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Abbreviations and Acronyms 

DSE   Department of Sustainability and Environment 
EOI  Expression of Interest 
ORR  Office of Regulation Reform 
 
Berth types: 

Exclusive – 24 hour and 7 day exclusive use and access to a berth 
Scheduled – A 30 minute allotted time period within a location and site. 
Shared – Pick up and drop off only. Currently no fee applies. 
Quick stop – Pick up and drop off. Proposed fee to apply. 

 
Committee of Management  
A committee of management gains its powers under the Crown Land (Reserves) Act 1978. The 
powers given under the Act enable the committee to: 

• manage and develop the reserve; 
• undertake financial transactions, including borrowing money (incorporated committees only, 

with the Victorian Treasurer’s consent) and entering contracts; 
• negotiate leasing and licensing arrangements for all or part of the reserve (subject to 

Minister’s approval); 
• employ people; and 
• enforce regulations. 

 
Competitive neutrality policy 
Publicly owned entities engaged in significant business activities are subject to competitive 
neutrality policy. The policy helps to ensure that Government businesses do not enjoy any net 
competitive advantage as a result of their public sector ownership. Such advantages can create an 
uneven playing field and distort resource allocation throughout the economy. Further information is 
provided in Victoria’s Competitive Neutrality Policy on the Victorian Competition and Efficiency 
Commission (VCEC) website.  
 
Cost recovery 
The recuperation of the costs of government provided or funded products or services that, at least 
in part, provide private benefits to individuals, entities or groups, or reflect the costs their actions 
impose. Further information is provided on the Department of Treasury and Finance website. 
 
Free riding  
When a person who receives the benefit of a good avoids paying for it.  
 
Operator  
Trading vessel operators providing a private commercial service such as taxi services, tourist 
cruises, corporate and private cruises and functions with food and beverages, and regular ferry 
services. 
 
Waterways land  
The banks and bed of the waterway plus twenty metres either side of the stream excluding 
Reserved Crown Land. 
 
Waterways land manager 
The delegated manager responsible for waterways land under the Water Industry Act 1994. The 
waterways land manager for the Yarra berths is Parks Victoria. 
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Executive Summary 

 
The Minister for Environment and Climate Change has requested the Department of Sustainability 
and Environment (DSE) to lead a review of the policy framework for berthing licences for the Yarra 
River and advise of options for a new policy framework for licensing arrangements. 
   
The request of the Minister is in response to a history of disagreement between operators and 
Parks Victoria on the management and licensing of trading vessel operator berths at Southbank 
and Federation Wharf (previously Princess Wharf).  Appendix 1 illustrates the location of berths. 
 
In summary, operators have expressed concerns over the: 

• method of allocation of licences;  
• associated pricing of licences;  
• engagement and communication with licensees; and  
• nature and level of services.  

 
Parks Victoria expressed its concerns over the: 

• non-compliance with licence terms; 
• non-payment of fees; and 
• poor behaviours between boat operators.  

 
The scope of the paper is contained within the waterways land management responsibilities of 
Parks Victoria at Southbank and Federation Wharf, however, the recommendations of the review 
have been developed with a view to their potential application to new berthing sites at other 
locations along the Yarra and to other trading vessel berthing precincts. 
 
The objective of the review is to develop a new policy framework for licensing arrangements that: 

a) is fair and transparent; 
b) is cognisant of government policy objectives for the broader development and management 

of access to Melbourne waterways; 
c) is consistent with government policy on cost recovery and competitive neutrality. 

  
The review was intended to: 

a) capture and understand current issues from the perspective of key parties; 
b) understand whether legislation, licensing and allocation arrangements and services 

provided to operators and processes contribute to these issues; 
c) identify and consider policy principles and options for any future licence agreements; 
d) advise on a new policy framework for berthing licences including licensing/contracting 

arrangements, pricing and access allocation; and 
e) advise on implementation of any new policy framework. 

 
The complete Terms of Reference for the review are provided in Appendix 2. 
 
An implementation plan will be developed following consultation and endorsement of the final 
policy framework. 
 
As part of the review, the following policy principles have been developed to underpin the 
framework.   
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Principles 

The framework should: 

 

Apply the government’s policy of cost recovery and competitive neutrality and in doing so: 

• Support the allocation and use of berths that generate maximum value. In doing so they 
should support allocation to users who value the berths most highly (efficiency). 

• Provide equity of access to all participants (i.e. open to new entrants and enable a 
diversity of activities) (equity). 

• Be fair and transparent whereby all participants have access to the same information, 
opportunities and processes.  

• Give flexibility in the design of berths as well as to the delegated waterway land manager 
and users to respond to changing circumstances that may impact on the value of the 
licence. 

• Provide for sustainable, effective and efficient management of the public land estate for 
the benefit of future generations. 

 

 
There are important lessons to be learnt from the licensing framework introduced in 2005. Broadly 
the key findings are that there is a need for a berthing licensing framework that is more efficient, 
transparent and flexible.  
 
The recommendations set out below, support efficiency, transparency, and flexibility by 
recommending the use of a competitive market allocation method – specifically a combinatorial 
auction method is assessed as being the most consistent with the principles.  The 
recommendations support replacement of scheduled berths by a combination of exclusive and new 
‘quick stop’ berths.  They support flexibility in the design of berths and decoupling allocation of 
berths from ticket booths, and the sub-letting or sale of berthing licenses.  Improved transparency 
is provided for in recommendations addressing the allocation process, terms and conditions, 
services and obligations, and more regular communications with operators. 
 
A policy shift proposed by the review is that the licensing framework should have a narrower focus 
and not be used as a mechanism to activate or develop the river for tourism purposes. 
Encouraging tourism and the development of the river are important and valuable policy objectives 
but a berthing licence framework has been a clumsy tool for achieving these objectives. 
 
Parks Victoria is not the only waterways land manager that can fulfil the berthing licence 
management role.  There may be an opportunity for local governments such as the City of 
Melbourne to provide a more consistent approach to the management of berths along the length of 
the river and at Docklands.  Local governments may be better placed to partner with state tourism 
and development portfolios to realise the vision for the future of the river.  Parks Victoria would 
focus more on its regulatory role in managing the waterways and step away from managing the 
berths and banks of the river.  This option will be further explored during public comment. 
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Draft recommendations 
 

The review makes the following recommendations: 
 
Principles 

 
1) The principles above be adopted 

 
Berthing facilities and ticketing booths 

 
2) That for flexibility: 

• the location of a berth within a site should not be pre-determined; 
• the lengths of berths should not be pre-determined. 
• the rights to ticket booths are decoupled from particular berths in the allocation process 

3) That only exclusive and new ‘quick-stop’ berths are made available. 
4) That some additional work to understand the respective demand for, and value of, ‘quick-

stop’ berths be undertaken. 
 
Cost of service 
 

5) That the waterway land manager sets a reserve price based on appropriate costs of 
service delivery and opportunity costs. These should be validated by an external and 
independent third party. 

6) That further work be undertaken to determine where the costs of dredging be attributed.   
 
Allocation 

 
7) That to meet the government’s objectives for cost recovery and in particular efficiency, the 

market should set the price of berths and that a competitive allocation method be utilised 
to determine berth allocation. 

8) That the competitive allocation process allows operators maximum flexibility to create their 
offers, such as that of the combinatorial auction. 

9) That over time, berth licence terms are adjusted to enable all berths to become available 
at the same time. 

 
Licence terms and conditions 

 
10) That the licence term be ten years if moving to an auction system. 
11) That operators be permitted to sub-let or share their berths (and slots) subject to terms 

and conditions. 
12) That the licence provisions allow for the ticket booths to be traded separately to berths. 
13) That berths be offered on an exclusive basis, with the option for operators to put in offers 

to share berths on an exclusive basis. 
14) That the terms, conditions and restrictions within the licence be directly related to the 

activities of berthing. 
15) That the conditions for removal of licence be made explicit. 
16) That there are no restrictions on the transferability of licences other than those pertaining   

to the original use of the licence. 
17) That the licence allows for the trading or sub-letting of berth licences and ticket booths 

independently of each other. 
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Services and obligations 

 
18) That the licence: 

• outlines the obligations of both parties; and 
• specifies what action can be taken by each of the parties if obligations are not met 

19) That the waterway land manager meets quarterly with all operators and records minutes 
and actions arising at each meeting for circulation amongst all parties 

 
Alternative service providers 

 
20) That an alternative model for the management of the berths along the Yarra and its 

tributaries (for the areas that are currently managed by Parks Victoria) be explored with 
relevant local governments. 

 
 
 
Process for providing comment 
Written comments on the draft are welcomed.  Please send your comments to 
Yarra.Berths@dse.vic.gov.au or mail to Department of Sustainability and Environment, Level 3, 8 
Nicholson Street, East Melbourne, VIC 3002, marked attention Helen Fedoroff.  Please ensure that 
you refer to the relevant recommendation or page number in providing comment.  Please note that 
comments will not be treated as confidential.  The public comment period closes 22 July 2012. 
 
