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COMMITTEE’S FUNCTIONS AND POWERS

The functions of the Committee are to review and report to the Assembly on:

@) the outcomes and administration of the departments within the Committee’s portfolio
responsibilities;

(b) annual reports of government departments laid on the Table of the House;
(©) the adequacy of legislation and regulations within its jurisdiction; and

(d) any matters referred to it by the Assembly including a bill, motion, petition, vote or
expenditure, other financial matter, report or paper.

At the commencement of each Parliament and as often thereafter as the Speaker considers
necessary, the Speaker will determine and table a schedule showing the portfolio responsibilities
for each committee. Annual reports of government departments and authorities tabled in the
Assembly will stand referred to the relevant committee for any inquiry the committee may make.

Whenever a committee receives or determines for itself fresh or amended terms of reference, the
committee will forward them to each standing and select committee of the Assembly and Joint
Committee of the Assembly and Council. The Speaker will announce them to the Assembly at the
next opportunity and arrange for them to be placed on the notice boards of the Assembly.
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INQUIRY TERMS OF REFERENCE

On 24 October 2007 the Legislative Assembly referred the following terms of reference to
the Economics and Industry Standing Committee to inquire into report by
28 February 2008:

1. the benefits to, cost to and imposts on irrigators, industry, community and
environment of a licensing system for the taking of water from groundwater or
stream flow;

2. the full cost incurred by the Department of Water for administration of the current
water licence system;

3. the extent to which the water licence administration fees meet cost recovery
requirements the National Water Initiative (NWI) places on the State with respect
to services delivered to water users;

4. the penalty or cost that might be applied to Western Australia by the
Commonwealth under the NWI, if there was minimal or no cost recovery for
services provided to water users by the Department of Water;

5. whether water licences and/or licence administration fees should be required for
taking water under arrangements that are currently exempt; for example, residential
bores drawing from an unconfined aquifer;

6. what recognition needs to be given to the cost incurred by landholders in harvesting
water, including dam construction costs; and

7. the extent to which the NWI provides for a range of different licensing systems.
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CHAIR'S FOREWORD

I am pleased to present to the Legislative Assembly the 9th report of the Economics and Industry
Standing Committee in the 37" Parliament. The report arose from debate and the 24 October
2007 direction of the Legislative Assembly that the Economic and Industry standing Committee
report on seven terms of reference pertaining to the cost of water licensing in Western Australia,
the extent to which the current licensing system complied with the National Water Initiative, and
other related issues as defined.

Australia as a nation is facing the spectre of a drying climate, and an ever increasing demand for
potable and commercial water. These pressures vary widely according to climatic conditions,
rainfall, runoff, water quality and ultimately, water quantity. Successive governments at all levels
have recognised the urgent need to identify and manage what is becoming an increasingly scarce
and valuable commodity.

Toward this end, the Commonwealth, states and territories have entered into a broad, agreed
course of action known as the “National Water Initiative”. This flows from a 1994 Council of
Australian Governments report and aims at developing a nationwide framework that recognises
the increasing demands, community expectations, and the economic and social value of water as a
commodity. It also signals a clear need to work toward a consistent, Australia-wide, sustainable
model of best-practice and governance in the planning, management, resourcing, financing and
trading of this precious resource.

Western Australia is a signatory to this agreement, and with regard to it has developed a reform
pathway that currently utilises existing state legislation and management structures. In the
meantime, both a state water plan, and a blue-print for reform are being implemented in those
areas of the state that have either been proclaimed as management areas or recognised as requiring
the development of management regimes.

The plan recognises the need for reform and proposes legislation which will identify the various
water catchments or water bodies across Western Australia, and develop individual Statutory
Management Plans for each of the identified areas. Management areas already exist and operate
under the current legislation, but have differing management regimes depending upon how they
have developed and the use to which water is put in those areas. Some of these areas reflect the
intentions of the National Water Initiative.

As an underpinning principle of developing models that reflect the National Water Initiative it is
envisaged that water users, where appropriate, be licensed, and that the licence enshrine the right
to an allocation of the resource. This right, and the water attached to it, will become tradeable,
again where appropriate, and the costs of licensing and the subsequent management of the water
resource will be borne by users on a cost recovery basis.
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Since Western Australia became a signatory to the National Water Initiative, the Department of
Water, utilising existing legislation and management structures, has introduced a licensing regime
and associated fees in keeping with the requirement that reform include cost recovery. The
implementation of licensing and the fees have been the subject of much debate, prompting a
myriad of views and opinions depending on the impact on various stakeholders.

