-term employees;
and usage of local contractors rather than
permanent employment. It has also reduced
its ownership of plant and equipment,
thus reducing fixed costs to the company.

Murray Irrigation implemented a new Fees
and Prices Policy during 2010/11 to achieve
several goals:
• Reflect its more cost variable structure
through its fee structure for customershareholder benefit (operating as a not-forprofit entity)

Twice a year, Murray Irrigation’s Board
of Directors undertakes a full review of its
• Reflect user-pay principles, but with economies
budget, performance, and forecast revenue
of scale passed back to the customer
from water sales. The board has the ability to
reduce, postpone or cease capital works if the • Reflecting fixed costs more appropriately
company is experiencing reduced water sales,
primarily as a result of low water availability.

• Provide price signals on infrastructure
asset usage and availability that provides
for irrigation farms to seek removal of
surplus assets outlets, thus reducing Murray
Irrigation’s future asset replacement costs.
The new policy does not increase revenue
for Murray Irrigation; it only alters the way
income is collected, with different impacts
on customers.
After the finalisation of the new policies,
the Commonwealth Minister for Water
introduced (in December 2010) new rules
under the Water Charge (Infrastructure) Rules
2010 under section 92 of the Water Act
2007 (Cth). These rules will require a further
disclosure of Murray Irrigation’s costs to
support the Fees and Prices schedule. This is
referred to as a ‘Network Service Plan’, to be
developed in 2011/12 and implemented from
1 July 2012.
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05

Ancillary
activities

“We will achieve appropriate returns on our investments
in ancillary activities.”

Murray Irrigation’s key strategic goal for
its ancillary activities is to have existing
and prospective activities that are not directly
related to supplying water but will provide
a financial or otherwise positive benefit to
the company.
As part of its 2014 Strategic Plan, Murray
Irrigation aims to minimise all costs and
reduce fixed costs. This means all functions
and services need to be reviewed to ensure
the least or most effective cost approach
is being taken.
Over the past 12 months, Murray Irrigation’s
Board of Directors has reviewed the
company’s participation in all its ancillary
activities. It was concluded that all activities
were achieving their respective goals either
financial or non-financial.

MILCast
Murray Irrigation’s Finley-based precast
concrete business has turned around from
being operated to sustain a cash positive
position to return to a profitable business.
This has come about by the combined effects
of improved commercial market opportunities,
an improved agricultural market, a change
in team leadership and enhanced customer
relationships.

A number of opportunities have been
identified in the past 12 months which have
become customer projects, and the team at
MILCast have been able to produce, deliver
and variously service those needs. More
modern irrigation techniques and water saving
methods being required by customers are
increasingly being turned into product design
for either frequently-required inventory or
one-off projects.

Long-term manager, Peter Keyte, left the
company during the first half of the year. Tony
Whiley and Sel Corcoran have been appointed
to jointly operate the business unit, managed
within the corporate services division.

Murray Irrigation’s ancillary activities
and results are summarised on page 31.
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Ancillary
activities

On-Farm Irrigation
Efficiency Program
For administrative ease, the Commonwealth
through the Department of Sustainability,
Environment, Water, Population and
Communities has sought organisations
experienced in project management related
to farm and irrigation systems to be delivery
partners for the Commonwealth’s On-Farm
Irrigation Efficiency Program. Funding is
provided from the Water for the Future
Sustainable Rural Water Use and Efficiency
Program. Murray Irrigation’s role as a delivery
partner is to co-ordinate many individual
farm projects. Such projects entail funding
by the Commonwealth for on-farm works
for more efficient irrigation, in return for
water entitlements being transferred to the
Commonwealth Environmental Water Holder.

30

On Thursday 7 July 2011, Minister for Water
Tony Burke announced Murray Irrigation as
an ‘in-principle’ successful delivery partner
for Round 2 of the Commonwealth’s On-Farm
Irrigation Efficiency Project for over $34m
in funds for 184 projects. This added to the
previous round of projects being funded and
administered via Murray Irrigation, to now total
over $60m.
The Commonwealth’s On-Farm Irrigation
Efficiency Projects have seen an increased
investment in on-farm projects and water
savings on irrigated landholdings. These
reductions in water entitlements go towards
the Murray-Darling Basin Plan to contribute
positively to our community’s ability to cope
with less water for irrigation in the future.
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Exchange
development
During the year a new trade service became
available through the exchange, being a facility
to trade in carryover capacity between its
customers. This allowed the trading of carryover
capacity between Murray Irrigation customers’
who also hold delivery entitlements.

05
Summary of ancillary activities:
Activity type

Activity

1 Discrete legal entity
1.1 AWMA Pty Ltd

Convertible Note (AWMA Pty Ltd is purchasing Murray Irrigation’s
50 percent shareholding over an agreed period).

1.2 Riverbank Holdings Pty Ltd

100 percent owned subsidiary for shareholder customer financing

arrangements related to Water Entitlements.

2 Business unit
2.1 MILCast

Discrete profit centre – precast concrete products for commercial
sale and Murray Irrigation’s own infrastructure replacement requirements.

2.2 Water Exchange

Discrete profit centre – trade facility primarily for Murray Irrigation
shareholder customers.

3 Leased assets
3.1 Pacific Hydro

The Drop hydro-electricity generation (annual rental, plus turnover
linked to water volume).

3.2 Ridley Corporation (100 percent owner of Cheetham Salt)

Salt harvest at the Wakool-Tullakool Sub-Surface Drainage Scheme.

4 Shareholder – customer/ interest group activities
4.1 On-Farm Irrigation Efficiency partner, phases:
• Pilot
• Round 1
• Round 2 (in principle)

Discrete cost centre and separate bank account
(Commonwealth funding for project administration).

4.2 Ricegrowers’ Association of Australia

Office space for Murray regional co-ordinator and assistant, for rental.
Annual conference sponsorship.

4.3 Murray Dairy

Office space for Dairy Officer (Finley) for rental.

5 Government activities
5.1 NSW Office for Environment and Heritage (OEH)

Wetland watering delivered for environmental purposes via Murray
Irrigation customer shareholder landholdings. 21 landholdings, 641ML ,
OEH pay usage fees.

5.2 Wakool-Tullakool Sub-Surface Drainage System (WTSSDS)

Government funding received for water table management.

6 Community support
6.1 School swimming programs

Murray Irrigation makes a financial contribution for 1,150 students
totalling over $10,000.

6.2 School grants /donations

Murray Irrigation makes a financial contribution per primary and
secondary school within the Murray Irrigation area of operations.
Support for 19 primary schools and three secondary schools totalling
over $10,000.

6.3 Riverina Livestock Health and Pest Authority

Unmetered pipes supply 22 dams across the Murray Irrigation’s area of
operations, with the Murray Irrigation fees applicable at domestic rates.
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06

People and
governance

“We will provide high quality leadership and governance
and meet the needs of our shareholders and employees.”

Murray Irrigation is continuously striving
to improve its decision making performance
through its directors and staff.
Murray Irrigation Board of Directors
focuses on strategy, policy and governance
of the company.

Murray Irrigation Board of Directors:
Standing from left: Michael Hughes,
Tim McKindlay, Tony Read, Noel Graham
Sitting from left: Michael Humphris,
Kel Baxter, Stewart Ellis (chairman),
Mark Robertson (deputy chairman)

Annual general
meeting

2014 Strategic

Plan

At the annual general meeting held
in November 2010, Murray Irrigation
shareholders approved an annual director
remuneration budget totalling $350,000.

The board of directors uses strategic planning
processes and reporting to ensure the
company remains viable in an uncertain future.
The board has reviewed its 2014 Strategic
Plan following the release of the Guide to the
Proposed Murray-Darling Basin Plan. The
board undertook financial forecasting 10
years past the Strategic Plan (to 2024) which
included consideration of lower water sales as
a result of government policy.
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People and
governance

Policies and
strategic initiatives
In 2011, the board has reviewed or initiated
the following policies and strategic initiatives:
• Initiatives to respond to the proposed
Murray-Darling Basin Plan
• Business modelling ten years beyond
the proposed Basin Plan implementation
• Application for funding under the Private
Irrigation Infrastructure Operators Program
• Sub-system retirements
• Outlet and Meter Strategy development
• Remote control development
• Water efficiency allocations
• Customer surveys on water usage intentions
• Customer service charter
• Trade facility for annual trade in carryover
capacity
• Trade facility for annual trade in delivery
entitlements
• Fees and Prices Policy development
• Financial Instruments Investment Policy review
• Remuneration Policy review
• Motor Vehicle Usage Policy review

Long service
During the year, the following employees
were recognised for service:
Brett Beattie – 25 years
Lorene Mercer – 25 years
Penny Sloane – 15 years
Scott Barlow – 15 years

Reducing
unplanned
staff turnover
A growing number of new Murray Irrigation
employees have been offered fixed term
contracts, after the board sought to achieve
its goal for implementing a more variable
cost structure. This also adds to security
for current permanent employees.
The board has also implemented new
employment contracts for all Murray Irrigation
employees. These contracts are benchmarked
against similar jobs across the Australian
labour market to remain competitive,
performance and service based, rather than
focus on hours worked.
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Reducing lost
time injuries
As employer, the board is determined to
operate the company with a target of zero
injuries. The nature of operations often
involves hazards including significant time
in vehicles on public and private roads
involving poor track conditions, water and
mud and major plant operation sometimes
in remote locations for sole employees.
Safe Work Method Statements have been
developed in conjunction with employees
performing roles assessed with some risks,
and appropriate equipment and personal
protective clothing is provided. Unfortunately,
five injuries occurred during the year.