Next steps 
Following the end of the public comment phase the review will be finalised and an implementation 
plan prepared. Issues raised during the public comment phase and responses to these issues will 
be provided to all submission makers and made available on the DSE website. These documents 
will be made available publically and there will be consultation on implementation with key 
stakeholders. 
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2012 REVIEW OF POLICY FRAMEWORK FOR 
YARRA RIVER BERTHING LICENCES 

1. PURPOSE 

The purpose of this consultation draft is to outline current arrangements, understand key 
stakeholder views (operators and Parks Victoria), and identify options for a new policy framework 
for licensing arrangements. 
 
 

2. CURRENT ARRANGEMENTS 

This section of the paper provides background material about current licence holders and 
management arrangements on the Yarra River.  It briefly outlines key legislative provisions that 
govern the issue of berthing licenses and conditions. 
 

2.2 Current operators and waterways land management 

 

2.2.1  Operators 

 
There are currently eight trading vessel operator businesses (three being held by the same 
proprietor) running a range of commercial services along the Yarra. 
 

Businesses Location and area of operation 

Melbourne River Cruises 

Melbourne Cruising Restaurants 

Southbank, Federation Wharf and Banana Alley 

City River Cruises Operates along Yarra and Docklands and is 
based at Federation Wharf 

Melbourne Water Taxis Generally operates from Hawthorn to 
Williamstown and Anglers Tavern to Docklands 

Williamstown Bay and River Cruises Operates along the Yarra, Maribyrnong, 
Hobsons Bay and Docklands, and is based at 
Southbank 

Classic Steamboat Cruises Operates along Yarra and Docklands and is 
based at Southbank 

 
This sector is largely made up of family owned and operated businesses.  The different products 
provided include taxi services, tourist cruises, corporate and private cruises and functions with food 
and beverages, and regular ferry services.  Most of the operators have been in this business for 
many years. 
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In 2006 these operators signed a berthing licence agreement with Parks Victoria (as delegate for 
the Secretary).  Five years later, at the end of October 2011, these operators signed another 
agreement to take up their existing licence conditions for a further five years1.  The 2011 
agreement required operators to pay all outstanding debt overdue under the initial licence period of 
the licence within a six month period. 
 

2.2.2  Waterways land managers 

 
There are different waterway land management arrangements for berthing operations along the 
Yarra River:  
 

• Parks Victoria is the Committee of Management and delegate of the Secretary for 
management of both water and waterways Crown land upstream of the Bolte Bridge;  

• City of Melbourne is the Committee of Management responsible for waterways land on 
reserved Crown land at Docklands; 

• Parks Victoria is the appointed local port manager for the Port of Port Phillip Bay 
(downstream of the Bolte Bridge) under the Port Management Act 1995, and is waterways 
manager under the Marine Act 1988. 

 

2.3 Berthing licences  

 
A berthing licence is issued under section 135A(1) of the Water Industry Act 1994 (Act), which 
entitles the Minister to grant a licence with respect to waterways land for the purposes of a jetty or 
mooring.  This section has been delegated in its entirety to Parks Victoria.  This means that 
delegated Parks Victoria officers are able to issue licences, set terms and conditions and fix fees. 
 
Pursuant to section 135A(6) of the Act, a licensee cannot transfer or assign their interest in the 
licence without the prior written consent of the Minister.   Further detail on the legislation, including 
berth licence conditions is set out in Appendix 3.  Other licences required by operators such as the 
Trading Vessel Operator licence are not considered in this review.  
 
 

3. 2005 LICENCE ALLOCATION PROCESS 

This section of the paper provides a summary overview of the 2005 process for allocating 
commercial berthing licences. 
 
 
 
 

                                                 
1 If as a consequence of the Review, a new berthing policy is established (New Berthing Policy) the Licensee may serve 
written notice to terminate this Licence at any time after the date that the Licensee is informed of the New Berthing Policy 
(Licensee Termination Notice) to enable the Licensee to enter into a new agreement for the Licence Area or another 
berth under the New Berthing Policy or otherwise. 
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3.1 Expression of Interest – October 2005 

 
In October 2005, Parks Victoria conducted an Expression of Interest (EOI) to reallocate 
commercial berthing licences at the Southbank and Federation Wharfs on the Yarra River.   
 
The EOI process was conducted in accordance with government policy.  The government of the 
day accepted the recommendations, objectives and principles set out in the Office of Regulation 
Reform (ORR) report Yarra River Traffic: Managing Access (2001). Parks Victoria’s objectives, 
consistent with the ORR recommendations and policy, were to: 

• use Crown Land efficiently by ensuring that valuable commercial berthing space is utilised 
to its maximum potential; 

• provide equity of access to operators; 
• promote new market entry and competition between operators; 
• improve the customer experience; and 
• promote sustainability of the commercial passenger boat industry. 

 
Parks Victoria sought a valuation of the berths from the Valuer-General. Values are noted in Table 
1. Consistent with government policy the purpose of seeking the valuation was to use it as a bench 
mark to measure the responses to the competitive expression of interest process.  
 
Table 1 

Exclusive berths $ per metre per annum 

Southbank berths 18 metres $20,000 to $25,000 

30 metres $28,000 to $30,000 

Princess Wharf berths 30 metres $20,000 to $30,000 

Southbank ticket booths $5,200 per annum 

 
No reserve price, based on the cost of service delivery, was set by Parks Victoria. (Reserve prices 
are further discussed in Section 6.3). 
 

3.2 The offer 

 
Expressions of Interest were advertised in the Herald Sun on 19 October 2005, closing on 16 
November 2005. Offers were sought for berths at Southbank, Princess Wharf (now Federation 
Wharf), Gem Pier and Ferguson Pier2. Two types of berths were offered: 

• exclusive – 24 hour, 7 day exclusive access; and 
• scheduled – where berths were available for use in scheduled 30 minute time slots over a 

24 hour period (inclusive of an extended overnight berth offer)3. 
 
Locations that contained both exclusive and scheduled berthing also contained one shared berth in 
accordance with the ORR recommendations and policy.  Shared berths were free and were not 
part of the EOI offer and allowed for pick up and drop off only4.  Access to ticket booths was also 
part of the EOI process.   
                                                 
2
 Gem and Ferguson Pier are out of scope for this review. 

3
 Market rates for scheduled berths, determined by the Valuer General’s office, ranged from $1 to $10 per slot, depending 
on the day and time of day. 

4
 Shared berths are a free offer. Holders of either an exclusive or scheduled berth at a specific location are not permitted 
to access the shared berth at that same location.   
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The configuration and sizes of the berths were pre determined by Parks Victoria in response to 
ORR recommendations and policy to: 

• adjust the mix of exclusive and scheduled berths with a view to achieving greater efficiency 
of limited berthing space (at the time);  

• create livelier boating destinations by attaining higher levels of usage; 
• ensure Crown land from the base of upper promenade to the lower promenade access 

steps at the three locations remained unencumbered, so as to enable future installation of 
access landings for floating infrastructure;   

• provide opportunities to a greater number of operators and facilitate market entry; and 
• avoid potential market dominance by a single operator. 

 
There were three pre conditions as part of the EOI process, again to address ORR 
recommendations and policy: 

• proponents were eligible for no more than one exclusive berth at each of the main 
locations; 

• proponents who obtained an exclusive berth at a particular berthing location were ineligible 
to use a scheduled or shared berth at the same berthing location. This was to enable 
unsuccessful proponents or new entrants access to these locations; and 

• proponents were not permitted to book consecutive slots (more than 30 minutes) at a given 
scheduled berth. This was to prevent proponents from booking slots for the full day and 
limiting the access of others.   

 
Pre conditions were designed to provide opportunities to a greater number of operators and to 
facilitate market entry.  The outcome of the EOI was that proponents only lodged bids for the 
exclusive berths. No interest was expressed in the scheduled berths.  
 
Noting that some operators would not be successful in securing an exclusive berth, proponents 
were asked by the selection panel5 to submit a second EOI by 2 December 2005. In addition, as a 
result of the lack of interest in scheduled berths, Parks Victoria converted two scheduled berths 
(SG 5 and PW 5) to exclusive berths, giving rise to a remaining five exclusive berths to be 
allocated (SG 1,4 and 5 and PW 4 and 5).  Appendix 1 shows berth locations.  
 

3.3 Assessment of Expressions of Interest 

 
Proponents were interviewed and a due diligence process carried out as part of the assessment 
process.  EOI’s were assessed for best fit against all of the following criteria: 

• the financial offer (for access to exclusive berthing, exclusive ticket booths and joint ticket 
booths); 

• provision and quality of the project proposal and business plan; 
• range and frequency of services offered (including seasonality of time bookings); 
• managerial and technical resources (including vessels); and 
• operational track record and experience. 

 
Three proponents made successful offers (for Southbank (SG) 2 and Ticket booth (TB) 2; SG3 and 
TB 3; Princess Wharf (PW2 and PW 3).   
 