The Inquiry’s terms of reference were very specific, and the reporting timeframe for such a
complex subject extremely short. However, the Committee feels that within these limitations it
has produced a report that clarifies the current situation in Western Australia, and highlights
concerns, misconceptions and confusion about the implementation and calculation of licensing
fees. It further recommends a separation of the elements of the current fee structure to dispel the
apparent confusion, and also that even more emphasis be placed on the consultative process.

The findings and recommendations outline improvements and changes that should occur in
relation to each term of reference, and demonstrate how these will assist in ensuring the
establishment of appropriate transitional pathways in statutory management areas as envisaged by
the National Water Initiative. These pathways will identify the need for all elements to be in place
from the introduction of new legislation, the determination of the appropriate type of water
entitlements, the identification of consumptive pools within statutory management areas, and the
development of complementary plans.

These elements provide for the establishment of a licensing regime, and the cost recovery of
appropriate fees, allocation of water resources to licensees, the trading of water and water rights,
and the recovery of costs associated with water resource management.

This was an extremely complex inquiry. It is understandable, therefore, how difficult it must be
for some water users to understand the logic behind the calculation of current fees. This is
particularly relevant to those stakeholders who have built their own infrastructure as opposed to
those supported by state government infrastructure.

It is patently clear that there is an enthusiasm for the development of a state-wide system of water
resource management underpinned by legislation, plans specifically designed for local areas, and a
licensing system that enshrines the right to be allocated use of, or trade in, this precious
commodity. However, because of the confusion and misconceptions that abound, the Committee
is of the view that this report will assist in regaining the pathway that appears to have been lost in
those areas that have been and may be in future contention.

I would like to acknowledge the efforts of the Committee members whose work, particularly over
the Christmas/New Year period, helped to ensure that the report would be delivered within the
required time-frame.
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Special thanks must go to the Committee’s Principle Research Officer, Dr. Loraine Abernethie.
Her capacity to cut through the complexities of this issue, and crystallize the nub of each term of
reference has been exemplary. Thanks must also go to the Committee’s Research Officer, Ms
Vanessa Beckingham for her invaluable assistance and to Ms Farrah Martin for her administrative
support. The Committee members are unanimous in commending the quality and detail of
research and the resultant analysis.

HON R.C. KUCERA, APM JP MLA
CHAIR
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ABBREVIATIONS AND ACRONYMS

ACWA Agquaculture Council of Western Australia

Alliance The Alliance of the Western Australian Farmers Federation (Inc),
Potato Growers Association of WA (Inc), Vegetable Growers
Association and WA Fruit Growers’” Association (Inc)

Blueprint A Blueprint for Water Reform in Western Australia

CME Chamber of Minerals and Energy
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CSIRO Commonwealth Scientific and Industrial Research Organisation
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EXECUTIVE SUMMARY

The introduction of water licence administration fees in Western Australia has proven to be a
particularly contentious issue. Following considerable debate in the Legislative Assembly, the
Inquiry into Water Licensing and Services was referred to the Economics and Industry Standing
Committee with the direction that it report to the House by 28 February 2008.

While the terms of reference for the Inquiry are extensive they quite specifically relate to water
licensing and its relation to various aspects of the National Water Initiative (NWI). The Inquiry
does not relate to the broader issue of water resource management although water licensing is
necessarily one element of such management. The extensive nature of the terms of reference,
particularly when combined with the relatively short reporting time, meant that the Committee
was not able to undertake more extensive research to afford a comparative analysis of licensing
practices in other states and countries. This proved particularly limiting in relation to the first
term of reference concerning the costs, benefits and imposts associated with water licensing.
Nevertheless, the evidence gathered through submissions to, and hearings before, the Committee
has generated considerable data from a wide range of water users. It is clear from this evidence
that water is a very important and emotive issue in the community. Perhaps because of this,
evidence provided covered not only the specific terms of reference, but also issues relating more
broadly to water resource management. The Committee also notes that there is a general
combining of concern relating to water licence administration with the broader separate, though
related, issue of water resource management. There appears to be considerable confusion and
uncertainty in some parts of the community concerning the Department of Water’s (DoW) plans
and intentions in meeting its obligations under the NWI. While not able to include all concerns
raised, in light of the wealth of information provided to the Committee, and the anxiety and
confusion it signifies, the Committee has endeavoured where possible to include and address the
issues raised.