06
Opportunities
for productivity
improvements
During the year, a new remuneration
policy was implemented and took the form
of individual employment contracts being
offered to all permanent and fixed-term
employees. The key philosophical change
was from remunerating for time spent
to service and performance outcomes.

Staffing summary at 30 June 2011
Permanent

Fixed-term

Casual

Board of directors

Function

0

8

0

Total
8

Company services

91

17

5

113

Company sub-total

91

25

5

121

Ancillary – MILCast

1

5

2

8

Ancillary – On-Farm
Irrigation Efficiency

1

3

0

4

Ancillary sub-total

2

8

2

12

93

33

7

133 (115.1 FTE)1

1 Full-time equivalent
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Directors’
report and
financial
statements
2010/11
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Directors’
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Your directors present their report together with the
accounts of the company for the financial year 1 July
2010 to 30 June 2011 and the auditor’s report thereon.

Directors
The following people were directors of the
company during the 2010/11 financial year
and up to the date of this report:
K.S. Baxter
S.G. Ellis
N.G. Graham
M.L. Hughes
M. Humphris
T.W. McKindlay
A.L. Read
D.M. Robertson
Directors’ qualifications and experience
are as follows:

Mr Stewart Ellis
MAICD
Chairman
Mr Stewart Ellis is from the Wakool Irrigation
District and has been a shareholder director
since the company’s formation in 1995.
Previously, Mr Ellis was a member of the
Advisory Board to the State Government
from 1987 in relation to the Murray Irrigation
operations. He was re-elected to the board
in 2009 and was first elected chairman in
December 2005. He represents Murray
Irrigation as chairman of the Snowy Hydro
Consultative Committee, delegate to the
NSW Irrigators’ Council, and delegate to (and
elected chairman of) the National Irrigators’
Council. Stewart is also a Member of the
Australian Institute of Company Directors.
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Mr Mark Robertson
Deputy Chairman
Mr Mark Robertson is from the East Berriquin
Irrigation District and has been a shareholder
director since April 2009. He has been a
director of the Ricegrowers’ Limited (trading
as Sunrice) Board of Directors since 1996 and
the deputy chair since 2001, and also holds
director portfolios on international subsidiaries
in Papua New Guinea, the Solomon Islands
and the United States of America.

Mr Kelvin Baxter
MAICD

Mr Noel Graham
FAICD

Mr Michael Hughes
GAICD

Mr Kelvin Baxter is from the East Berriquin
Irrigation District, has been a shareholder
director since the company’s formation in
1995, and was the inaugural chairman from
1995. Previously, Kel was a member of the
Advisory Board from 1987 to the State
Government in relation to Murray Irrigation
operations. Kel was re-elected to the board
in 2007. He represents Murray Irrigation
as a member of the Hume to Yarrawonga
Waterway Advisory Group. In parallel to
farming business, Kel also operates Baxter
Transport, unrelated to Murray Irrigation
business interests. He is also a member of
the Australian Institute of Company Directors.
Kel was the inaugural chairman of the NSW
Murray Catchment Management Authority.

Mr Noel Graham is from the Deniboota
Irrigation District and has been a shareholder
director since November 2009. Noel has been
a director of Ricegrowers Limited (trading as
Sunrice) since 2001, and also holds director
portfolios on international subsidiaries in
Papua New Guinea, the Solomon Islands and
has previously been chairman and currently a
member of the Rice Marketing Board for the
State of NSW. Noel is also a fellow member of
the Australian Institute of Company Directors.

Mr Michael Hughes is from Denimein District
and has been a shareholder director since
April 2009. He is a member of the Denimein
Land and Water Management Plan Working
Group, member of the Denimein Landholders’
Association, and on the board of the Victorian
Irrigated Cropping Council. He is also a
graduate member of the Australian Institute
of Company Directors.

Mr Michael Humphris
FCA, FSIA, MAICD

Mr Tim McKindlay

Mr Anthony Read
ME, MBA, FASCE, FIEAust, CPEng

Mr Michael Humphris is a non-shareholder
director who was appointed to the board
in December 2007. Michael is chairman of
the Finance, Audit and Risk Management
Committee, and has had an extensive career as
a Chartered Accountant and Business Advisory
Consultant. Michael was appointed a NonExecutive Director of listed public company
Centro Retail in 2009, and is also NonExecutive Director of listed public companies
Virax Holdings and Tox Free Solutions.
He is also a member of the Australian Institute
of Company Directors. Michael was National
Director of Ernst and Young, a worldwide
partner of Arthur Anderson, and Director
of BDO Kendalls, until 2005.

Mr Tim McKindlay is from the Deniboota
Irrigation District and has been a shareholder
director since November 2009. Tim and
his family operate a mixed cropping and
livestock operation, and has been involved
in the Deniboota Landholders’ Association,
Southern Riverina Irrigators, State Water
Corporation Murray-Lower Darling Customer
Service Committee and the Barmah-Millewa
Consultation Reference Group.

Mr Anthony Read is a non-shareholder
director who was appointed to the board in
December 2005. Tony is a Principal Engineer
and Manager Agribusiness with Kellogg
Brown and Root Pty Ltd. He is a director of
several companies involved in the growing,
processing and marketing of almonds and
pistachios.
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Committees and corporate governance
The board retained its committee structure
of three committees.
Finance, Audit and Risk Management
Committee
Michael Humphris (chair), Kelvin Baxter,
Noel Graham and Mark Robertson. Stewart
Ellis ex-officio.
Responsible for accounting and reporting
practices, risk management, and related
issues including audits, financial information
and accounting controls, management
of investments, the company’s ancillary
activities, share register, statutory reporting,
administration agreements with government
and identifying risks to the company.
A representative from the auditor may attend
meetings of this committee from time to time
by invitation.
Service and Infrastructure Committee
Kelvin Baxter (chair), Michael Hughes, Tim
McKindlay, Tony Read. Stewart Ellis ex-officio.
The Service and Infrastructure Committee
reviews and advises on matters relating
to water availability, usage and efficiency;
customers and key stakeholders; and
infrastructure maintenance, refurbishment
and construction. Activities include reviewing
asset management controls and policies,
assessment of funding priorities, costs and
performance, asset management strategies,
and review of government infrastructure
funding and operational agreements,
monitoring of environmental compliance
and policy, and policies relating to customer
interaction and communication.
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Remuneration Committee
Stewart Ellis (chair), Mark Robertson,
Kelvin Baxter, Michael Humphris.
The Remuneration Committee considers
conditions of employment and remuneration
of all staff, in particular senior management
and directors, including annual remuneration
and bonuses or other incentives.
Disputes Panel and Disputes Committee
A Disputes Committee is provided for
under the Constitution, and is not a board
committee. At the annual general meeting
held 17 November 2010, directors elected to
the disputes panel were Kelvin Baxter, Noel
Graham, Michael Hughes, Timothy McKindlay
and Mark Robertson. Shareholders elected to
the panel were Bruce Atkinson, Neil Bull, Neil
Blenkiron, Mark Martin, Peter Redfearn and
Adam Wettenhall.
The Disputes Committee did not meet during
the reporting period.
Conduct and conflict of interest
Murray Irrigation’s Board of Directors operates
according to a code of conduct adopted from
the Australian Institute of Company Directors
based on acting honestly, in good faith and in
the best interests of the company.
Directors are asked to resign from executive
positions on district or regional landholder
associations upon being elected, to prevent
possible conflicts of interest between these
groups and the need for directors to act in the
interests of the company as a whole.
A code of conduct relating to water trading
exists, which prevents not only directors
but also any employee, from acting on or
using information prior to it being available
to shareholders. Directors must not receive
commission for water transactions and must
notify the chairman of any permanent or
annual transfers carried out. The board sets
an embargo period preventing trade from the
time of a board decision affecting allocations
until the public announcement, usually by a
‘Chairman’s report’.
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Directors as customers
Murray Irrigation directors Kelvin Baxter,
Stewart Ellis, Noel Graham, Michael Hughes,
Tim McKindlay, and Mark Robertson are
customers of the company, enjoying the same
terms and conditions as those applying to
all Murray Irrigation customers in receipt of
similar services. It is a Board Governance
Policy consistent with the requirements of the
Corporations Act 2001 that directors declare
their interest as customers when information
which may affect water pricing or volumes
made available, is discussed and decided
upon by the board. The directors will either
absent themselves during such discussion,
and subsequent voting on resolutions, and
or warrant that they will not buy or sell
water entitlements prior to such information
becoming publicly available. The Board
Governance Policy provides for an embargo
period within which the directors may not
trade as customers. It is also the board’s policy
to disclose volumes held of water and delivery
entitlements in the annual report.
As at 30 June 2011, the following directors
held the water and delivery entitlements,
direct shareholding, and indirect shareholding
listed against their name:

Director’s interests
The relevant interests of the directors in the share capital, water entitlements, and delivery
entitlements of the company, as at 30 June 2011, are as follows:
Shareholder
directors
K.S. Baxter
S.G. Ellis
N.G. Graham
M.L. Hughes

M.K. Watts, Assistant Company
Secretary
B App Sci, MCTS, CSA (Cert)

Direct
shareholding

Indirect
shareholding

Water
entitlements

Delivery
entitlements
5,985

Nil

7,133

6,754

1,000

Nil

830

830

Nil

1,229

1,021

1,021

Nil

475

475

475

T.W. McKindlay

809

2,111

1,677

2,424

D.M. Robertson

Nil

4,957

4,116

4,116

Non-shareholder directors M. Humphris and A. Read hold no Murray Irrigation shares, water
entitlements or delivery entitlements.
Training and professional advice
During 2010/11 Michael Hughes attended a
course and was assessed to be admitted as
a Graduate Member of the Australian Institute
of Company Directors.
Directors have the right in connection with
their duties and responsibilities as directors
to seek independent professional advice at
the company’s expense. Prior written approval
of the chairman is required, which will not be
unreasonably withheld.
Company secretaries
The secretaries of the company at the end
of the reporting period, together with their
qualifications and experience, are set out
as follows:

G.R. Cutter, Company Secretary
BEc, MBA, FCPA, MAICD
Mr Cutter joined the company in June
2009 as Executive Manager Corporate
Services, performing the role of Company
Secretary from November 2009. He holds a
Bachelor of Economics, Masters of Business
Administration, is a fellow member of
Certified Practicing Accountants Australia,
and a member of the Australian Institute of
Company Directors. He has over 29 years
in executive management in industries as
diverse as multinational telecommunications,
capital city local government, and large
hospitals. He has performed the role of
Chief Financial Officer and the functions of
Company Secretary for several boards of
management, and is a Non-Executive Director
and Deputy Chairman of a large not-for-profit
organisation.