Following formal closure of the EOI, Parks Victoria entered into private treaty negotiations with the 
remaining five proponents.   

                                                 
5
 The selection panel comprised three Parks Victoria officers and a Director of Pricewaterhouse Coopers as Chair. 



 
 
 
 
 

Consultation Draft – DSE Review of Policy Framework for Yarra River Berthing Licences 
13 

 
Finalisation of the EOI berth allocation was deferred until post 26 March 2006 so as to ensure no 
disruption to commercial passenger tourism during the 2006 Commonwealth Games. 
 
Berth access was provided to operators on 1 May 2006.  Berths were offered for five years with a 
five year option to renew for exclusive licences, subject to performance review against the 
company’s business plan and compliance with licence terms and conditions6.   
 

3.4  Approach to valuation and total fees collected 

 
The Valuer General’s approach to setting a net maintainable fee in 2011 for the berthing licences 
and ticket booths is based on a comparison with other similar facilities. Differences in valuation 
between St Kilda, Williamstown and Southbank are attributed to the “superior location” at 
Southbank due to its proximity to retail and office outlets, closeness to public transport, existing 
and proposed licences for a substantial term, and it being a major tourist precinct7.      
 
Melbourne City Council8 has advised that the fee as at December 2011 for public berths at Victoria 
Harbour Docklands is $635 per metre per annum. The lower fee is attributed to the area still being 
under development and lack of security of tenure.  Operators can be asked to move or have their 
licences cancelled at any time to accommodate the development.  
 
Noting that four scheduled berths are currently vacant (as at January 2012), the current total fees 
collected, based on a variety of prices ranging between $24,333 and $60,833 per berth per annum, 
is $353,355 per annum.  

 

3.5 Service costs to Parks Victoria  

 

3.5.1 Services provided 

 
Parks Victoria provides the following services with respect to berthing licences: 

• allocation of berths;  
• asset management providing repairs and maintenance of infrastructure such as bollards 

and walkways; 
• dredging for the Yarra, at a higher level of frequency to accommodate the movement of the 

commercial trading vessels; 
• maintenance of the pump out facility; and 
• compliance and enforcement activities associated with licence conditions such as no 

spruiking, rafting or illegal berthing, and general adherence to the licence terms. 
 
As at December 2011 Parks Victoria has estimated that the cost to Parks Victoria associated with 
servicing the berths is $784,678 per annum. A breakdown is provided in Appendix 4. Of this 
$394,000 is attributed to dredging the waterway area described by Parks Victoria as the berthing 

                                                 
6
 Ten years is the maximum term allowable for licences under the Water Industry Act 1994 for licences on the 
waterways. 

7
 Valuation Report for Southbank Berths (SG 1-SG4), August 2011 

8
 Meeting with Waterways Program Manager, City of Melbourne, 1 December 2011 



 
 
 
 
 

Consultation Draft – DSE Review of Policy Framework for Yarra River Berthing Licences 
14 

licence footprint. This excludes the access and egress areas around the berthing licence footprint 
area and other parts of the Yarra to facilitate operator access, for example around Herring Island.   
 
The total fees collected represent approximately half of the estimated costs to Parks Victoria.  An 
analysis of these costs is provided in Section 6.3  
 
 

4. ISSUES RAISED DURING CONSULTATION 

This section provides a summary of the issues raised by the operators and Parks Victoria during 
consultation on the current licensing process and arrangements. Consultation involved 
independently facilitated workshops and a series of meetings9. 
 
The four major issues raised by operators were the high fees, transparency and fairness of the 
allocation process, disagreement over service levels, and the relationship issues with Parks 
Victoria.  
 

4.1 Licence fees 

 
Operators and the Association considered that the fees were too high and that the Expression of 
Interest process in 2005 was neither fair nor transparent. Specifically there was a view that the fee 
in 2005 had been set on the basis of one inflated EOI price from a new entrant to the market 
($50,000 per annum), who has since closed their business, with no rationale or transparency 
around the prices for the remaining berths. Operators felt pressured to sign up “on the spot”, “like it 
or lump it”, to a price set by Parks Victoria.  
 
In the context of the 2011 renewal process, operators were of the view that market conditions had 
declined considerably since 2005 and that the market value of their current licences should be far 
less than its original valuation in 2005.  Operators cited a number of factors including: 

• fewer operators, less demand and competition for berths, and more berths becoming 
available downstream;  

• a downturn in the economy and numbers of tourists, impacting on the viability of their 
business; and 

• greater competition from other sources of entertainment. 
 
As a result operators considered the value of licences should have been revisited before the end of 
the 5 year licence period.   
 
Operators and Parks Victoria representatives had varying views as to the appropriate length of 
licence, these ranged from ten to twenty one years.  
 

4.2 Allocation process 

                                                 
9
 Two workshops, one for Parks Victoria and one for Operators, were offered. In the case of the latter the workshop offer 
was declined and, as an alternative, individual consultations were held with each operator and the Charter Boat 
Association President. Consultations and the workshop were held in November 2011. A further independently 
facilitated joint workshop between Parks Victoria representatives and trading vessel operators was held in February 
2012 to discuss the 2005 EOI process to gain a better understanding of the points of agreement and differences 
between the parties. 
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The allocation process in 2005 was strongly criticised by operators, being perceived as lacking 
both transparency and fairness. Key issues cited by operators included: 

• berth sizes being artificially pre determined/designed by Parks Victoria (eg at 18 or 30 
metres in length).  Pre determination meant that operators were restricted as to which 
berths/areas they could tender for based on the size of their existing vessels; 

• putting up a 1st, 2nd and 3rd EOI for berths and then being given something different; 
• advice from Parks Victoria that there was a scarcity of berths10; 
• an EOI process and tender process being run together rather than as an initial EOI process 

followed by a tender process; 
• advice given to operators prior to the EOI process suggesting the fees would incorporate a 

package of services around “activating the waterways” that have since not eventuated. 
 
Section 3 describes the allocation process followed in October 2005.  The allocation process was 
designed to deliver the government policy of the day, as set out in the ORR report.  
 
 

4.3 Administrative and regulatory burden 

 
Some operators advised that the amount of effort and work required to tender for berths was 
considerable and well in excess of what they felt should be required for berths.   
 
There was also comment by operators on the need for multiple licences for the operation of their 
business and multiple reporting requirements to different agencies. 
 
The issue of multiple requirements on operators will be further considered in the concurrent DSE 
review of the Water Industry (Waterways Land) Regulations 2002. 
 

4.4 Service levels 

 
Operators complained of poor service levels. Examples given include: 

• poor signage and amenity at Southbank and Federation Wharfs; 
• poor access to and from vessels – variations in tide pose a safety hazard for embarking 

and disembarking and, in some cases, stairs are not aligned to the berth configuration; 
• lack of maintenance contributing to poor amenity or causing damage to boats; 
• vandalism and lack of security (particularly at night) resulting in additional costs to the 

operator for increased security or alternative berthing arrangements at night. 
 
There is also evidence of some overlap and confusion about services.  For example, the 2006 
Licence for Princess Wharf for Melbourne Cruises Pty Ltd indicates that maintenance of the licence 
area is the responsibility of the licensee holder. The maintenance of the licence area is also the 
responsibility of the waterways land manager, in this case Parks Victoria.  
 
Inconsistency in enforcement activities was also raised as an issue.  Operators considered Parks 
Victoria was selective as to what and when they chose to enforce.  An example given was 
enforcing requirements not to exceed their allocated berths at any one time but not implementing 
the one berth one vessel policy or addressing rafting. 
 

                                                 
10

 This situation is changing with the development of the river and Docklands to provide additional berths. 
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Parks Victoria noted that it was a complex and lengthy exercise to default an operator if they were 
not complying with licence conditions. Parks Victoria noted that warnings issued by Parks Victoria 
staff were largely ignored. Further Parks Victoria advised that a number of operators reported 
threatening and bullying behaviour by other operators. Parks Victoria also explained that it felt a 
need to include conditions relating to service quality in the licence because of complaints it 
received from the clients of operators. 
 
Parks Victoria advised that it has good working relationships with some operators but both 
operators and Parks Victoria described the relationship as increasingly strained over recent years. 
Operators felt that this was in part due to continual changes in staff and the discontinuation of 
regular meetings.  There was also a perception amongst some operators that Parks Victoria had 
invested in a vessel that could potentially provide for “upmarket tours” in competition with them. 
This may also have contributed to the poor relationship. 
 
These issues point to a need to document and clearly communicate service levels, to ensure 
regular communication, and have effective mechanisms to air and resolve differences and to 
streamline enforcement.  
 

5. CURRENT POLICY CONTEXT  

This section of the paper outlines the role of government in providing for the access and use of 
public land for commercial gain and the key policies applied. 
 

5.1 Role of government  

 
The role of government, through DSE and its service delivery agencies, such as Parks Victoria, is 
to manage public land and other natural resources on behalf of the community in a sustainable, 
efficient and effective manner that incorporates economic, social and environmental values and 
uses. 
 
