SNOWY RIVER ALLIANCE Inc.

The so-called ‘Snowy River water debt’

On 11th August 2010 the Federal Minister for Water Penny Wong announced compensation of $13.7 million to Snowy Hydro Ltd for the pay out of the Mowamba Borrowings Account. The temporary water to repay the Borrowings Account will be sourced by Victoria and NSW. The payout of the Borrowings Account will bring forward by two or three years the delivery of 56.3 Gigaltres (56.3 billion litres) of water to the Snowy River and provide a small but desperately needed increased flow to the Snowy River which to date has received less than 5% flows below Jindabyne for more than forty years. 

Since Jindabyne Dam was completed in 1967 the Snowy Hydro Scheme captured 99% of the Snowy River headwaters, diverting west on average 1140 gigalitres
 (1140 billion litres) of Snowy River water, each year for next thirty-five years, a total of approx. 40,000 gigalitres up to 2002. 

In 2000 the Commonwealth, Victorian and NSW Governments agreed to restore up to 21% average annual flow to the Snowy River below Jindabyne over a ten-year period and up to 28% flow long-term.

The first minimal environmental flows were returned to the Snowy River on 28th August 2002 with the closure of the Mowamba Aqueduct, which had diverted the Mowamba River into Jindabyne Dam. The closure of the Aqueduct permitted the Mowamba River to once again flow down its natural course to its junction with the Snowy River, a few kilometres below Jindabyne Dam. 

However on 31 January 2006 during NSW Government’s attempted sale of the Snowy Hydro Scheme the Mowamba Aqueduct was re-opened and the Mowamba River re-diverted back into Jindabyne Dam effectively cutting the Snowy River off from any surrogate natural headwaters.

During the three and a half years the Mowamba Aqueduct was closed, a total volume of 65.6 Gigalitres flowed down the Mowamba River to the Snowy below Jindabyne Dam. According to the Snowy legislation, which came into effect in June 2002, the Mowamba water was deemed a ‘water debt’ against Snowy Hydro Ltd as the water was regarded as ‘borrowed ‘ by the Snowy River from the Snowy Scheme! The Mowamba Borrowings Account, as it is known, thus had to be repaid to Snowy Hydro Ltd from the Snowy River’s annual environmental allocation as water savings were progressively acquired in the western river systems by Water for Rivers. 

In effect, the Snowy Scheme had ‘borrowed’ more than 40,000 gigalitres from the Snowy River over forty plus years, compared to a mere 65.6 gigalitres returned to the Snowy River via the Mowamba River over three and a half years, but the Mowamba water then had to be paid back. The Snowy River and the communities affected by the diversion of at least 95% of the Snowy headwaters for four decades received no compensation. However when a comparatively negligible amount of water was given back to the Snowy River, the Snowy River then had to repay it, and on top of that the three government shareholders of Snowy Hydro Ltd have decided that Snowy Hydro is entitled to compensation for repayment of that ‘borrow’ being brought forward.

To date repayment of the Borrowings Account has effectively capped Snowy River flows at 4% annual flow below Jindabyne Dam, compared to the legislated target for June 2009 of 15% and the target for 2012 of 21%. The serious environmental consequences of the continued low flows due in part to the required repayment of the Borrowings Account was highlighted by the Snowy Scientific Committee, in its December 2009 options paper, The Mowamba Borrow and its effect on rehabilitating the Snowy River. However at that time neither the Commonwealth nor the two states acted upon the Scientific Committee’s recommendation to address the issue as a matter of urgency. Again, in April 2010, the Federal Water Minister refused to consider paying out the Borrowings Account even though the cost of temporary water had fallen to $60/Mgl in which case the Borrowings Account could have been cleared for $3.3 million.

Repayment of the Mowamba Borrowings Account from the accumulated Snowy River annual allocation has been slow. At the end of the last Water Year (30th April 2010), 56.3 gigalitres was still outstanding. No one denies that drought has had an impact, nevertheless the State and Commonwealth Water Ministers continue to blame the drought as the sole reason for the lack of progress on the legislated increased flows and repayment of the Borrowings Account when in actual fact Government action and inaction has played a major part. 

Firstly, both the Victorian and NSW Governments have failed to release any allocation on the environmental entitlements from two key water infrastructure projects earmarked for the Snowy River. In the case of Victoria, any allocation on17 gigalitres of water savings entitlements from the Central Goulburn Channel Automation project which was due to be signed over to the Snowy in 2009 will instead be diverted to Melbourne via the north-south pipeline for two years. In the case of NSW, for two years no allocation was made on 20 gigalitres of entitlements from the Barren Box Swamp project even though similar water in the Murrumbidgee system had 95% allocation on entitlement. If the accumulated total from those two projects had been delivered to the Snowy at the beginning of the 2010/11 water year (1st May 2010), the Mowamba Borrowings Account would have been close to paid out and considerably less compensation owed to Snowy Hydro Ltd.

Secondly, Water for Rivers the joint government authority funded to obtain the water savings to off-set Snowy River environmental flows has faced a tripling or more of costs due to increased competition from various government funded water recovery initiatives. As a consequence a significant proportion of the environmental water entitlements obtained by Water for Rivers are general security or low reliability which have a low allocation (if any) on entitlements and thus deliver little real water to the Snowy most years. Consequently, the Snowy River annual allocation has remained low
 and the repayment of the Borrowings Account from the Snowy River annual allocation, with any water above the minimum 38 gigalitres required for release down the Snowy, was severely limited. Water for Rivers requires major increased funding if it is ever to deliver 21% annual flow in real water rather than paper water, much less deliver the minimum 28% environmental flow required to restore the Snowy. 

Thirdly, and most importantly, if the three governments had agreed to pay out the Borrowings Account by amending the Snowy Water Licence following the recent first Five-Year Review of the Licence no compensation would have been owed under the Snowy Hydro Corporatisation Act
. The two state governments could have purchased 56.3 gigalitres of temporary water for a mere$3.3 million to payout the Borrowings Account but no compensation would have been triggered. In addition, the Licence could have been amended to permit permanent environmental flows down the Mowamba River as well as from Jindabyne Dam, providing a major environmental benefit to the Snowy River, and no compensation would have been triggered. Instead the NSW Government ignored submissions in this regard from Victoria and the Commonwealth, as well as from the Snowy communities. The Commonwealth has since agreed to the Licence variations, unilaterally given effect by NSW on 1st May 2010, despite the fact that none of those variations delivered any improvements for the Snowy River.

If the Borrowings Account is paid out this water year as promised, it will result in an additional 2% annual flow being released to the Snowy in 2010/11, lifting flows from 4% to 6% annual flow below Jindabyne Dam, and in the 2011/12 Water Year an additional 2.7% will lift releases to nearly 9% annual flow. Snowy River Alliance welcomes the prospect of any additional flows for the Snowy River.  LC 26.8.10

� Corporatisation of the Snowy Mountains Hydro-electric Authority, Draft Environmental Impact Statement, Department of Industry, Science and Resources, Canberra June 2000, p48, Fig.4.6.


� There can be up to nearly two years delay between listing of Snowy entitlements on the NSW Environmental Entitlement Register and allocations on those entitlements being made available for release to the Snowy by the NSW Office of Water. This unnecessary delay has also contributed to the slow repayment of the Mowamba Borrowings Account.


� The first Five-Year Review is specifically a review of Snowy River environmental flow provisions. It is the only time


in the 75-Year term of Snowy Hydro’s water licence that changes can be made without risk of potential compensation.
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The Snowy River must flow again.