Mr Watts joined the company in 2003,
performing the role of Assistant Company
Secretary since April 2009, and appointed
Administration Manager in 2009. He holds
a Bachelor of Applied Science, a Certificate
in Governance Practice and Administration,
and is a member of Chartered Secretaries
Australia. Previous experience includes 12
years in the information technology field.
Officers
Those persons who were officers of the
company during the financial year to 30
June whose role involves making decisions
affecting the whole or a substantial part of
the company are the following managers:
S. Barlow
D.J. Clarke
A. Couroupis
G. Cutter
R. Fruewirth
P. Knill
J.M. McLeod
N.J. Ritchie
G. Rowe
M.K. Watts

A. Couroupis, Assistant Company
Secretary
BEc (Hons), Grad Dip CSP
Mr Couroupis joined the company in 2008
as General Manager, performing the role of
Company Secretary between December 2008
and November 2009. He holds a Bachelor of
Economics, a Graduate Diploma in Company
Secretarial Practice and is a member of
Chartered Secretaries Australia. Previous
experience includes General Manager of
the NSW Murray Catchment Management
Authority and General Manager and Company
Secretary of Western Murray Irrigation.
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Meetings of directors
The following table sets out the number of meetings of the directors held during the financial year to 30 June 2011, including meetings of
committees, and the number of meetings attended by directors.
Directors meeting attendance
Finance, Audit and Risk
Management

Board
Attended

Service and
Infrastructure

Remuneration

Maximum

Attended

Maximum

Attended

Maximum

Attended

Maximum

K.S. Baxter

12

14

3

3

3

3

2

2

S.G. Ellis

12

14

2*

3*

2*

3*

2

2

N.G. Graham

13

14

3

3

–

–

–

–

M.L. Hughes

13

14

–

–

3

3

–

–

M. Humphris

11

14

1

3

–

–

1

2

T.W. McKindlay

14

14

–

–

3

3

–

–

A.L. Read

13

14

–

–

3

3

–

–

D.M. Robertson

14

14

3

3

–

–

2

2

*ex officio
Principal activity
The principal activity of Murray Irrigation during the period consisted of the supply of water
to landholders within an area from the Murray River to the Billabong Creek extending 150
kilometres to the west and 100 kilometres to the east of Deniliquin.
Review of operations and results from those operations
A total of 400,079ML of water was supplied on-farm for the year 1 July 2010 to 30 June 2011.
Further details on water supply is included on pages 13 to 15 of this report.
2011

2010

$’000

$’000

Revenue from irrigation

30,747

29,305

Employee benefits

(9,547)

(7,093)

Materials and contracts

(9,040)

(6,412)

Depreciation and amortisation

(8,115)

(8,089)

Bulk water supply

(6,564)

(4,797)

(770)

(1,465)

Other expenses

(8,448)

(4,289)

Profit / (loss) from irrigation revenue

(11,737)

(2,840)

11,624

8,258

Interest on tax liabilities

Other revenue

(113)

5,418

Income tax expense

(1,297)

(2,214)

Net profit / (loss)

(1,410)

3,204

Profit / (loss) before tax

Excluding the following abnormal items:
Taxation interest credit

8,526

Infrastructure asset write-off

(4,853)

Repayment of taxation provision to customers terminating
entitlements

(3,277)

Net profit /(loss)

(1,014)
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Revenue from contributed assets and
taxation assessments
Under the Corporations Act, compliance
with accounting standards is mandatory.
Accounting standard AASB 1004 requires that
infrastructure works, when constructed, to the
extent to which their cost has been met from
government funding, be treated as revenue
of the company even though the receipt of
the funding is not revenue of the company.
Your directors are concerned that this
accounting treatment may be misleading and
are of the view that neither the receipt of any
government funding for reimbursement for
infrastructure works nor the value of the works
constructed should be recognised as revenue.
Accordingly, the directors feel obliged to
express their view that the receipt of both the
Land and Water Management Plan drainage
works, the Infrastructure Program funding
of prior years, nor any future such funding
should not be recognised as revenue by way
of contributed assets of Murray Irrigation.
The company has obtained advice over
many years in respect to the application of
the income tax law to previous Land and
Water Management Plans and Infrastructure
Programs in order to form this view. The
company will continue to pursue these
matters to achieve an equitable outcome for
the company in relation to prior year income
taxation assessments.

Dividends
The company is a not-for-profit organisation
whose constitution requires that no operating
surplus may be paid or transferred by way of
a distribution of profit to shareholders.
Environmental regulation
Murray Irrigation is subject to NSW
environmental legislation in relation to water and
land use. The company holds an Environmental
Protection Licence issued by the NSW Office
of Environment and Heritage. This licence
requires discharges to waterways to be below
specified levels of contaminants. There have
been no breaches of the licence during the
reporting period.
Changes in the state of affairs
In the opinion of the directors, there were no
significant changes in the state of affairs of
the company not otherwise disclosed in this
report and financial statements.
Matters subsequent to the end of the
financial period
As this report goes to print the New South
Wales Murray general security allocation
for the 2011/12 season is 18 percent.
Customers carried forward a significant
balance into 2011/12, and the company is in
a strong position to deliver this carried-over
water. With supply catchments and storages
such as the Hume Dam near capacity, the
water availability situation at the start of the
2011/12 year is a better position than the
2010/11 year.
In 2010 the Murray-Darling Basin Authority
released a Guide to the proposed Basin
Plan. Whilst there was significant community,
industry and political response to this guide,
and the authority has been reviewing the
parameters it announced, a draft ‘Basin Plan’
is expected later in 2011, with potential future
impact on the company, through reducing
water availability.
Water Charge (Infrastructure) Rules came
into effect from 1 January 2011, with full
implementation from 1 July 2012. These
rules form part of the Water Act 2007 (Cth),
and impact the way in which the company
collects revenue.

On 27th July 2010 Murray Irrigation gave
a court enforceable undertaking to the
Australian Competition and Consumer
Commission (ACCC) pursuant to s.163 of
the Water Act 2007 (Cth). Details of the
undertaking are available in the ACCC’s
register of court enforceable undertakings.
On 7 July 2011, the Commonwealth
Government announced that Murray Irrigation
had been successful on behalf of 184
customer ‘On-Farm Irrigation Efficiency’
farm projects with an estimated total value
of over $34m.
There has been no other item, transaction
or event of a material and unusual nature
likely, in the opinion of the directors, to affect
significantly the operations of the company,
the results of those operations or the state
of affairs of the company in subsequent
financial years.
Likely developments and expected
results of operations
The company’s results are influenced by
the level of its operating costs, the amounts
required to be set aside in reserves, and
income derived from the sale of water
and other sources. The unpredictability of
the available water resource, government
requirements and river management mean
it is not possible to accurately predict the
results of operations. However, directors
will endeavour to protect the viability of
the business in all circumstances.

Rounding of amounts to the nearest
thousand dollars
The company is of a kind referred to in Class
Order 98/0100, issued by the Australian
Securities and Investment Commission,
relating to the rounding of amounts in the
Directors’ report, which have been rounded
off in accordance with that class order to the
nearest thousand dollars.
Lead auditor’s independence declaration
The lead auditor’s independence declaration
is set out on page 70 and forms part of the
director’s report.
This report is made pursuant to a resolution
of the directors.