Government can protect and improve the sustainability of the land and other natural resources 
through the allocation of property rights or resource entitlements in the form of leases, licences and 
permits. Allocation also seeks to ensure that those that receive private benefits from the use of, or 
access to, the land or natural assets, or who give rise to the need for regulation, pay an 
appropriate share of costs.  
 
In summary public land estate management agencies seek to deliver the following outcomes: 

• community benefits from Victoria’s public and private land assets; 
• effective social and environmental policy and regulation to deliver sustainable outcomes 

and protection for future generations; and 
• a reasonable return on the exclusive use of public land estate assets, conferred through a 

range of consents11. 
 
 
 
 
 

                                                 
11

 Consents mean licences, leases and permits. 
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5.2  Cost Recovery 

 
Government policy is that cost recovery should be achieved for goods or services that, at least in 
part, provide private benefit to individuals, groups or entities, or reflect the costs that their actions 
impose. In doing so cost recovery supports both equity (those who benefit from an activity bear the 
costs) and efficiency principles (by optimising levels of investment as the greater the activity is 
valued the greater the investment and value to society).  
 
Government policy is for fees and user charges to be set on a full cost recovery basis as this 
ensures efficiency and equity objectives are met. Put simply, cost recovery is the recuperation of 
the costs of products or services provided by or funded by government that provide private benefits 
where these would not otherwise be practical.  In this case, these are the costs to Parks Victoria in 
providing operators with access to, and use of, the river recovered through berthing licences.   
 
The objectives of cost recovery relate to: 

• efficiency – to deliver value for money, improved access to products and services and 
competitively priced products and services; 

 
• equity to ensure that those who benefit from products/services pay for them and not the 

general tax payer, and to ensure competitive neutrality (see below); and  
• fiscal sustainability. 

 
Further detail on cost recovery objectives and competition policy principles can be found on the 
Department of Treasury and Finance website. 
 
Cost recovery arrangements should ideally be consistent with, or complementary to, overarching 
outcomes government seeks. While full cost recovery is the basic principle, there may be instances 
where full cost recovery may undermine other government objectives. An activity may generate 
educational, health, environmental or economic benefits or costs, and by under or over charging 
for the activity, government may improve the overall benefits for the community.12  
 
The costs and benefits of under or over charging must be quantified and compared with alternative 
actions. For example, government may seek to encourage tourism activities on and adjacent to the 
river. In these instances the benefit and costs that the other activities receive and or generate need 
to be quantified. These quantified benefits would then be compared against other potential 
government investments to tourism development. Once benefits and costs have been quantified 
government can decide how it wants to support activities and how it will recover its costs.  
  
Section four explains that in the view of the operators the costs of licences is too high. However 
section two indicates that the licence revenue does not cover the costs of services provided by 
Parks Victoria.  
 

5.3 Competitive Neutrality 

 
The Competitive Neutrality policy should also apply where a similar service is provided by 
Government. Publicly owned entities engaged in significant business activities are subject to 
competitive neutrality policy. The policy helps to ensure that government businesses do not enjoy 

                                                 
12

 Over charging (for example through a tax or levy) can limit negative impacts of an activity, such as pollution, by 
capturing its full costs to society.  
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any net competitive advantage as a result of their public sector ownership. Such advantages can 
create an uneven playing field and distort resource allocation throughout the economy.  
 
Where the government, or a government agency, undertakes a ‘significant business’13, it may be 
appropriate for charges to be set at a price that exceeds the direct costs of providing the 
good/service, in order to compensate for any net advantages that government has in delivering the 
good and or service. The government’s Competitive Neutrality guidelines provide more examples 
and costing methodology to help practitioners to work out the appropriate charges.  

Competitive neutrality would be a consideration if for example government, whether local or state, 
was to provide a commercial taxi service on the Yarra. 

 

5.4 Other policy considerations 

 
The ORR report established government policy settings in relation to the competitive allocation of 
berthing licences. In 2005, following the release of the ORR Report, the Yarra River was also 
subject to other policy settings relating to the planning and development of the river precinct 
including tourism, amenity and recreation. The Two Rivers: Water and Land Access Plan 2004 
sought to activate the river.  
 
Water safety requirements were also a consideration.  
 
In summary, the main policy drivers at that time were to: 

• create a climate of fair treatment to all businesses operating on the river; 
• open up the commercial passenger boat industry and allow businesses on the river to grow 

and develop; 
• smoothly absorb the growth in tourism and sporting activities on and alongside the river, in 

a manner that would ensure the river’s continued good public safety record. 
 
The ORR report also paved the way for the introduction of a code of conduct intended to lead to 
harmonious relations between the various groups on the river’.14  
 
Parks Victoria has highlighted the role it has played in activating the river and improving amenity in 
response to the ORR report and policy. It has also noted its core role is as a manager and 
regulator of land and waterways, as distinct from providing guidance to operators and monitoring 
the performance and quality of the services available.  With respect to the 2005 berthing licensing 
process Parks Victoria has suggested that any future role with respect to berths and activating 
space for tourism on the waterways should be made explicit and clearer to avoid confusion as to its 
primary purpose and role. 
 
Cost recovery and competitive neutrality are fundamental government policy settings for leasing 
and licensing of public assets and provision of services.  The overall vision for the planning and 
development of the Yarra was also an important policy consideration that was included in the 
design of the process for issuing berthing licences. The integration of a broader development 

                                                 
13

 A ‘significant business’ includes consideration of whether the activity: could be considered a business activity — 
involving the sale of a good or service, with the cost met predominantly by users, with actual or potential competitors, 
and where the manager has discretion over the production of the good/service and/or price, and is ‘significant’ in the 
context of the market for that good or service — given the size and influence of the business activity in the relevant 
market. 

14
 Yarra River Traffic: Managing Access Final Report 2005 – Introduction by Minister for Small Business. 
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policy agenda for the Yarra into the issue of berthing licences made the 2005 allocation process 
more complex and less transparent. 
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6. DISCUSSION 

Section 6 outlines a proposed policy framework for Yarra River Berthing Licences including 
principles, options for allocation, and recommendations. 

 

6.1 Principles 

 
The following principles were developed to underpin the policy framework for berthing licences.  
The framework should: 
 

a) Apply the government’s policy of cost recovery and competitive neutrality and in doing so: 
• Support the allocation and use of berths that generate maximum value. In doing so they 

should support allocation to users who value the berths most highly (efficiency). 
• Provide equity of access to all participants (i.e. open to new entrants and enable a 

diversity of activities) (equity). 
b) Be fair and transparent whereby all participants have access to the same information, 

opportunities and processes.  
c) Give flexibility in the design of berths as well as to the delegated waterway manager land 

manager and users to respond to changing circumstances that may impact on the value of 
the licence. 

d) Provide for the sustainable, effective and efficient management of the public land estate for 
the benefit of future generations. 

 
Recommendation 
 

1) That the principles above be adopted.  
 

6.2 Goods (property rights) to be allocated   

 
The goods or property rights to be allocated are the rights to the use of berthing sites at Southbank 
and Federation Wharf and ticketing booths at Southbank.  

 

6.2.1 Berthing Facilities  

 
Berthing facilities can be characterised as different lengths of concrete that can be marked out at 
various sites along the public walkways of the Yarra River. Bollards are placed at regular intervals. 
In most cases there is no natural or physical boundary that sets out the length of berth rather it is 
the length of the vessel and the nature of the service provided (water taxi, short cruise along the 
Yarra, longer cruise across the Bay) that creates the ideal length and position of the berth.  
 
Along the length of concrete at each site there are several features that may be valuable to the 
various operators. Some of these benefits relate to the site. For example Southbank is considered 
one of the most attractive sites given the volume of passing foot traffic.  For others it may be 
specific features at the location within a site, such as proximity to stairs, (as at Federation Wharf, if 
appropriately aligned with vessel egress points when moored), or amenities such as nearby toilets 
or café’s.  A vessel operator relying on passers-by will value a location with high foot-traffic more 
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than another operator that has pre-booked cruises. Features such as stairs near the waterfront 
mean easy loading of passengers for some types of vessels but may not represent any benefit to 
other operators.  
The characteristics of the vessel and service provided (e.g. height, length, points of entry and exit 
and whether or not the service includes food and beverages that require access to storage and 
loading facilities), also influence preferences as to where the best value site and location is for 
each vessel.  
 
Some operators expressed a preference to secure a length of berth that was approximately two 
metres greater than their vessel to provide a safe distance from nearby vessels when navigating or 
mooring and to minimise impact of wash.  
 
Operators will have various and varying preferences regarding which site, which location and the 
length of berths that are valuable to them. These preferences may be expressed in terms of 
willingness-to-pay for a specific length of berth at a specific site and at a specific location within the 
site.  
 
The characteristics of the vessel and the type of service offered make it difficult for Parks Victoria 
to estimate which site and which location may be the best fit for each operator and/or vessel.  
 