A discussion of water licence systems, administration costs, fees, inclusions and exemptions is
more meaningful when provided with a context. To this end, the first three chapters of this report
provide background information concerning the referral of the Inquiry to the Committee, water
resources in Western Australia and the development of the NWI. Chapter 1 outlines the referral
of the Inquiry to the Committee, describes the methodology employed and notes the limitations to
the Inquiry.

Across Australia there is wide variability in climatic conditions, rainfall and runoff, as well as
water quantity and quality. Coupled with severe drought conditions, increased demand for water,
higher community expectations concerning the environment and increased recognition of the
economic and social value of water, these factors signal a clear need for best-practice governance
and management of water resources in Western Australia. In this state, governance of water is
vested in the state government and rests within the water resources portfolio. While there are
several state government agencies, government-owned organisations, local governments and
irrigation cooperatives involved in the management of water resources in Western Australia, the
DoW is responsible for the development of the State Water Plan 2007 (SWP) and Western
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Australia’s Implementation Plan for the National Water Initiative, two documents of signal
importance to water resource management in the state.

The classification system described in the SWP divides the state’s water resources into three major
categories, namely groundwater divisions, surface water divisions and groundwater management
areas. These divisions and areas are briefly described in Chapter 2. This chapter also
acknowledges the potential impact of climate change on the state’s water resources. In addition to
this, it also acknowledges that accurate and timely data is essential to good management practices,
and raises concerns about water resource data quality and availability.

While water reform has been on the political agenda since the Council of Australian
Government’s (COAG) 1994 strategic report on water resource policy, this report is concerned
with the subsequent Intergovernmental Agreement on a National Water Initiative (NWI).
Chapter 3 outlines the development of the NWI, which was signed on 25 June 2004 by all state
and territory governments with the exception of Western Australia and Tasmania. Western
Australia signed the initiative on 6 April 2006; Tasmania on 2 June 2005.

In recognition that the need to improve the productivity, efficiency and security of water use is a
national issue, the NWI outlines key objectives that provide for a nationally-compatible, statutory
and planning based approach to water management. Key elements of the NWI include:

e the development of water access entitlements and planning frameworks, including
statutory water plans;

o the development of efficient water markets and opportunities for water trading;
e best practice water pricing based on the principles of user-pays and pricing transparency;
e the recognition of and provision for environmental and other public benefit outcomes;

e the development of water accounting systems which are to be benchmarked on a national
scale;

e the restructuring of urban water tariffs;

e the development of community partnerships to facilitate transparency and information
sharing; and

e acknowledgement of the role of knowledge and capacity building in water management
and the need to support the national effort toward improving water knowledge.

There is the perception in this state that the NWI is a one-size-fits-all approach to water
management, one that was developed solely to address problems with the Murray-Darling Basin,
and that elements of the agreement are not suitable for application in Western Australia. This
aspect of the report is discussed in further detail in the chapter dealing with the flexibility of the
NWI.
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Throughout the Inquiry, as noted above, the Committee became aware of a high level of confusion
and uncertainty in relation to the purpose of the water licensing regime being implemented by the
DoW and its relation to the broader issue of water resource management as required by both the
SWP and the NWI. Therefore, Chapter 4 provides the Committee’s understanding of the water
resource management framework that currently exists in Western Australia and where water
licence administration sits within that framework. It also details the Committee’s views as to the
best way to move forward constructively to the establishment of a transitional pathway to water
access entitlements and water trading as anticipated under the NWI. This chapter also raises the
issue of the costs borne by the community in the provision of potable water, particularly in
relation to the loss of water for both amenity and commercial purposes.

Chapters 5 to 11 each address a particular term of reference. While there is considerable overlap
in content applicable to individual terms of reference, the Committee has tried as much as possible
to treat each term of reference as a discrete topic.

The first term of reference concerns the benefits to, cost to and imposts on irrigators, industry,
community and environment of a licensing system for the taking of water from groundwater or
stream flow. This is a particularly complex and all-encompassing term of reference. Time
constraints did not allow the Committee to undertake extensive literature or field research or
economic, social and environmental impact assessments that a comprehensive response to the
term of reference dictates. Nor was it possible to inquire into and assess different models of
licensing systems. Therefore, the approach taken to this term of reference was to confine
discussion to the licensing system that currently exists in Western Australia and to the benefits,
costs and imposts brought to the Committee’s attention through submissions and hearings.