SG Ellis
Chairman
28 September 2011

DM Robertson
Deputy Chairman
28 September 2011

Indemnification and insurance of officers
During the financial year the company paid
a premium indemnifying officers of the
company. A condition of the contract is that
the nature of the liability indemnified and the
premium payable not be disclosed.
Proceedings on behalf of the company
No person has applied to the court under
section 237 of the Corporations Act 2001
(Cth) for leave to bring proceedings on
behalf of the company, or to intervene in any
proceedings to which the company is a party,
for the purpose of taking responsibility on
behalf of the company for all or part of those
proceedings.
No proceedings have been brought or
intervened in on behalf of the company with
leave of the court under Section 237 of the
Corporations Act 2001.
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Notes

Revenue from irrigation undertaking

2

Employee benefits expenses
Materials and contracts expenses
Depreciation and amortisation expenses

3a

Bulk water supply expenses

2011

2010

$’000

$’000

30,747

29,305

-9,547

-7,093

-9,040

-6,412

-8,115

-8,089

-6,564

-4,797

Interest on tax liabilities

3b

-770

-1,465

Other expenses

3c

-8,448

-4,289

-11,737

-2,840

11,624

8,258

Profit/(loss) from irrigation undertaking before income tax
Other revenue

2

Profit/(loss) before income tax
Income tax (expense) /credit
Profit/(loss) for the year
Other comprehensive income
Total comprehensive income for the year
The above statement of comprehensive income should be read in conjunction with the accompanying notes.
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4

-113

5,418

-1,297

-2,214

-1,410

3,204

0

0

-1,410

3,204

Balance
sheet
as at 30 June 2011

Notes

2011

2010

$’000

$’000

Assets
Current assets
Cash and cash equivalents

5

16,698

17,910

Trade and other receivables

6

11,095

9,500

Inventories

7

1,253

1,064

29,046

28,474

86,387

77,381

Total current assets
Non-current assets
Available for sale financial assets
Other financial assets
Property, plant and equipment

8
9

2,410

2,480

10

252,803

261,743

Deferred tax asset

11

2,669

2,322

Intangible assets

12

98,271

98,271

Total non-current assets

442,540

442,197

Total assets

471,586

470,671

13

4,129

3,400

Liabilities
Current liabilities
Trade and other payables
Current tax liabilities

14

4,089

14,550

Provisions

15

1,888

1,503

Other

16

13,967

5,416

24,073

24,869

40,208

Total current liabilities
Non-current liabilities
Deferred tax liabilities

17

43,314

Provisions

18

291

276

43,605

40,484

Total non-current liabilities
Total liabilities
Net assets

67,678

65,353

403,908

405,318

Equity
19

284,723

284,723

Reserves

20(a)

165,835

165,716

Retained profits /(accumulated losses)

20(b)

-46,650

-45,121

403,908

405,318

Contributed equity

Total equity
The above balance sheet should be read in conjunction with the accompanying notes.
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Statement
of changes
in equity
for the period ended 30 June 2011

Notes Contributed
equity

Reserves

Retained
earnings

Total

$’000

$’000

$’000

$’000

284,723

165,716

-45,121

405,318

-1,410

-1,410

Balance at 1 July 2010
Total comprehensive income
Transfers to reserves

20

274

-274

–

Transfers from reserves

20

-155

155

–

165,835

-46,650

403,908

Balance at 30 June 2011

284,723

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Cash flow
statement
for the period ended 30 June 2011

Notes

2011

2010

$’000

$’000

Cash flows from operating activities
Cash received from government

19,187

7,352

Water and other income

24,913

26,849

-750

Income tax paid

-38,321

Payments to suppliers and employees
Interest received on investments
Loan costs paid
Net cash inflow/(outflow) from operating activities

25

-25,121

5,029

9,080

6,077

4,502

-25

-25

11,081

13,557

Cash flows from investing activities
70

400

1,120

1,217

Payment for property, plant and equipment

-4,477

-3,961

Payment for non-current financial assets

-9,006

-557

-12,293

-2,901

-1,212

10,656

Proceeds from sale of financial assets
Proceeds from sale of property, plant and equipment

Net cash inflow/(outflow) from investing activities

Net increase/(decrease) in cash held
Add cash at the beginning of the financial year
Cash at the end of the financial year

5

17,910

7,254

16,698

17,910
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Notes to
the financial
statements
for the period ended 30 June 2011

1. Summary of significant
accounting policies
The principal accounting policies adopted
in the preparation of the financial report
are set out below. These policies have
been consistently applied to all the years
presented, unless otherwise stated. Murray
Irrigation prepares its financial statements
in compliance with Australian Accounting
Standards.
(a) Basis of preparation
This general purpose financial report has
been prepared in accordance with Australian
Accounting Standards, other authoritative
pronouncements of the Australian Accounting
Standards Board, Accounting Interpretations
and the Corporations Act 2001.
Because the company’s principal purpose
is to provide cost effective services to its
shareholders, rather than to generate profits,
Murray Irrigation is a not-for-profit entity as
defined in the Accounting Standards. As they
apply to not-for-profit entities, although it is
also tax assessable.
These financial statements have been prepared
under the historical cost convention on an
accrual accounting and going concern basis.
In the determination of whether an asset or
liability is current or non-current, consideration
is given to the time when each asset or
liability is expected to be realised or paid.
The asset or liability is classified as current
if it is expected to be turned over within 12
months or if the company does not have an
unconditional right to defer settlement of
a liability for at least 12 months after the
reporting date.
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(b) Income tax
The income tax expense for the period
is the tax payable on the current period’s
taxable income based on the national income
tax rate adjusted by changes in deferred tax
assets and liabilities attributable to temporary
differences between the tax bases of assets
and liabilities and their carrying amounts
in the financial statements, and to unused
tax losses.
Deferred tax assets and liabilities are
recognised for temporary differences at the
tax rates expected to apply when the assets
are recovered or liabilities are settled, based
on those tax rates which are currently
enacted. The relevant tax rates are applied
to the cumulative amounts of deductible and
taxable temporary differences to measure
the deferred tax asset or liability. An exception
is made for certain temporary differences
arising from the initial recognition of an asset
or a liability. No deferred tax asset or liability
is recognised in relation to these temporary
differences if they arose in a transaction
that at the time of the transaction did not
affect either accounting profit or taxable
profit or loss.
Deferred tax assets are recognised for
deductible temporary differences and unused
tax losses only if it is probable that future
taxable amounts will be available to utilise
those temporary differences and losses.
Deferred tax assets and liabilities are offset
when there is a legally enforceable right
to offset current tax assets and liabilities.
Current tax assets and tax liabilities are offset
where the entity has a legally enforceable
right to offset and intends either to settle
on a net basis, or to realise the asset and
settle the liability simultaneously.
Current and deferred tax balances
attributable to amounts recognised directly
in equity are also recognised directly in equity.
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(c) Revenue recognition
Revenue is recognised for the major business
activities as follows:
(i) Water sales
Revenue from the sale of water is recognised
when the water is delivered to customers,
measured by meter readings conducted weekly.
All water usage measurement is completed
before the end of financial year, as the
‘irrigation season’ generally concludes in May.
Fixed access and other fees are recognised
on a pro-rata basis throughout the year.
(ii) Recognition of revenue arising from
contributed assets
The company was incorporated on
23 February 1995 by the NSW State
Government (the State) as a vehicle to
privatise the irrigation undertaking known as
Murray Irrigation Area and Districts, an arm
of the then NSW Department of Land and
Water Conservation (DLWC). The irrigation
infrastructure was transferred from the DLWC
to the company on 23 February 1995. The
ownership of the company was transferred
from the State to individual irrigators as
company shareholders on 3 March 1995.
The State agreed that as part of the
privatisation process it would bear the cost
of refurbishing the irrigation infrastructure
assets to a value of $82.5 million (indexed
for inflation), in order to make good past
deterioration of the infrastructure. The
mechanism by which this was affected was
a funding deed under which the State was
to provide the funds to the company over
15 years as reimbursement for the cost of
works carried out in accordance with works
programs approved by the State. Assets
constructed were contributed to the company
to control and manage. The deed expired
in 2009/10, so is reported for comparative
purposes only in this financial year.

The company was also the implementing
authority in respect of a number of Land
and Water Management Plans. Expenditure
on these plans was reimbursed to the
company by the NSW State Government,
the Commonwealth Government, irrigation
customer shareholders and relevant shire
local government authorities. Some of these
funds are expended on the construction
of drainage assets which are contributed
to the company to control and manage.

(d) Cash and cash equivalents
For cash flow statement presentation
purposes, cash and cash equivalents includes
cash on hand, deposits held at call with
financial institutions, other short-term highly
liquid investments with original maturities
of six months or less that are readily
convertible to known amounts of cash
and which are subject to an insignificant
risk of changes in value.

The accounts have been prepared so as
to recognise the value of contributed assets
as income as the cost of the approved works
programs is incurred by the company, in
the years applicable. This is because the
Corporations Act 2001 requires the directors
to prepare financial statements that comply
with the relevant accounting standards.
The effect of Accounting Standard AASB118:
Revenue, is to require the company to
recognise the contributed assets when and
only when it is probable that future economic
benefits embodied in the asset will eventuate
and the asset possesses a cost or other
value that can be measured reliably. Under
AASB118, an asset must have the essential
ingredient of being under the control of
the company and this happens when the
particular work has been completed. The
nature of the assets and the fact that the
assets cannot be physically detached from
the infrastructure already owned by the
company means that the economic substance
of the transaction is that the company
gains control of these assets at the time of
construction. Therefore they are brought to
account as revenue in the years applicable
in accordance with the requirements of
Australian Accounting Standard AASB118.

(e) Trade and other receivables
Trade receivables are recognised at fair value.
Water customer accounts are raised quarterly
and are due for settlement in 30 days from
the date of invoice. Other debtors are due
for settlement in no more than 30 days.

(iii) Interest income
Interest income is recognised when earned.
(iv) Revenue from the sale of assets
Revenue from the sale of fixed assets is
recognised when risks and rewards have been
passed to the buyer.
(v) Termination fees
Termination fees are charged and recognised
at the time permanent water transfers occur
and associated delivery entitlements are
cancelled.

(f) Interest on water debtors accounts
Interest is charged on water customers’
accounts which are overdue and outside
of the normal credit arrangements.
(g) Doubtful debts
A provision for doubtful debts is raised against
water debtor’s accounts where the collection
of the debt may not be received within the
following 12 months.
(h) Inventories
Raw materials and stores are stated at
the lower of weighted average cost and
net realisable value.