Currently there are exclusive, scheduled and shared berths available to operators15. Feedback 
from operators and Parks Victoria suggests that the scheduled berths are underutilised and not in 
high demand. In contrast exclusive and shared (‘quick-stop’) berthing facilities are in high demand. 
Given the low interest in scheduled berths it is proposed to remove scheduled berths and replace 
them with exclusive and ‘quick-stop’ berths only. 
 
At present the relative demand for, and value of, quick-stop berths to exclusive berths is not 
known. There is no information that indicates the value that the quick-stop berths provide to 
operators, although they are provided at the highest value sites and location. Further the use of 
these berths is difficult to monitor as they are used to different degrees by the operators. Whilst 
some operators use them frequently others do not rely on the quick stop berths at all.  
 
Both types of berth should be appropriately priced so as to ensure no free-riding on the quick stop 
berths. Pricing for different types of berths might be best addressed through different mechanisms, 
for example, with a competitive process to establish market price for exclusive berths and a time-
dependent fee for using quick-stop berth facilities. Preventing free-rides on a quick-stop berth may 
require the introduction of a specific monitoring and enforcement system. 
 

6.2.2 Ticketing booths 

 
For some operators ticketing booths are a valued good to be allocated, as these facilities increase 
visibility and provide a means for operators to provide information and sell tickets, particularly as 
spruiking is prohibited. For others tickets can be sold online, or from office spaces at Banana Alley 
or Federation Walk, or on the day from the vessel16. 
 
At present ticket booths are linked to specific berths. While most operators are likely to prefer a 
ticket booth right next to their berth, they may still value having any ticket booth rather than none at 
all even if this was a bit further away from their berth. The value of the ticket booth is also linked to 

                                                 
15

 Exclusive berths create an exclusive right to the berth. Vessels may remain at the berth as long as they wish, day or 
night. Shared berths are available to any user but for passenger pick-up and drop-off only. In this review these will now 
be referred to as quick-stop berths. Scheduled berths provide for 30 minute timeslots (including an overnight option). 
16

 Ticketing facilities are scarce and providing additional facilities are very expensive. 
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the type of operation of the company. Some companies for example do not require ticket booths 
(selling advance tickets on line or as part of holiday packages) while others gain high value out of 
this facility. 
 
Recommendations 
 

2) That for flexibility: 
• the location of a berth within a site should not be pre-determined; 
• the lengths of berths should not be pre-determined. 
• the rights to ticket booths are decoupled from particular berths in the allocation process 

3) That only exclusive and ‘quick-stop’ berths are made available. 
4) That some additional work to understand the respective demand for, and value of, ‘quick-

stop’ berths be undertaken. 
 

6.3 Establishment of a reserve price  

 
Prior to the consideration of allocating the berths and any price setting, whether by the Valuer-
General or though market processes, a reserve price needs to be determined. A reserve price is 
the non-negotiable minimum price that potential buyers of resource entitlements would have to pay 
in order to hold an entitlement. 
 
The purpose of a reserve price in the allocation of berth access rights is to:  

• Ensure fair costs are recovered from private beneficiaries of public expenditure on the 
provision, maintenance and management of berths (i.e. reserve price reflects cost 
recovery)  

• Ensure that government receives revenue in excess of the value it would derive from 
allocating the berths to alternative uses (i.e. reserve price reflects opportunity cost).   

 
A reserve price is the price below which it is not worthwhile allocating berths to operators. It is a 
function of the costs imposed on government to manage and allocate berths (cost recovery), and 
the best alternative use of the site (opportunity cost). The reserve price should at a minimum 
recover these costs. The purpose of a reserve price is not to stipulate the market value for the 
berths. Reserve prices can help ensure that allocation processes are competitive and maximise 
revenue for the state. 
 
The reserve price should also reflect the value government would have for the site if it were not to 
be allocated to private operators, its opportunity cost. For example the public good derived from 
the site or the value it would generate if it were to allocate the site to other non-boating or boating 
enterprises.   
 
The reserve price should be established prior to, and independent of, the offers made for berths. 
Once a reserve price for berths has been established, ‘market value’ can be established via a 
competitive allocation process or via a Valuer-General assessment.  
 

6.3.1 Cost of service 

 

The Department of Treasury and Finance Cost Recovery Guidelines provide an overview of what 
and how costs can be recovered by agencies. These can be validated by an external and 
independent third party where required.  
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The review notes that the ongoing cost of service provision to Parks Victoria relative to the fees 
collected is high, with the single highest cost being that of dredging. Contractors are engaged by 
Parks Victoria to undertake this work on behalf of the trading vessel operators.  
 
Dredging costs include the area of the berthing licence footprint as well as access and egress for 
vessels to and from the defined berthing licence footprint and broader dredging of the waterway to 
facilitate access for example around Herring Island.  Dredging costs are not currently recovered 
and further work should be undertaken to determine how these costs might best be recovered 
noting both private and any broader public benefits of this service.  
 
Subject to some of the other recommendations of this review, notably licence terms and conditions, 
it may be anticipated that some of the direct costs associated with managing the licences could be 
slightly reduced.  
 

Recommendation 

5) That the waterway land manager sets a reserve price based on avoidable costs of service 
delivery (service provision, infrastructure maintenance, ongoing management including 
monitoring and enforcement activities) and one that considers opportunity costs. These 
should be validated by an external and independent third party. 

6) That further work be undertaken to determine where the costs of dredging be attributed  
 

6.4  Allocation  

 
There are occasions when Government implements and manages restrictions on the use of, and 
access to, public land and natural resources. These restrictions may come about naturally, where 
demand outstrips supply such as in the availability of berthing space at particular locations, or as a 
means by which Government manages scarce natural resources in a sustainable manner.  
 
In these cases, the way that the limited supply is allocated can have a significant impact on the 
overall benefits that society gets from the access to, or use of, the resource. Where there is excess 
demand for a good or service, because of limited supply, consideration needs to be given as to 
how to allocate the good or service.  
 

6.4.1 Options for allocation 

 
There are a range of allocation options, each with advantages and disadvantages, and the most 
suitable allocation method might be situation-specific. Options for allocation include: 
 

A) Rollover option. Allocating berths to the incumbent licensees, and then allocating any 
remaining berths on a ‘first in, first served’ reserve price basis and a combination of other 
selection criteria such as provision and quality of business plan, frequency and range of 
operator service offered, and managerial and technical resources. In this case berth 
configuration and their prices are pre-determined by government. Bids remain confidential 
between the participant and the land waterway manager. The Valuer-General would 
generally determine the prices, although consideration could be given to other appropriate 
agencies. 

 
B) A ‘first in, first served’ allocation basis to new and existing operators. For example, 

operators could submit an EOI with the first received on each berth being allocated the 
licence for that berth. As above, berth configurations and prices are pre-determined by 
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government and EOI’s could also be assessed against a range of criteria in addition to 
price submitted. Bids remain confidential between the participant and the land waterway 
manager. The Valuer-General would generally determine the prices, although consideration 
could be given to other appropriate agencies making price determinations (as in Option A). 

 
C) Sealed bid auction with set of assessment criteria. A sealed bid auction is a tender 

process where berths are pre-determined by government and participants can submit a 
tender (i.e. EOI) for these berths. In addition to price, tenders are often assessed on a 
range of other criteria, such as quality of the proposal and business plan submitted, range 
and frequency of service, and managerial and technical resources, to determine the 
winning tender. These remain confidential between the participant and the land waterway 
manager. When assessed against all criteria, often, though not always, the participant 
submitting the highest bid receives the berth at the bid price.  

 
D) Simultaneous multi-round auction17. An auction with pre determined berths where 

participants can submit bids for any of the berths simultaneously in a multi-round auction. 
The final allocation is determined when no participant increases their price for any of the 
berths. Price is the sole determinant of allocation. 

 
E) Combinatorial auction18. An auction with no pre determined berth configuration where 

participants are free to “design” the berths they wish to submit bids for (i.e. participants 
determine the location and the length of their preferred berths).19 The final allocation is 
determined when no participant increases their price or changes the design of their berth. 
Price is the sole determinant of allocation and prices submitted throughout the process are 
visible to all participants. 

 

6.4.2 Analysis of allocation options against principles 

 
Ideally the allocation process should determine the highest value use (and therefore price) of an 
area and also the combination and location of berths within it. 
 
Options A and B 
 
Pursuing Options A and B would be unlikely to result in the berths being allocated to those who 
value them most. That is, these options may not be consistent with the efficiency principle. For 
example, information on the values that commercial operators have for berthing entitlements is not 
known to the waterway land manager and they would therefore have difficulty in identifying those 
operators that have the highest value for the berthing entitlement. Operators may also have an 
incentive to understate their value for an entitlement because they would have profit maximising 
objectives.  
 
Options A and B would also engender equity issues. Contrary to the equity principle, neither option 
provides for equal opportunity of access, and option A in particular would be likely to be perceived 
by participants as not providing a level playing field, as there would be an incumbency advantage. 