Chapter 5 outlines the current system of water licensing in Western Australia under the Rights in
Water and Irrigation Act 1914 (RIWI Act). As the driving force behind the Inquiry was the
introduction of regulations containing a schedule of water licence administration fees, their
subsequent disallowance and the introduction of new fees, a series of tables is provided to show
the various fee schedules that were developed and/or gazetted.

While there is a general acknowledgement of, and support for, a water licensing system as part of
improvements to water resource management in Western Australia, there is concern over the
details of the plans, and a call for plans to be comprehensive and to account for all water users and
uses. There is clear recognition of the benefits obtained through water licensing, including
increased security to the environment, society in general and the economy; improved data
availability and quality; regulation and control of water use; and water trading.

There is also a general acceptance that a licensing system necessarily attracts a cost. However,
there is considerable concern in relation to the method of calculation of the fees, the need for cost
minimisation and efficiency of service delivery, and the potential for fee-generated revenue to be
incorporated into consolidated revenue rather than hypothecated to water licence administration
activities of the DoW.

Evidence suggests a common belief that the general public, as beneficiaries of water resource
management, should bear some of the costs of this management. While the idea that the
community should bear some of the costs of water management is provided for under the NWI,
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such calls appear to be based on the fusion or amalgamation of water licence administration costs
and water resource management costs. The amalgamation of these two separate yet interlinked
services is evident throughout submissions and evidence to the Inquiry and signifies a general
confusion amongst key stakeholders as to the DoW’s intentions and plans.

The separation of land and water rights has proven to be a contentious issue, with much anxiety
and concern expressed in relation to the separation of titles and the impact this might have on
property values, the environment and local planning. The separation of titles is intended to
facilitate water trading and concerns over current plans appear to have overshadowed the fact that
under the current RIWI Act there is already a separation of land and water titles allowed, and
considerable trading takes place in Western Australia each year. Under the current legislation,
water licences can only be issued to those with access to the land and a transfer can only be made
to a person eligible to hold a licence. The NWI calls for a further unbundling of currently existing
water rights and the key attributes and obligations of licensees. While the necessary legislation is
yet to be enacted, the Committee understands that a key feature of this unbundling of water rights
is that water rights will no longer be tied to land access. Instead, there will be three separate
rights:

e aright to a water access entitlement as a portion of a consumptive pool;
e aright to extract water, including a works approval; and
e aright to use water, involving a site use approval.

While there are concerns relating to the separation of land and water titles, and water trading, there
are also several factors that work to regulate the market, and provide for departmental scrutiny and
approval of all water transactions. These include:

o the flexibility in the NWI with regards to determining the type of water entitlement within
each localised statutory management plan;

e the continuance of the existing licence type in appropriate areas, complete with licence
conditions and responsibilities;

o further separation of land and water titles occurring in areas governed by statutory
management plans that require water access entitlements; and

e the requirement for water access entitlement holders to also have works and site use
approvals.

The second term of reference directs the Committee to inquire into the full cost incurred by the
DoW for administration of the current water licence system. Understandably, many submitters
felt unable to address this term of reference. Therefore, discussion in Chapter 6 draws largely
from DoW submissions. For 2005-2006, the DoW estimated that the full costs associated with
water licence administration totalled $5,827,397. These costs incorporated:

e licensing, receipting and assessment of licence and permits;
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e compliance, survey and enforcement activities;

e State Administrative Tribunal appeals against decisions;

e community input (education relating to water resources); and

¢ licensing support, involving data base administration and training.

The establishment of the DoW involved changes to the Department’s management and mapping
of budgets, and it currently is not able to provide a similar break-down of costs for subsequent
years. In lieu of this, the DoW provided the costs on a per programme basis for the years 2006-
2007 ($6,253,966) and 2007-2008 ($6,537,438).

The Economic Regulation Authority (ERA) has not been involved in the calculation of the DoW’s
costs in relation to water licence administration and, under the Economic Regulation Authority Act
2003, is not able to undertake a review of costs unless specifically directed to by the Treasurer. It
is intended that a review of DoW costs will be conducted by the ERA within two years of the
introduction of fees. In light of the level of concern and controversy surrounding the DoW'’s costs
and the introduction of fees, earlier involvement of the ERA would be beneficial.