(i) Available for sale financial assets
Available for sale financial assets are
brought to account at fair value. Distributions
are recognised in the income statement
when receivable.
(j) Acquisition and valuation of assets
The cost method of accounting is used
for all acquisitions of assets. Acquisition
cost is determined as the fair value of the
assets given up or liabilities undertaken at
the date of acquisition plus costs incidental
to the acquisition.
(k) Property, plant and equipment
Property, plant and equipment represents
non-current assets comprising land, buildings,
infrastructure for the supply and drainage of
water, plant, motor vehicles, radio technology,
office and computer equipment, and land
leased from state or local government over
or under which water infrastructure is located.
All property, plant and equipment with a cost
value in excess of $1,000 and a useful life
of more than one year are recognised as an
asset. All other assets acquired are expensed.
Values are recorded at historical cost less
depreciation.
Land is not depreciated. Depreciation on
all infrastructure assets, buildings, plant,
equipment and other non-current physical
assets is calculated using the straight-line
method to allocate their costs or re-valued
amounts, net of their residual values, over
the their estimated remaining useful lives,
commencing from the time the asset is held
ready for use. The asset residual values
and useful lives are reviewed, and adjusted
if appropriate, at each balance sheet date.
Estimates of remaining useful lives are made
on a regular basis for all assets, with annual
reassessments for major items. The expected
useful lives are as follows:
Water infrastructure

10 to 100 years

Leased assets

40 to 100 years

Buildings

40 years

Plant and equipment 8 to 10 years
Office equipment

3 to 14 years

Motor vehicles

2 to 5 years
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(l) Leased non-current assets
Certain assets comprising shire road bridges
and culverts, have been leased by the
company from public and local authorities for
a period of 99 years. The company is obliged
to maintain these assets during the period of
the leases. These assets, in view of the long
term nature of the leasing arrangements and
the future economic benefits that are likely to
eventuate, are included in noncurrent assets,
on the basis of control. (Note 10).
(m) Non-current assets constructed
by the company
Where assets are constructed by Murray
Irrigation, the cost at which they are
recorded includes all materials used in
construction, direct labour on the project,
and an appropriate share of fixed and
variable overheads, such as design and
project management.
(n) Intangible assets
The company’s conveyance water licence
and supplementary water licence are brought
to account at cost.
(o) Impairment of assets
Physical assets are reviewed annually for
impairment whenever events or changes
in circumstances indicate that the carrying
amount may not be recoverable. An
impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable
amount is the higher of an asset’s fair value
less costs to sell and value in use.
As the company is a not-for-profit entity
and the future economic benefits of the
company’s physical assets is not primarily
dependent on their ability to generate cash
flows, value in use is taken to be depreciated
replacement cost provided that the company
would, if deprived of the asset, replace it.
Accordingly, the company’s non-current
physical assets are carried at amounts
significantly in excess of the values that would
be applied if the company were a ‘for profit’
entity in accordance with the Accounting
Standards had it applied the impairment rules
of a ‘for profit’ entity.
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In the case of available-for-sale financial
assets, a prolonged decline in value of the
instrument below its cost is considered as
an indicator that the investment is impaired.
Intangible assets with indefinite useful
lives are reviewed annually as to whether
their carrying value exceeds their
recoverable amount.
(p) Maintenance and repairs
Maintenance, repair costs and minor renewals
are charged as expenses occur on the basis
that asset lives are being preserved
to expectation, rather than extended. Where
the repair relates to the replacement of a
component of an asset and the cost exceeds
the capitalisation threshold, the cost is
capitalised and amortised.
(q) Trade and other payables
These amounts represent liabilities for
goods and services provided to the company
up to the reporting date which are unpaid.
The amounts are unsecured and are usually
paid within 28 days of recognition.
(r) Goods and Services Tax (GST)
Revenues, expenses and assets are
recognised net of the amount of associated
GST, unless the GST incurred is not
recoverable from the taxation authority.
In this case it is recognised as part of the
cost of acquisition of the asset or as part
of the expense.
Receivables and payables are stated inclusive
of the amount of GST receivable or payable.
The net amount of GST recoverable from, or
payable to, the taxation authority is included
with other receivables or payables in the
balance sheet.
Cash flows are presented on a gross basis,
inclusive of GST. The GST components
of cash flows arising from investing or
financing activities which are recoverable
from, or payable to the taxation authority,
are presented as operating cash flows.
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(s) Employee benefit expenses
(i) Wages, salaries, annual leave and
sick leave
Liabilities for wages, salaries and annual
leave to be settled within 12 months of the
reporting date are recognised in employee
entitlement liabilities in respect of employee
services up to the reporting date and are
measured at the amounts expected to be paid
when the liabilities are settled, at their nominal
values. Employee entitlements which are
not expected to be settled within 12 months
are measured as the present value of the
estimated future cash outflows to be made
by Murray Irrigation, in respect of services
rendered by employees up to the reporting
date. Regardless of the expected timing of
settlements, provisions made in respect of
employee benefits are classified as current
liability, unless there is an unconditional right
to refer the settlement of the liability for at
least 12 months after the reporting date, in
which case it would be classified as a noncurrent liability.
(ii) Long service leave
Current Liability – unconditional long service
leave (representing ten or more years of
continuous service) is disclosed as a current
liability even where Murray Irrigation does
not expect to settle the liability within
12 months because it does not have an
unconditional right to defer the settlement
should an employee take leave within 12
months. The components of this current
liability are measured at:
• Present value – component that Murray
Irrigation does not expect to settle within
12 months; and
• Nominal value – component that Murray
Irrigation expects to settle within 12 months
Non-current liability – conditional long service
leave (representing less than ten years of
continuous service) is disclosed as a noncurrent liability. There is an unconditional
right to defer the settlement of the entitlement
until the employee has completed the requisite
years of service. Conditional long service leave
is required to be measured at present value.
The calculation of present value is based
on pro rata years of service utilising current
salary and wage rates, and indexed using
the Australian Bureau of Statistics Wage
Price Index.

(iii) Superannuation
The company contributes in accordance
with the statutory requirements applicable
for all employers. The amount charged to
the statement of comprehensive income
represents the contributions made by Murray
Irrigation to the superannuation plan in
respect to the current services of Murray
Irrigation directors and employees. The
contributions are based on the choice
of plans made by each employee and the
relevant rules of each plan. There are no
liabilities for superannuation.
(iv) Personal (sick) leave
Employees are entitled to ten days personal
leave per annum on a cumulative basis for
either personal illness or primary care of
immediate family. No liability is brought to
account as the expected future payments are
unlikely to exceed the sick leave entitlements
(v) Employee on-costs
Employee expense on-costs, including payroll
tax and workers compensation insurance, are
recognised and included in employee benefit
expenses and liabilities.
(t) Reserves
The constitution allows that the directors may
set aside financial reserve accounts to be
applied at the discretion of the directors for
any purpose to which the reserves may be
applied, subject to satisfying the requirements
of the operating licence issued by the New
South Wales State Government.
(i) Contributed assets
As described in Note 1(c)(ii), revenue arising
from government agencies and landowners
in the form of contributed assets, less the
amount of any loss on disposal of water
infrastructure assets is transferred to the
contributed assets reserve. The purpose of
this reserve is to report the company’s equity
resulting from government and landowner
asset contributions separately from profits
of the company’s irrigation undertaking.
(ii) Supply variation reserve
The purpose of the supply variation reserve is
to report the amounts set aside to provide the
company with adequate funds to financially
withstand periods of extended low volume
water supply and lower variable income. As
part of the Fees and Prices Policy, directors
determine how much if any proportion of the
fees are to contribute to this reserve in the
form of a supply variation levy. Income arising
from the Supply Variation Levy is transferred
to the Supply Variation Reserve Fund.

(iii) Water reserve
The purpose of the water reserve is to set
aside funds for future investment in water
related products and services. The source
of funds is from the sale of a proportion of
the Murray Irrigation Supplementary Water
Access Licence.
(u) Land and Water Management Plans
As stated in Note 1(c)(ii) the company was
the implementing authority in respect of a
number of Land and Water Management
Plans. Amounts outstanding from customer
shareholders are brought to account as
receivables. The net unexpended amount of
cash and receivables are held on behalf of the
plans and are therefore brought to account
as a liability, funds held as implementing
authority. Future expenditure consistent
with the Land and Water Management Plan
purposes would apply these funds and reduce
the liability. Refer Note 16.
(v) Accounting policy in respect to
financial instruments
Murray Irrigation’s accounting policies for
financial instruments are detailed in Note 28(a).
(w) Website and information technology
costs
Costs in relation to web site development and
maintenance are recognised as expenses in
the period in which they are incurred, unless
they relate to the acquisition of an asset, in
which case they are capitalised and amortised
over the period of expected benefits. Murray
Irrigation considers that its web site does not
give rise to sufficient identifying value or costs
to be regarded as an intangible asset under
AASB 138.
Information technology costs including
hardware and software generally relate to
acquisition of assets of different useful lives,
and are capitalised and amortised. Costs
in relation to feasibility studies or business
process reviews leading to specifications
forming part subsequent technology
implementation are considered as expenses.
Costs in relation to building or enhancing
Information Technology, to the extent that
they represent probable future economic
benefits controlled by Murray Irrigation that
can be reliably measured, are capitalised as
an asset and amortised over the period of
expected benefits.