                                                 
17

 The simultaneous multi-round (SMR) auction has been widely used, including for Australian spectrum auctions. 
Auctions for each licence type are held at the same time, with prices advancing in steps. The benefits of this design are 
that bidders can observe prices for all licenses at the same time and adjust their bids accordingly.  
18

 Combinatorial auctions have been used, for Aquaculture sites in Port Phillip Bay. Participants tailor “packages” that 
they wish to tender for. 

19
 Whilst berth configurations are not pre determined there will still need to be auction rules to limit strategic “game 
playing” For example with participants putting in bids for, say, only a one metre length that includes steps. 



 
 
 
 
 

Consultation Draft – DSE Review of Policy Framework for Yarra River Berthing Licences 
25 

Further, option A assumes that all existing licence holders’ value their existing berths the highest 
(i.e. no changes).  
Option C, D and E 
 
When resources are scarce and/or there are competing uses or competition for particular site 
preferences (as with berths), competitive allocation is a preferred method of allocating these 
resources. Options C, D and E are all competitive methods of allocation.  
 
Option C 
 
Option C, the approach used in 2005, requires the government to determine the type or 
characteristics of preferred operators through pre determined selection criteria. It also requires the 
government to describe the trade-offs that the government is willing to accept between operators 
who satisfy these criteria to a lesser degree but are willing to pay higher prices for the berths.  
Depending on the selection criteria chosen by government this option could create a barrier to new 
entrants and impede competition in the market, potentially creating incumbency advantages. For 
example through criteria such as longevity in business and type and quality of service provided. 
Winning participants may therefore not necessarily value the asset most highly, resulting in 
inefficient allocation. 
 
Further, in this type of auction, participants cannot see how others are bidding so although the 
highest bidders are allocated an entitlement, there is a risk with the sealed bid auction that 
operators may perceive the final allocation as being unfair and not transparent.  
 
Finally, as noted in section 4, the original fee (2005) was determined through market offers made 
through an EOI process with subsequent private treaty negotiations. Operators have expressed 
concerns with this process. 
 
Options D and E 
 
Options D and E are likely to have higher efficiency outcomes than the sealed bid format because 
operators can see how others are bidding and can respond by revising their bids. Competition 
amongst operators provides an incentive for operators to act competitively and hence result in an 
allocation to those who value the berthing entitlements the most. The shortcoming of Option D 
however is that it does not provide commercial operators with the flexibility to ‘design’ the location 
and the length of the berths that they wish to tender for. Further because berth sizes are 
predetermined in option D, it may be perceived as being unfair as it creates different opportunities 
for different operators. 
 
Option E allows maximum flexibility to the operators in creating a berth. Feedback on the original 
allocation mechanism in 2005 indicated that commercial operators had preferences for certain 
berthing sites and sizes. These were not available as the land waterway manager predetermined 
them.  Prices submitted by participants in Option D and E may be available to all participants 
throughout the process.  
 
Option E is a fair, transparent and efficient allocation process, with price being the sole criteria for 
success. A common view expressed by commercial operators in the original allocation was that 
there was limited transparency around the decision making process for berthing entitlements. 
Common concerns included that fees were set too high and that there was no clear rationale 
around how remaining berths were allocated. They also felt that there was no explanation provided 
as to why berthing sizes were pre-set to certain sizes. An important feature of any proposed 
allocation mechanism is that it is fair and transparent and is perceived so by the participants. That 
is they can see how prices are set and how berthing entitlements are allocated. 
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In this instance a combinatorial auction system that allows the market to set the price may 
therefore be the most appropriate option for allocating berths. (Further information on how this may 
be achieved is set out in Appendix 5). 
 

Summary of analysis 

 

 Efficient Equitable Fair Transparent Flexible 

A.    Rollover No No No No No 

B.    First come first served No No No No No 

C.    Sealed bid auction No No Yes No No 

D.    Simultaneous multi-round 
auction 

Yes Yes Yes Yes No 

E.    Combinatorial auction Yes  Yes Yes Yes Yes 

 
In all cases the waterway land manager would need to undertake a due diligence process relating 
to the businesses capacity to pay the licence fee. In the case of options A, B and C these would 
occur after bids were received. In the case of D and E this would need to occur prior to the 
commencement of the auction.   

 
Recommendation 
 

7) That to meet the government’s objectives for cost recovery and in particular efficiency, the 
market should set the price and that a competitive allocation method be utilised to 
determine berth allocation. 

8) That the competitive allocation process allows operators maximum flexibility to create their 
offers, such as that of the combinatorial auction. 

9) That over time, berth licence terms are adjusted to enable all berths to become available at 
the same time. 

 

6.5 Licence terms and conditions  

 

6.5.1 Term of licence 

 
The Water Industry Act (1994) stipulates that licenses cannot be awarded for periods of greater 
than 10 years. In contrast, leases on Crown Land can generally be awarded for up to 21 years, 
with the potential for much longer terms. Long lease periods in these circumstances are based on 
the levels of investments made by lessees in the development of the site. Whilst there is significant 
investment by operators in their vessels and business, such investment on the public land is not a 
part of the allocation of berths.  
 
Whilst longer term licenses would provide operators with greater certainty to enable them to invest 
in their businesses, given the specific design of vessels, they would reduce flexibility for both 
operators and the waterways land manager. For example, market conditions around the time of the 
2005 allocation were favourable; however these may have stagnated or declined over the license 
period.  A longer term license would lock operators into a longer term commitment regarding price, 
and therefore reduce their ability to respond to changing demand for their services or supply of 
berths. In addition, a longer term may reduce the waterways land manager’s ability to respond to 
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changing policy circumstances. Twenty one year licenses would also be a significant barrier to new 
entrants.  
 
On the other hand, too frequent allocation of access rights (i.e. shorter licence terms, say five 
years) would impose higher administration costs on both the waterways land manager and 
operators and could create uncertainty for operators. 
 
A ten-year licence term would appear to strike the right balance for licence terms that meets the 
needs of most operators and the waterways land manager. 
 

6.5.2 Exclusivity 

 
Part of the value to operators in holding a berthing license is the ability to maintain a consistent 
presence at the site. In addition, exclusive licensing guarantees that operators are able to berth 
boats and gives them flexibility to alter their offerings and their timetables as they see fit.  
 
On the other hand, offering exclusive rights may reduce competition in the market, and may 
increase the cost of holding a license to operators. An alternative is therefore to allocate rights to a 
specific berth at a specific time. This is consistent with the approach of scheduled berthing 
currently on offer. However it has been noted that the scheduled berthing sites are under-utilised 
suggesting that this type of good is not in high demand.  
 
Allowing berthing license holders therefore to share or otherwise sub-let their berths over the term 
of the licence would reduce the cost of exclusivity to operators, whilst enabling them to maintain 
their presence. It would also increase the value of berths. Provided they meet minimum criteria 
(see below) there should be no restrictions on the ability of berth license holders to sub-let or 
otherwise share their berth.  
 
Similarly operators should be able to trade berth licences on the market, subject to minimum 
criteria and without approval of the Minister for Environment and Climate Change, so as to reduce 
the regulatory burden.   
 
The rights to the ticket booths should be independent of the berthing access rights, allowing 
greater flexibility for operators in transferring this element of their licence should their individual 
circumstances change.  
 
Recommendations: 
 

10) That the licence term be ten years if moving to an auction system. 
11) That operators be permitted to sub-let or share their berths (and slots), subject to the terms 

and conditions. 
12) That the licence provisions allow for the ticket booths to be traded separately to berths. 

 

6.5.3 Restrictions, terms and conditions  

 
In general, the terms and conditions of the license, and the restrictions on who can own a license 
should be kept to a minimum. This will promote the use of berths by the highest value activities and 
users, minimise the regulatory burden, and promote compliance, which in turn should reduce the 
waterways land manager’s costs.  
 
Terms and conditions, and other restrictions and operator requirements should be minimised.  The 
essential terms and conditions are to: 
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• ensure marine or public/occupational health and safety and environment protections (that 
directly relate to the activity of berthing, not other operations of a vessel); for example 
through use of appropriate pump out facilities for sewage; 

• manage financial risk or pertain to other legal requirements (such as privacy); and   
• other necessary functions of the waterways land manager, such as facilitating river closures 

for events such as New Year fireworks or Moomba.  
 
The berthing license should not restrict the types of operations that can be provided from the site, 
providing they meet the minimum criteria noted above. In addition, there should be minimal 
restrictions on who can own a berthing license or for what purpose they are to utilise the berth. 
This will ensure that berthing sites are allocated to their most valued uses and impose a minimum 
regulatory burden on operators.  
 
Other aspects of regulation or compliance not directly related to berthing should not be undertaken 
by the waterways land manager (for example, food safety, or licensing of operators vessels). More 
specifically the following should be considered:\ 
 

• The rationale for the current ‘use or it lose it’ provisions (Part 6, Section 24) in the license 
should be reviewed and made clearer. If the operator is meeting the terms of the license 
then the waterways land manager has little reason to mandate the use of the berth, and 
should leave such business decisions to the operator. A circumstance where such a 
provision would be justified is where the waterways land manager is satisfied that the berth 
is being underutilised to prevent activities of competitor operators. The circumstances 
under which this clause is operational should be made explicit in the licence and a warning, 
or notice provided to the operator, who should have a system of recourse available to them.   