Term of reference three requires an investigation into the extent to which the water licence
administration fees meet cost recovery requirements the NWI places on the state with respect to
services delivered to water users, and this is the subject of Chapter 7. The NWI requires
signatory jurisdictions to implement the principles of user-pays and pricing transparency for water
storage and delivery in irrigation systems, and cost recovery for water planning and management.
The NWI provides only broad principles to achieve consistency in water pricing, and does not
specifically define what cost recovery frameworks should be implemented. Given that the NWI
does not define full cost recovery nor prescribe methods of recovery, any attempt to recover costs
from water users would signify compliance with the general cost recovery principles contained in
the NWI. However, due to the complexity of the issues surrounding cost recovery and the level of
concern expressed throughout the Inquiry, in considering the evidence the Committee drew on the
overall purpose and spirit of the NWI.

Once again, there is general support for licence administration fees based on full cost recovery.
Nevertheless, since the original fee schedule was developed based on 2005-2006 DoW costs,
adjustments have been made to the licence class system and fee schedule which, in effect, reduce
the licence administration revenue to approximately $3.05 million. When compared with the
estimated costs of $6.2 million and $6.5 million for 2006-2007 and 2007-2008 respectively, the
scheduled fees fall a long way short of full cost recovery, with the deficit being met from
consolidated revenue.

The original schedule of fees consisted of seven classes that the DoW decided best reflected the
amount of effort to administer. For example, it calculated that, on average, a licence for an
entitlement of between 100,000 KL and 500,000 KL would take 40 hours to administer. This per
licence effort was then multiplied by the total number of licences in that class at the time.
Repeating this calculation for all classes allowed the total number of hours required to administer
all licences to be determined, as well as the proportion of each class in relation to the whole. This
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percentage or proportion was used to apportion the total cost of $5.8 million, including
departmental overheads, to each class. Then, having determined the total cost for each class, this
was divided by the total number of licences in that class to determine the per licence charge in
each class in order to meet full cost recovery.

This method of calculation and the kilolitre-increments scale by which classes are categorised has
proven confusing and led to claims of inequity and a lack of transparency. There is also
considerable concern over which elements are included in the determination of departmental costs,
most notably with the inclusion of assessment and appeals in the overall figure. In determining
which elements to include in cost recovery of licence administration the DoW took legal advice
and believes the inclusion of these items is appropriate. The DoW sees licensees as paying a
proportion of administering an overall system, rather than a particular individual licence. The
Committee considers the inclusion of appeals in the calculations to be an unusual course of action
for a government agency in that most appellants, including government agencies, pay their own
costs.

Also with respect to licence fee calculations many submitters believed that the fee schedule
resulted in the subsidisation of one group by another. For example, it was suggested that small
self-supply water users are subsidising large water users such as cooperatives. However, such
claims have not sufficiently considered the administration costs that cooperatives incur and pass
on to their members. Many of the claims relating to cross-subsidisation are based on volumetric
calculations. While at first glance these calculations seem to point to great inequity, such
calculations are not able to factor in the method by which corporate overheads and administration
effort are averaged across and between the classes, and tend to be misleading. Closer comparison
of the costs and revenue per region reveal that there may, in fact, be a subsidisation of one region
by another, but not in the manner suggested to the Committee.

The timing of the introduction of the fees was a significant issue for submitters. While the idea of
licence fees in not new, many stakeholders felt that the introduction of licence administration fees
was premature. This was particularly so given that statutory water management plans have not yet
been developed and the review of the state’s water legislation is not complete. The introduction of
fees, itself, is certainly in compliance with the NWI requirements. However, the NWI does not
specify the timing of the introduction of fees. The NWI states that by the end of 2006 there should
be cross-jurisdictional consistency in approach in relation to water pricing and the costing of water
planning and management. Under the Water Smart Funding agreements, Western Australia must
commence implementing cost recovery charging for water planning and management by
December 2008. It seems that the July 2007 date for implementing water licence administration
fees is a self-imposed DoW deadline.

In addition to the issue regarding the timing of water licence administration fees, some submitters
were concerned that the ERA had not been involved in the development of the fees and would not
review the fee schedule until two years after it was implemented. The involvement of the ERA in
the development of the fees would have provided water users with the necessary transparency and
clarity concerning the fee calculations and structure.