(x) Rounding of amounts
The company is of a kind referred to in Class
Order 98/0100, issued by the Australian
Securities and Investments Commission,
relating to the “rounding off” of amounts in the
financial report. Amounts in the financial report
have been rounded off in accordance with that
Class Order to the nearest thousand dollars.
(y) Comparatives
Unless otherwise stated, all accounting
policies applied are consistent with those of
prior years. Where necessary, comparatives
have been reclassified and repositioned for
consistency with current year disclosures, with
notation of material changes to comparatives.
(z) Dividend policy
Under Murray Irrigation’s constitution, the
company is prevented from paying dividends.
(za) On-Farm Irrigation Efficiency
Program
Murray Irrigation has been contracted as a
delivery partner for implementation of the
Commonwealth Government funded On-Farm
Irrigation Efficiency Program which is funded
under the Water for the Future Sustainable
Rural Water Use and Infrastructure Program.
The Commonwealth of Australia has a
funding agreement with Murray Irrigation
and a contract for the purchase of Water
Entitlements with the Landholder. Murray
Irrigation has contracted the landholder to
complete water efficiency investments on
their landholding. Murray Irrigation’s role
is to ensure that funds from government
are spent in accordance with the funding
agreement, and the funds are received
through the company accounts and paid to
the Landholders as their projects meet the
funding criteria in their agreements. The
transactions are included as ‘Other Revenue’
and ‘Other Expenses’. ’In principle’ approval
for a further set of projects estimated at $34
million was approved by the Commonwealth
after 30 June 2011.
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2. Revenue

2011

2010

$’000

$’000

23,438

14,760

Revenue from irrigation undertaking
Income from water sales
Supply variation levy

155

143

Termination fees

285

8,952

Precast external sales

1,726

1,505

Interest on funds of irrigation undertaking

3,522

2,451

Net gain on disposal of property plant and equipment
Other income
Revenue from irrigation undertaking

551

288

1,070

1,206

30,747

29,305

Other revenue
Interest – supply variation, asset maintenance and renewal funds
Land and Water Management Plans contributed assets
Infrastructure – contributed assets
Remission of interest on tax liability
Total revenue
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2,979

1,946

0

2,468

119

3,844

8,526

0

11,624

8,258

42,371

37,563

3. Expenses

2011

2010

$’000

$’000

55

42

Profit before income tax includes the following specific expenses:

(a) Depreciation and amortisation:
Depreciation:
Buildings
Plant and equipment

1,510

1,598

Infrastructure

5,770

5,647

Total depreciation

7,335

7,287

Amortisation leased assets
Total depreciation and amortisation

780

802

8,115

8,089

770

1,465

(b) Interest on tax liabilities:
Amounts charged on prior year tax liabilities

(c) Other expenses:
Borrowing costs
Write off of obsolete assets

25

25

4,853

3,253

96

48

Share of AWMA result

0

263

Termination fee refund

3,277

0

197

700

8,448

4,289

Doubtful debts

Other
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4. Income tax

2011

2010

$’000

$’000

Current tax

-1,462

-14

Deferred tax (i)

2,759

2,228

Aggregate income tax expense

1,297

2,214

(a) Income tax expense

(i) Deferred income tax expense included in income tax expense comprises:
Decrease/(increase) in deferred tax assets (Note 11)
(Decrease)/increase in deferred tax liabilities (Note 17)

-347

928

3,106

1,300

2,759

2,228

(b) Numerical reconciliation of income tax expense to prima facies tax payable
The aggregate amount of income tax attributable to the financial year differs from the amount calculated
on the operating profit and extraordinary item.
The differences are reconciled as follows:
Net profit/(loss) before income tax
Income tax (expense)/credit calculated @ 30% (2010: 30%)

-113

5,418

-34

1,626

Tax effect of permanent differences
Non deductible depreciation, amortisation and loss on disposal
Under/(over) provision in prior year
Income tax (expense)/credit attributable to operating profit
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1,408

976

-77

-388

1,297

2,214

5. Current assets – cash and cash equivalents

Cash at bank and on hand

2011

2010

$’000

$’000

16,698

17,910

Restrictions are imposed on access to certain of the above funds as follows:
Supply variation reserve fund – see Note 1(t)(ii)
Asset maintenance and renewals

0

0

5,762

6,918

On Farm Irrigation Efficiency Program – see Note 16

8,143

0

Land and Water Management Plans

2,793

5,416

Unrestricted funds

0

5,576

16,698

17,910

3,723

8,071

6. Current assets – trade and other receivables
Water debtors (including Land and Water Management Plans)
Less provision for doubtful debts
Accrued income
Other debtors

-616

-505

3,107

7,566

7,319

1,233

669

701

11,095

9,500
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7. Current assets – inventories

2011

2010

$’000

$’000

1,253

1,064

Floating rate notes

56,450

48,211

Fixed rate notes

29,937

29,170

86,387

77,381

Raw materials and stores

8. Non-current assets – available for sale financial assets

(a) Restrictions
Restrictions are imposed on access to certain of the above funds as follows:
Supply Variation Reserve Fund – see Note 1(t)(ii)
Asset maintenance and renewals
Land and Water Management Plans

0

0

39,405

33,453

3,031

0

42,436

33,453

2,410

2,480

2,410

2,480

9. Non-current assets – other financial assets
Receivables (a)

(a) Receivables
Receivable from AWMA Pty Ltd
Receivable from subsidiary Riverbank Holdings Pty Ltd
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577

777

1,833

1,703

2,410

2,480

10. Non-current assets – property plant and equipment

2011

2010

$’000

$’000

1,965

1,968

257,484

259,155

54,606

50,248

202,878

208,907

1,639

4,077

Leased assets – at cost (Note 1(l))

49,687

49,876

Less accumulated amortisation

10,616

9,893

39,071

39,983

2,280

2,147

Freehold land – at cost
Water infrastructure – at cost
Less accumulated depreciation

Construction-in-progress

Buildings and cottages – at cost

598

562

1,682

1,585

Plant and equipment – at cost

9,500

9,421

Less accumulated depreciation

5,832

5,919

3,668

3,502

Office equipment – at cost

1,676

1,553

Less accumulated depreciation

1,464

1,323

212

230

Less accumulated depreciation

Motor vehicles – at cost

2,975

3,182

Less accumulated depreciation

1,287

1,691

1,688

1,491

252,803

261,743

Total non-current assets
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10. Non-current assets – property plant and equipment (continued)
Reconciliations
Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the current financial year
are set out below:

Land
Water infrastructure

Carrying
amount at
1 July 10

Additions

Disposals

Transfers

Depreciation

Carrying
amount
30 June 11

$’000
1,968
208,907

$’000
0
0

$’000
-3
-4,720

$’000
0
4,460

$’000
0
-5,769

$’000
1,965
202,878

4,077

2,085

0

-4,523

0

1,639

39,983

1

-133

0

-780

39,071

Construction in progress
Leased assets
Buildings

1,585

182

-30

0

-55

1,682

Plant and equipment

3,502

1,027

-225

63

-699

3,668

230

174

-1

0

-191

212

Office equipment
Motor vehicles

1,491

1,136

-318

0

-621

1,688

261,743

4,605

-5,430

0

-8,115

252,803

11. Non-current assets – deferred tax assets

2011

2010

$’000

$’000

1,747

1,625

654

534

Accrued wages

50

0

Doubtful debts

189

156

29

7

2,669

2,322

86,960

86,960

The balance comprises temporary differences attributable to:
Amounts recognised in profit and loss
Land and Water Management Plans
Employee benefits

Other temporary differences

12. Non-current assets – intangible assets
Conveyance Water Access Licence at cost (a)
Supplementary Water Access Licence at cost (b)

11,311

11,311

98,271

98,271

(a) The company has a sworn valuation for the Conveyance Water Access Licence as at 19 July 2010 of $2,050 per unit share.
(b) The company has a sworn valuation for the Supplementary Water Access Licence as at 24 August 2010 of $100 per unit share.
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13. Current liabilities – trade and other payables

2011

2010

$’000

$’000

Trade creditors

3,801

3,234

Other creditors

328

166

4,129

3,400

4,089

14,550

14. Current liabilities – current tax liabilities
Provision for income tax – see Note 1(b)

There continues to be significant uncertainty in respect to the Murray Irrigation’s taxation liability associated with government grants received
for environmental capital works. As reported in prior years, there has been an ongoing dispute between Murray Irrigation and the Australian
Taxation Office regarding the taxation treatment of grants received for the purposes to which they were provided.
Murray Irrigation has obtained advice over many years in respect to the application of the Income Taxation law to the Land and Water
Management Plans and the Asset Renewal program. A resolution to the dispute was affected by the change of Commonwealth Government
in late 2007, forcing Murray Irrigation to recommence its formal appeal process. The appeal remains current at 30 June 2011, although the
Australian Taxation Office has credited accumulated penalty interest in June 2011. Murray Irrigation records the principal and associated
accrued liability, which may be payable depending on the resolution of the appeal process.
Murray Irrigation maintains its intent to have the total liability waived.