• The license should stipulate clearly under what circumstances a licence can be removed. 
• There should be no restrictions on the transferability of a license, or elements of the licence 

such as for ticket booths as previously discussed, (other than those that relate to the 
minimum criteria of ownership noted above).   

• The role of the waterways land manager should be to manage berthing, not to regulate 
other activity.   

• Any review by the waterways land manager regarding performance of the operator should 
only pertain to their obligations under the licence, and not to any other aspects of their 
business or compliance with other regulations.   

 
Recommendations: 
 

13) That berths be offered on an exclusive basis, with the option for operators to put in offers to 
share berths on an exclusive basis. 

14) That the terms, conditions and restrictions within the licence be directly related to the 
activities of berthing 

15) That the conditions for removal of licence be made explicit 
16) That there are no restrictions on the transferability of licences other than those pertaining to 

the original use of the licence 
17) That the licence allows for the trading or sub-letting of ticket booths independently of the 

berth 
 

6.5.4 Fee Review 

 
The current licenses are allocated on a five year standard plus five year optional extension basis. 
The current license also enables the review of prices throughout the licence term at the instigation 
of the waterways land manager. Such a system is predicated on the price of berths being 
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determined by valuation, not competition. If prices are to be determined by competition, such as via 
an auction, the review of prices by a Valuer is not needed. Hence this provision should be 
removed.  
 

6.6 Service levels and obligations 

 
Licence conditions should make clear the respective obligations of both parties to the agreement 
with regard to maintenance of the licence area. Given that licence fees are intended to ensure cost 
recovery for services provided by Parks Victoria, including maintenance of berths, pump out 
facilities etc, and concerns with the level of service provision that operators have described, the 
licence should also specify the responsibilities of the waterways land manager regarding 
maintenance of assets and other services stipulated in the agreement.  
 
The agreement should also stipulate what actions the licensee is able to take should the 
waterways land manager not meet these obligations.  
 
Current licence conditions require that parties to the licence agreement meet regularly to discuss 
issues arising.  Parks Victoria has met with individual operators but not with the operators as a 
group for several years.  From the perspective of the operators a number of matters have been left 
unaddressed or dealt with less effectively and efficiently via formal written correspondence. 
 
Recommendations: 
 

18) That the licence: 
• outlines the obligations of both parties; and 
• specifies what action can be taken by each of the parties if obligations are not met. 

19) That the waterway land manager meets quarterly with all operators and records minutes 
and actions arising at each meeting for circulation amongst all parties. 

 

6.7 Alternative Service Providers  

 
As noted in Section 2.2.2 currently there are three waterways land managers along the Yarra from 
Punt Road to the Docklands). 
 
Parks Victoria issues berthing licences under S.135A of the Water Industry Act 1994 on both 
unreserved Crown land as delegate of the Secretary and on reserved Crown land where it is a 
Committee of Management. 
 
Where the City of Melbourne is a Committee of Management it issues berthing licences under 
S.17B of the Crown Land (Reserves) Act 1978, and manages berthing through a local law 
(Activities Local Law 2009).  
 
Boat operators may have berths under both systems, and may be berthing under the Water 
Industry Act while their ticket booths are on reserved Crown land managed by the City of 
Melbourne. To increase consistency and ease of management of commercial boat operations, it 
may be appropriate to make the one land manager responsible for both berthing and ticket booth 
construction and usage. 
 
Businesses operating on the water are subject to two inconsistent regulatory regimes with different 
pricing. For example, while a charter boat business is berthed overnight in Docklands it must 
comply with requirements imposed by the City of Melbourne, and while conducting its business 
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during the day at Southbank it has to comply with a different set of requirements (including 
charges) imposed by Parks Victoria as the delegated waterways land manager. 
 
To ensure consistency for the management of berthing, ticket booths and other activities on land 
adjacent to waterways in central Melbourne there is an opportunity to look at whether local 
government is better placed to manage berthing licences and potentially address the broader 
policy and planning imperatives for developing the Yarra River and its tributaries for Melbourne.  
          
Recommendation 

20) That an alternative provider for the management of the berths along the Yarra and its 
tributaries (for berthing locations currently managed by Parks Victoria) be explored with 
relevant local governments. 
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Appendix 1 

 

FEDERATION WHARF (FORMERLY PRINCES WHARF) BERTHS
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SOUTHGATE BERTHS 
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Appendix 2 

Terms of Reference - Policy Framework for Yarra River Berthing Licences 

 

1. Purpose of Review 

 
To undertake a review of the policy framework for berthing licensing of trading vessel operators on 
the Yarra River and to provide options for the longer term resolution of current issues. 
 

2. Background 

 
There is presently considerable disagreement between operators and government on the 
management and licensing of trading vessel operator berths at South Bank, South Wharf and 
Princes Wharf.  In summary, vessel operators have expressed concerns over the method of 
allocation of licences, the associated pricing of licences, the engagement and communication with 
licensees and the nature and level of services. These reflect policy issues in relation to competitive 
allocation and contract clarity. It is appropriate to review the policy basis upon which the operators 
are licensed with a view to implementing contemporary allocation and contracting arrangements 
that can be used in similar circumstances in the future.   
 

3. Terms of Reference 

 
The Minister for Environment and Climate Change has requested the Department of Sustainability 
and Environment (DSE) lead a review of the policy framework for berthing licences and advise the 
Minister of options for a new policy framework for licensing arrangements.   
 
The objective of the review is to develop a policy framework for licensing arrangements that: 

d) is fair and transparent; 
e) is cognisant of government policy objectives for the broader development and management 

of access to Melbourne waterways; 
f) is consistent with government policy on cost recovery and competitive neutrality. 

  
The review will: 

f) capture and understand current issues from the perspective of key parties; 
g) understand whether legislation, arrangements and services provided to operators and 

processes contribute to these issues; 
h) identify and consider policy principles and options for any future licence agreements; 
i) advise on a new policy framework for berthing licences including licensing/contracting 

arrangements, pricing and access allocation; and 
j) advise on implementation of any new policy framework. 

 

4. Deliverables 

 
The project will deliver the following: 
 

• workshop(s) with an independent facilitator to capture the views and perspectives of 
operators and Parks Victoria; 
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• consultation with other key stakeholders as required; 
• a policy framework document; 
• an implementation plan. 

 
 

5. Inclusions, exclusions and constraints 

 
Inclusions: 

Berthing Licences for trading vessel operators operating on the Yarra River and managed 
by Parks Victoria (this includes Berthing Licences at South Bank, South Wharf and Princes 
Wharf). 

 
Exclusions: 

Berthing licence arrangements managed by DSE or Parks Victoria in other locations 
Management of debt recovery and specific previous berthing licence allocation decisions. 

 
Constraints: 

This review will be progressed in parallel with current discussions between Parks Victoria 
and trading vessel operators in relation to licence renewal and debt recovery. 

 

6. Review Phases 

  
The Review will commence before the end of 2011. 

 

Phase 

 

1. Information gathering 
2. Background paper 
3. Draft policy framework 
4. Draft implementation plan 
5. Stakeholder consultation: 

• Phase 1 - Engage 
• Phase 2 - Seek comment 
• Phase 3 - Communicate 

6. Final endorsement Plan 
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Appendix 3 

Legislation 

 
A berthing licence is issued under section 135A(1) of the Water Industry Act 1994 (Act), which 
entitles the Minister to grant a licence with respect to waterways land for the purposes of a jetty or 
mooring.  The berthing licence under section 135A(5) of the Act: 
 

• specifies the purpose for which the licence is granted; 
• the term of the licence (up to ten years); 
• that any covenants, conditions, reservations and restrictions are as specified in the licence; 

and 
• that a payment of a licence fee be as fixed by the Minister. 

 
Section 135A has been delegated in its entirety to executives in Parks Victoria.  This means that 
senior Parks Victoria officers are able to issue licences, set terms and conditions and fix fees. 
 
Pursuant to section 135A(6) of the Act, a licensee cannot transfer or assign their interest in the 
licence without the prior written consent of the Minister.   The Minister has the authority to cancel a 
licence, through declaration in the Government Gazette (S135A (7)) if the Minister is satisfied, after 
giving the licensee a reasonable opportunity to be heard, that the licensee has: 
 

• failed, during the term of the licence, to use the land for the purpose for which the licence 
was granted; 

• used the land for any purpose other than the purpose for which the licence was granted; or 
• failed to comply with any of the terms and conditions of the licence. 

 
The Act allows the Minister to sell, remove or demolish any structure or improvement of the 
licensee not removed by the licensee within the term.  The Minister is also entitled to recover costs 
from the licensee to make good any removed improvement of the licensee and any costs and 
expenses incidental to the sale, removal and demolition of any licensee structure or improvement.  
 