15. Current liabilities – provisions
Employee entitlements (Note 1(s))

1,888

1,503

5,824

5,416

16. Current liabilities – other
Land and Water Management Plans
– Funds held as implementing authority (Note 27(ii))
On Farm Irrigation Efficiency Program
– Funds held as implementing authority

8,143

0

13,967

5,416
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17. Non-current liabilities – deferred tax liabilities

2011

2010

$’000

$’000

248

211

The balance comprises temporary differences attributable to:
Amounts recognised in profit and loss
Consumable stores
Diesel fuel rebate

50

68

Mulwala Canal usage fee

43

43

1,715

0

Accrued income
Accrued interest
Capital allowances and depreciation

388

261

40,870

39,625

43,314

40,208

291

276

18. Non-current liabilities – provisions
Employee entitlements

19. Equity – contributed equity
Shares ’000’s

$’000

Share capital

2011

2010

2011

2010

Ordinary shares

1,440

1,447

284,723

284,723
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20. Equity – reserves and retained profits

2011

2010

$’000

$’000

145,835

145,716

0

0

(a) Reserves:
Contributed assets
Supply variation
Water reserve

20,000

20,000

165,835

165,716

145,716

139,304

Movements:
Contributed assets
Balance – 1 July 2010
Transfer from retained profits
Balance – 30 June 2011

119

6,412

145,835

145,716

0

0

Supply variation
Balance – 1 July 2010

155

143

Transfer to retained profits

-155

-143

Balance – 30 June 2011

0

0

20,000

20,000

Transfer from retained profits

Water reserve
Balance – 1 July 2010
Transfer to retained profits

0

0

Balance – 30 June 2011

20,000

20,000

-45,121

-41,913

(b) Retained profits (accumulated losses)
Balance – 1 July 2010

-1,410

3,204

Transfer to contributed assets

-119

-6,412

Transfer to supply variation reserve

-155

-143

Net profit/(loss)

Transfer from supply variation reserve
Balance – 30 June 2011

155

143

-46,650

-45,121

(c) Nature and purpose of reserves
Refer Note 1(t).
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21. Related parties
(a) Key management personnel
(i) Directors
The following persons were directors of Murray Irrigation for the whole year ended 30 June 2011:
KS Baxter, SG Ellis, NG Graham, ML Hughes, M Humphris, TW McKindlay, AL Read, DM Robertson
(ii) Other key management
The following persons also had authority and responsibility for planning, directing and controlling the activities
of the company, directly or indirectly, during the financial year:
DJ Clarke, A Couroupis, GR Cutter, JM McLeod, NJ Ritchie, MK Watts

(b) Key management personnel compensation
Short-term

Directors
GG Ball

Superannuation

Total 2010

Total 2011

Gross salary
$’000
–

Cash bonus
$’000
–

Motor vehicle
$’000
–

$’000
–

$’000
–

$’000
–

–

–

–

–

–

20

39

25

KS Baxter

37

–

–

2

L Chappell

–

–

–

–

SG Ellis

97

–

8

4

109

93

NG Graham

23

–

–

2

25

15

–

–

–

–

–

12

ML Hughes

26

–

–

2

28

30

M Humphris

36

–

–

3

39

40

–

–

–

–

–

1

TW McKindlay

28

–

–

2

30

11

AL Read

40

–

–

3

43

40

DM Robertson

24

–

–

2

26

26

Directors total

311

–

8

20

339

326

Other key
management

970

–

96

78

1,144

1,094

1,281

–

104

98

1,483

1,420

MJ Holm

VC Meyer

Total
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21. Related parties (continued)

2011

2010

$’000

$’000

20,945

21,752

Water accounts receivable

13

106

Accounts payable

Nil

Nil

(c) Key management personnel equity
Ordinary shares held

(d) Other transactions with key management personnel
During the period the company sold water for cropping and other activities to a number of directors and other
key management personnel or their related entities on commercial terms and conditions no more favourable
than those which it is reasonable to expect would have been adopted if dealing with them at arm’s length in the
same circumstances. The value of these transactions totalled $426,700 (2010: $286,400).
Aggregate amounts payable or receivable from directors and other key management personnel or their related
entities as at balance date:

(e) Loans to key management personnel
There are no loans to directors or other key management personnel.

22. Remuneration of auditors
During the year the auditor earned the following remuneration:
Audit of the financial report

32

32

Other assurance services

26

26

Total audit and other assurance services

58

58

Taxation services

28

94

Total remuneration

86

152

23. Commitments
a. Capital commitments
992

962

– later than 12 months but not later than 5 years

0

0

– greater than 5 years

0

0

992

962

1,328

845

189

160

0

0

1,517

1,005

– not later than 12 months

b. Operating commitments
– not later than 12 months
– later than 12 months but not later than 5 years
– greater than 5 years
Note: These balances are GST inclusive.
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24. Segment information
The company is involved primarily in the supply and drainage of irrigation water to shareholder customers within
the Southern Riverina area of New South Wales, Australia.

25. Reconciliation of operating profit to net cash inflows
from operating activities

2011

2010

$’000

$’000

Profit for the year

-1,410

3,204

8,115

8,089

Depreciation and amortisation
Increase/(decrease) in provision for doubtful debts
(Gain)/loss on disposal of non-current assets
(Gain)/loss on disposal of infrastructure

96

48

-551

-288

4,853

3,253

(Gain)/loss on sale of investments

0

0

(Increase)/decrease in value of investments

0

263

-119

-3,844

(Increase)/decrease in receivables

-1,691

3,962

(Increase)/decrease in inventories

-189

407

0

101

Contributed assets
Changes in operating assets and liabilities:

(Increase)/decrease in prepayments
(Increase)/decrease in deferred tax asset
Increase/(decrease) in payables
Increase/(decrease) in current tax liabilities

-347

928

729

-1,469

-10,461

534

400

-398

Increase/(decrease) in other liabilities

8,551

-2,533

Increase/(decrease) in deferred tax liabilities

3,106

1,300

11,081

13,557

119

3,844

Increase/(decrease) in provisions

Net cash inflow/(outflow) from operating activities

26. Non-cash financing and investing activities
Contributed assets
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27. Land and Water Management Plans
i) Details of income and expenditure on the Land and Water Management Plans are as follows:
$’000
Berriquin

Cadell

Denimein

Wakool

Total

2011

2010

2011

2010

2011

2010

2011

2010

2011

2010

30

59

46

30

29

29

29

30

134

148

0

0

0

0

0

0

0

0

0

0

563

606

78

72

5

8

128

77

774

763

593

665

124

102

34

37

157

107

908

911

Income
Government agencies
Contribution from
working group
Irrigator contribution

Expenditure
0

2,469

0

0

0

0

0

0

0

2,469

Expenses incurred (a)

151

505

149

149

93

181

107

140

500

975

151

2,974

149

149

93

181

107

140

500

3,444

Net funds
accumulated/
(expended)

442

-2,309

-25

-47

-59

-144

50

-33

408

-2,533

Capital works

(a) Includes farm rebates, monitoring, education and administration

ii) Details of the Land and Water Management Plans Funds held as implementing authority are as follows:
$’000
Berriquin

Cadell

Denimein

Wakool

Total

2011

2010

2011

2010

2011

2010

2011

2010

2011

2010

2,993

5,302

1,699

1,746

120

264

604

637

5,416

7,949

Add net funds
accumulated/(expended)

442

-2,309

-25

-47

-59

-144

50

-33

408

-2,533

Closing balance –
30 June 2011 (Note 16)

3,435

2,993

1,674

1,699

61

120

654

604

5,824

5,416

Opening balance –
1 July 2010
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28. Financial risk management
The company’s activities expose it to credit risk, liquidity risk and interest rate risk. The company’s overall risk management program focuses on
the key risk of unpredictability in financial markets and seeks to minimise potential adverse affects on its financial performance. The company
monitors these risks through monthly board meetings where management reports are presented and analysed.

(a) Terms, conditions and accounting policies
Murray Irrigation’s accounting policies for financial instruments, including the terms and conditions of each class of financial asset, financial
liability and equity instrument, both recognised and unrecognised at balance date, are as follows:
Recognised financial
instrument

Note

Accounting policies

Terms and conditions
as at 30 June 2011

Financial assets
Receivables
– Water debtors

6

Water debtors are carried at nominal
amounts due less any provision for
doubtful debts.

Water debtors are invoiced four times per
year: 30 September, 31 December, 31 March
and 30 June, with full payment due one
month after receipt of each invoice. Interest
is calculated at the rate stipulated in the
New South Wales Water Management Act
2000 and accumulates on the outstanding
balance.

– Other debtors

6

Other debtors are carried
at nominal amounts.

Other debtors are due on 30 day terms and
are interest free.

Investments
– Available-for-sale financial assets

8

These investments are stated at fair value.
Interest is recognised in the financial
statements when earned.

These investments have maturity dates
ranging from 2011 to 2020 with fixed
and floating interest rates.

– Non-current receivables

9

Non-current receivables are carried at
nominal amounts.

In respect to the receivable from AWMA
is repayable over 4 years and subject to
a floating interest charge. The receivable
from the subsidiary is subject to an interest
charge.

13

Liabilities are recognised for amounts
to be paid in the future for goods and
services received, whether or not billed
to Murray Irrigation.

Liabilities are normally settled on 28
day terms.