Berth licence conditions 

 
Current licence conditions include, but are not limited to: 

• options for the Licensor to require a review of the market value at the commencement of 
each period (5 year) and outlines the process in this regard (clauses 9 and 10); 

• guidance on use of the area by Licensees (clause 14)  including for example berthing so 
as not to impede Waterway traffic and not mooring two or more vessels alongside each 
other (rafting); 

• the requirement for the licensee to maintain the licence area and carry out repairs (clause 
16, clause 16.1); 

• Occupational Health and Safety requirements and an emergency evacuation plan (clause 
19) by the licensee; 

• licensee requirements to meet with the manager quarterly (at a minimum) (clause 20); 

• the licence to meet various performance criteria including customer satisfaction and 
compliance with the various Acts and Regulations (Crown Land (Reserves) Act 1978; 
Water Industry Act 1994; Waterway Industry (Waterways Land) Regulations 2002; 
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Occupational Health and Safety Act 2004; Health Act 1958; Food Act 1984; Environment 
Protection Act 1970) (Schedule 2). 
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Appendix 4 

Yarra River Berthing - Cost Recovery Model 

Estimate of annual operating costs 
Federation Wharf and Southgate Only 

as at 14/12/2011 

Costs to Parks Victoria   

Staff
1
   

Operational            119,362  

Management               3,851  

Compliance              3,114  

    

Vessel Costs              1,858  

    

Legal Fees
2
               3,900  

    

Asset Maintenance
3 4

           141,000  

    

Capital Depreciation
3 5

           117,593  

    

Dredging (berthing licence footprint)
6
           394,000  

Total              784,678  

Costs to Government   

    

Cost of Capital           129,912  

Total              129,912  

1
Inlcudes corporate overheads   

2
Assumption of $1,500 per agreement, spread over 5 year term.   

3 
These figures are based on an asset value of $3.6 million   

4
Includes sewerage pumpout, maintenance, cleaning and repair to structures.   

5
Based on straight line depreciation using estimated average design life of 25-30 

years.    

6
Includes volume and sediment sampling, annual maintenance dredging, and 

annualised cost of 10 year major dredge. Excludes areas outside the berthing 
licence footprint, such as access and egress to the berthing licence footprint 
areas and broader access to parts of the Yarra such as around Herring Island. 
These costs are estimated to be approximately $269,934.  
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Appendix 5 

 

Competitive Allocation - Process and Options 

 
There are several competitive mechanisms that may be suitable for the allocation of berths and 
ticketing berths. A distinguishing feature of the current allocation problem is that participants 
associate different values to berths at different sites and with different sizes and locations. The 
value of a ticketing booth may also vary across participants. Any allocation mechanism needs to 
address these complexities. One allocation mechanism that is consistent with the principles of set 
out earlier and can address such complexities is the combinatorial auction. 
 

Combinatorial auction 

 
The combinatorial allocation ensures that operators have the ability to bid on berths only if these 
satisfy their conditions regarding length, site and location. The combinatorial allocation allows 
bidders to “design” berths of a specific length (i.e. made up of one or more “slots”) at a specific site 
and location). Bidders than can express their willingness-to-pay for these berths.  
 
A bid may contain one or more slots. As it is the operators who select the specific slots there is no 
risk of purchasing a berth that is either “too short” or ”too long” or at a location that does not suit 
them. Bids may also include ticketing booths. 
 
The allocation of slots of berths and ticketing booths would be decoupled giving participants 
greater flexibility.  The auction provides flexibility to participants to express their preferences for 
different sites and locations and for both berths and ticket booths and in doing so reflects the 
relative value of different sites and locations. Bidders are able to “design” multiple packages that 
contain a single slot, multiple slots, a ticket booth and a combination of ticket booth and slot(s).20  
 
The combinatorial auction may be run over a single period or continuously. In the single version, 
participants submit all their offers at once and the auctioneer selects the winners and determines 
the prices based on the submitted offers. Typically participants do not learn about the offers of 
other participants or they may learn the offers of others once the allocation has been finalised.  

 
In the continuous version participants are typically able to observe the offers of other participants 
(live on screen, with or without the identity of the bidder being revealed) and can modify their offers 
in response to the offers of others. The continuous auction ends when there are no new offers that 
would change the winners or the winning offers. The continuous format also allows participants to 
“redesign” their berth and to move into locations and sites where there may be better opportunities 
for them, given the competition for berths at their initial selected sites and locations. 

                                                 
20 Some participants may wish to develop products that require access to berths at two different sites. For example a 

tour operating between South Yarra and Williamstown requires that there is berth available at both sites. Securing a 
berth at both sites thus may be desirable. Combinatorial mechanisms can also accommodate bids that include slots from 
multiple sites. This is particularly important, for example, if the berths at different sites have a synergistic relationship. 
Synergies may arise for example if a cruising product requires an access to berths at more than one location. For 
example, access to berths at both Southgate and Williamstown may be valued differently than access to berths at only 
one of these sites.  
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Example of a combinatorial allocation process 

 
This appendix contains an example of how a combinatorial auction may be applicable to allocate the berths and ticketing booths at different sites along 
the Yarra River. The numbers in the following example are for illustrative purpose only and they are not based on any potential bidder or bids. 
 
The 168 meters of concrete available for berthing at Site SG may be “broken” into 18 slots demonstrated on Figure 1. These are marked SG1 to SG 18. 
Each slot is approximately 10 meters long. Slot SG13 (marked with grey colour) is a slot that contains a stair. Each slot represents a specific location 
within Site SG. Slots are distinguished from one another by their length and location and by their special feature if there are any (e.g. stairs). There are 
also 3 ticket booths available, marked as TB1 to TB3. 
 
Slots SG1 to SG18 have a joint reserve price associated with them, say 20,000. SG17 and SG18 are pre-allocated as “quick stop” berths.  The slots are 
available at prices at or above the reserve prices. 
 
Figure 1. Berthing slots and the ticket booths available for allocation at site SG 
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Let’s assume that bidder 1 has a preference to be located in the middle of the site and requires about 30 meters of berth. Bidder places a bid for the 
combination of slots of SG6 and SG7 and SG8. Bidder 1 is willing to pay $5000 for this berth (i.e. for the combination of these slots).  Figure 2 
demonstrates this case.  The reserve price of 20,000 has not been reached. The offer has been noted and but no berth has been allocated.  

 

Figure 2. Allocation of berthing slots after the offer of bidder 1. 
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Let’s assume that bidder 2 prefers to be located near the stairs and also requires a berth that is about 30 meters long. Bidder 2 will place a bid on the 
berth slots including SG11-14. Lets assume that bidder 2 is willing to pay 10,000 for this berth (i.e. for the combination of these slots). The reserve price 
has still not been reached. 
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Figure 3. Allocation after offers of bidder 1 and 2.  
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Let’s assume now that bidder 3 also wishes to be located in the middle, requires at least 30 meters of berth and also wishes to have access to a ticket 
booth TB2. Bidder 3 is willing to pay 6,000 for berth slots SG 8-10 and TB2. The offers of bidders 1 and 3 cannot be both accommodated. The offer of 
bidder 3 reflects higher value so it will be given priority and the offer of bidder 1 will be displaced by the offer of bidder 3. The total offer from the 
provisionally winning bidders so far is $16,000. The reserve price still has not been reached. 

 

Figure 4. Allocation after offers of bidder 1, 2, and 3. 
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Let’s assume that bidder 4 would like to have access to a berth of 60 meters and prefers to be located at the left hand side of the berth. Bidder 4 also 
wished to have access to ticketing booth 1. Bidder 4 is willing to pay 15,000 for this combination of berths and booth. The offer of bidder 4 can be 
accommodated together with the offers of bidder 2 and 3, but it cannot be accommodated with the offer of bidder 1. Bidders 2, 3, and 4 are selected as 
provisionally winning. The total revenue from the offers from bidders 2, 3 and 4 are $31,000 so the reserve price has been reached. 
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Figure 5. Allocation after offers of bidder 1, 2, 3, and 4. 
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Next, bidder 5 places a bid of 22,000 on the slots of SG1-2 and TB1. The offers of bidder 5 and bidder 4 cannot both be accommodated. Also, the offers 
of bidder 3 and 1 cannot both be accommodated.  The combination of bids that can be accommodated and results in the highest revenue is the bids by 
bidders 1, 2 and 5. The total revenue at this point is $37,000. 
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Next, bidder 4 modifies its offer and places a bid for slots SG11-16 and for ticket booth 3. As this is lower value, he reduces his offer to 12,000 from 
15,000. This offer cannot be accommodated together with the bid of bidder 2. Bidder 4 represents higher value so will be given priority over bidder 2. The 
total revenue so far is $45,000. 
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Figure 6. Allocation after bids of bidders 1-5. 
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Ending the allocation 

In the continuous format of combinatorial allocation the auction may end if there are no new offers and/or if there are no offers that would change the 
winning bidders. 



 

 

 

 

 

 