Financial liabilities
Trade creditors
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28. Financial risk management (continued)
(b) Financial Instrument composition
Fixed interest maturing in:
2011

Floating
interest
rate

1 Year
or
less

Over
1 to 5
years

More
than
5 years

Non
interest
bearing

Total
carrying
amount
balance sheet

Weighted
average
effective
interest rate

$’000

$’000

$’000

$’000

$’000

$’000

%

12,801

3,894

3

16,698

5.06%

2,193

914

3,107

10.50%

Financial assets
Cash and cash
equivalents
Water debtors
Other debtors
Available-for-sale assets
Other financial assets

669
56,452

3,625

7,045

19,265

9,712

7,045

19,265

2,410
71,663

669

N/A

86,387

6.85%

2,410

5.50%

1,586

109,271

4,129

4,129

Financial liabilities
Trade and other payables
Net financial assets

N/A

4,129

4,129

71,663

9,712

7,045

19,265

-2,543

105,142

Floating
interest
rate

1 Year
or
less

Over
1 to 5
years

More
than
5 years

Non
interest
bearing

Total
carrying
amount
balance sheet

Weighted
average
effective
interest rate

$’000

$’000

$’000

$’000

$’000

$’000

%

9,154

8,753

3

17,910

5.41%

598

6,968

7,566

9.00%

* Refer comments at Note 28(a)
Fixed interest maturing in:
2010

Financial assets
Cash and cash
equivalents
Water debtors
Other debtors
Available-for-sale assets
Other financial assets

701
48,211

29,170

2,480
59,845

9,351

29,170

7,672

701

N/A

77,381

5.85%

2,480

5.50%

106,038

Financial liabilities
Trade and other payables
Net financial assets

59,845

9,351

29,170

3,400

3,400

3,400

3,400

4,272

102,638

N/A

* Refer comments at Note 28(a)
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28. Financial risk management (continued)
(c) Net fair values
The aggregate net fair values of financial assets and financial liabilities, both recognised and unrecognised, at the balance date approximates the
carrying value in the balance sheet.

(d) Credit risk exposure
Credit risk is the risk of financial loss to the company if a party to a financial instrument fails to meet its contractual obligations. Credit risk arises
from cash and cash equivalents and deposits with banks as well as other credit exposures including outstanding receivables and long term
investments in floating and fixed rate securities. The maximum exposure to credit risk at balance date is the carrying amount of financial assets as
summarised in Note 28(b) above.
To manage its short term credit risk the company invests surplus funds in term deposits to maximise its return while reducing the potential effect
of the short term unpredictability of financial markets. These investments are made with reputable Australian banks and are considered low risk.
In respect of accounts receivable the balances are managed and monitored in accordance with a credit management policy. In respect of water
debtors the company has security over the debt in accordance with the Water Management Act 2000.
The company also has long term investments in the form of floating and fixed rate securities. The current investment policy restricts funds
invested by size and credit rating. All investments have an S+P rating of at least A-, and depending on the rating, individual investments are
capped. Each rating category also has a limit of total funds invested as a ratio of available company funds.

(e) Liquidity risk
Liquidity risk is the risk that the company will encounter difficulty in meeting obligations associated with financial liabilities. The maximum
exposure to liquidity risk at balance date is the carrying amount of financial liabilities as summarised in Note 28(b) above. To manage the
company’s liquidity risk the management and the board monitors cash flow requirements on a monthly basis to maintain sufficient cash to pay its
debts as and when they fall due.

(f) Interest rate risk
Interest rate risk is the risk that a movement in interest rates will impact the value of investments or the interest earning capacity of the company.
An analysis of the effect on profit and equity of a 1% change in interest rates is set out below:
+1%

Cash and cash equivalents
Receivables
Other available for sale assets
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-1%

Profit

Equity

Profit

Equity

$’000

$’000

$’000

$’000

170

170

-170

-170

22

22

-22

-22

565

565

-565

-565

29. Credit standby arrangements

2011

2010

$’000

$’000

7,000

7,000

Unrestricted access was available at balance date to the following lines of credit:
Bill acceptance facility (refer Note 31)
Used at balance date

–

–

7,000

7,000

30. Subsidiary
The company has the following subsidiary:
Name of subsidiary

Country
of incorporation

Class
of share

Equity holding %
2011

Equity holding %
2010

Riverbank Holdings Pty Ltd

Australia

Ordinary

100

100

The company’s investment in its subsidiary is in the form of twelve $1 shares and the loan of $1,833,000 (Note 9a). In accordance with Australian
Accounting Standard AASB 1031: Materiality consolidated accounts have not been prepared as such accounts would not be materially different to
this set of financial statements.

31. Subsequent events
Since 30 June 2011 the following significant matters have occurred or are likely to occur:
• The company has entered into a contract with certain irrigators which will result in the decommissioning of certain infrastructure assets with
a carrying value of the order of $1 million. This will result in a loss on decommissioning of infrastructure of this amount in the financial year
ended 30 June 2012.
• At the end of the reporting period, the Murray-Darling Basin Authority has announced its intention to publish the ‘Basin Plan’ in early
2011/12, which has the potential to impact the future volumes of water accessible to Murray Irrigation, and thus potentially detrimental
impact to various asset values such as licences held and recorded as intangible assets;
• The company has cancelled its bill acceptance facility of $7 million;
• The company submitted an application for PIIOP funding which, if successful, will generate significant grant funding, but may also result in
decommissioning and write-off certain infrastructure assets. The company is unable to accurately estimate the likely impact of this on future
financial reports;
• ‘In Principle’ approval has been received for a further set of On-Farm Irrigation Efficiency projects. Estimated grant receivable from the
Commonwealth totalling at $34 million will be spent on irrigators’ farms and will not impact on future profits reported by the company.
With the above exceptions, no other matters, transactions or events have arisen since the reporting date that are likely to have a significant
effect on the company in future financial years.
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Directors’
declaration

The directors declare that the financial statements and notes set out on pages
36 to 69:
(a) comply with Accounting Standards, the Corporations Act 2001 as amended and other mandatory professional reporting requirements; and
(b) g
 ive a true and fair view of the company’s financial position as at 30 June 2011 and of its performance, as represented by the results of its
operations and its cash flows, for the financial year ended on that date.

In the directors’ opinion:
(a) the financial statements and notes are in accordance with the Corporations Act 2001 as amended; and
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due and payable.
This declaration is made in accordance with a resolution of the directors.

SG Ellis
Chairman

DM Robertson
Deputy Chairman

28 September 2011
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Auditor’s
independence
declaration
As lead auditor of the audit of Murray Irrigation for the year ended 30 June 2011, I declare that, to the best of my knowledge and belief,
there have been:
(a) no contraventions of the auditor independence requirements in relation to the audit;
(b) no contraventions of any applicable code of professional conduct in relation to the audit.

Hugh McKenzie-McHarg
Partner
Johnsons MME
Albury
28 September 2011

Murray Irrigation Limited Annual Report 2011

71

Independent
audit report
to the members of Murray Irrigation Limited

Report on the financial
report
We have audited the financial report of
Murray Irrigation Limited, which comprises
the balance sheet at 30 June 2011, and
the statement of comprehensive income,
statement of changes in equity and cash
flow statement for the year ended on that
date, a summary of accounting policies,
other explanatory notes and the directors’
declaration.
Directors’ responsibility for the
financial report
The Directors of Murray Irrigation Limited
are responsible for the preparation and
fair presentation of the financial report in
accordance with Australian Accounting
Standards (including the Australian Accounting
Interpretations) and the Corporations Act
2001. This responsibility includes designing,
implementing and maintaining internal controls
relevant to the preparation and fair presentation
of a financial report that is free from material
misstatement, whether due to fraud or error;
selecting and applying appropriate accounting
policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s responsibility
Our responsibility is to express an opinion
on the financial report based on our audit.
We conducted our audit in accordance
with Australian Auditing Standards. These
auditing standards require that we comply
with relevant ethical requirements relating to
audit engagements and plan and perform the
audit to obtain reasonable assurance whether
the financial report is free from material
misstatement. An audit involves performing
procedures to obtain audit evidence
about the amounts and disclosures in the
financial report. The procedures selected
depend on the auditor’s judgment, including
the assessment of the risks of material
misstatement of the financial report, whether
due to fraud or error. In making those risk
assessments, the auditor considers internal
controls relevant to the entity’s preparation
and fair presentation of the financial report
in order to design audit procedures that are
appropriate in the circumstances, but not
for the purpose of expressing an opinion
on the effectiveness of the entity’s internal
control. An audit also includes evaluating
the appropriateness of accounting policies
used and the reasonableness of accounting
estimates made by the directors, as well
as evaluating the overall presentation of the
financial report. We believe that the audit
evidence we have obtained is sufficient
and appropriate to provide a basis for our
audit opinion.

Independence
In conducting our audit we have complied
with the independence requirements of the
Corporations Act 2001.
Auditor’s opinion
In our opinion the financial report of
Murray Irrigation Limited is in accordance with
the Corporations Act 2001, including:
(a) g
 iving a true and fair view of Murray
Irrigation Limited’s financial position as at
30 June 2011 and of its performance for
the year ended on that date; and
(b) c omplying with Australian Accounting
Standards (including Australian
Accounting Interpretations) and complying
with the Corporations Regulations.
Inherent uncertainty regarding taxation
Without qualification to the opinion expressed
above attention is drawn to the following
matter. As disclosed at Note 14 there has
been an ongoing dispute between the
company and the Australian Taxation Office
regarding the taxation treatment of grants
received for environmental works. The
company has accrued the full principle and
interest on tax payable on these amounts in
accordance with the records of the Australian
Taxation Office. However the company is
continuing to seek to have this liability waived.

Johnsons MME
Chartered Accountants

Hugh McKenzie-McHarg
Partner
Albury
28 September 2011
Liability limited by a scheme approved under
Professional Standards Legislation.
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Murray Irrigation provides
irrigation water to over
2400 farms in southern
NSW. Our area of operation
stretches from Mulwala
in the east to Moulamein
in the west, taking in
nearly 748,000 hectares
of farmland north of the
Murray River.

Murray Irrigation Limited
ABN 23 067 197 933

443 Charlotte Street Deniliquin NSW 2710
PO Box 528 Deniliquin NSW 2710

T 03 5898 3300 F 03 5898 3301

murrayirrigation.com.au