There is also confusion concerning the application fee, particularly now that annual licence fees
for the two smallest licence classes are less than the $200 application fee. Original advice from
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the DoW was that licensees would be offered either a refund or a credit toward the next year’s
fees. However, later advice is that the refund only applies to Class 3 licences and above. This
appears to be in contravention of regulation 20(2) of the 2000 Rights in Water and Irrigation
Amendment Regulations which clearly states that the application fee is deductible from the annual
fee.

The fourth term of reference, as discussed in Chapter 8, refers to the penalty or cost that might be
applied to Western Australia by the Commonwealth under the NWI if there was minimal or no
cost recovery for services provided to water users by the DoW. The user-pays and cost recovery
principles are fundamental to the NWI, and all signatories to the agreement must commit to
developing these national principles. Previously, water reform progress was linked to National
Comepetition Policy (NCP) payments. However, water reform is no longer linked to the NCP and
there are no progress payments or benefits payable for NWI compliance. However, while there
are no financial benefits or penalties that directly accrue from compliance or otherwise with the
NWI, there are other avenues through which Western Australia might be penalised for not meeting
its cost recovery obligations. Western Australia is the recipient of four Water Smart Australia
grants under the Australian Government Water Fund. To be eligible for these funds, recipients
must be signatories to the NWI and must be complying with NWI principles, one of which is cost
recovery. However, this condition is a general condition and is not tied to any specific payment.
The commencement of cost recovery charging for water planning and management is a general
funding condition in Schedule A of each funding deed. Should the state fail to meet its NWI cost
recovery obligations it might be considered in breach of all four Water Smart Australia funding
agreements.  However, it is not clear what, if any, penalty would be applied by the
Commonwealth for breach of this general funding condition. Each payment in each funding
agreement is linked to the achievement of an agreed milestone. Should a recipient fail to meet a
particular milestone, there is provision for a 15% penalty to apply. However, the agreement does
stipulate that a test of reasonableness would be applied and attempts would be made to negotiate
an arrangement prior to any punitive action being taken. Furthermore, the National Water
Commission (NWC) suggests that the aim of the NWI is to encourage water reform rather than
punish non-compliance. From this it is possible to conclude that the risk associated with financial
penalty within the current agreements is relatively low. Nevertheless, defaulting on an agreement
may damage the state’s reputation and harm its potential to gain further funding.

To determine whether water licences and/or licence administration fees should be required for
taking water under arrangements that are currently exempt, for example, residential bores drawing
from an unconfined aquifer, is the fifth term of reference for the Inquiry. This was also a complex
and emotive issue for submitters. The two main forms of water extraction brought to the
Committee’s attention were that by domestic bores and by plantations, and these are the subject of
Chapter 9. Arguments were presented both for and against the licensing of domestic bores.
These were based on notions of fairness and equity, and weighing up the costs and benefits to be
gained from licensing, particularly in terms of the provision of better quality data and the costs of
administration. Some suggested that the exemption of bore licensing was a political decision or a
matter of political convenience, and represented cherry picking by the government. Those in
favour of licensing domestic bores suggested that the metering and monitoring involved would
provide valuable information that would assist in the government’s allocation process. However,
this was countered by arguments that the benefits of licensing bores would be outweighed by the
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costs, and that the amount of water extracted from unconfined aquifers could be determined by
sampling methods that continually monitor the aquifer.

The arguments around notions of equity demonstrate that a country/city divide remains in Western
Australia. The general sentiment expressed in submissions is that if licensing applies to one water
user, it should apply to all water users. However, while equity is an important consideration,
licensing all users in the same way may not realise equitable economic, social or environmental
outcomes, and may, in fact, lead to an increase in fees across the board. It is apparent that there
are benefits that accrue from encouraging the use of domestic bores in some areas, and that the use
of bores will need to be managed in relation to local circumstances.

The interception of water by plantations is a significant issue in Western Australia. The water
extracted by plantations is neither calculated nor accounted for. While there is evidence to
demonstrate the potential damage that plantations may do in a region, there is also evidence to
suggest that the use of water by plantations may be useful in some circumstances. While there has
been a general call for plantations to be licensed, this is not possible under current legislation.
This anomaly must be remedied to enable plantations to be incorporated into statutory
management plans. Local government is also concerned that they have to make planning
decisions regarding the approval or otherwise of plantations. They suggest that plantations should
be licensed by the DoW as this department has the expertise to assess the impact of plantations.
Once plantations are incorporated into management plans, there would continue to be a planning
role for local government.

The sixth term of reference directs the Committee to inquire into what recognition needs to be
given to the cost incurred by landholders in harvesting water, including dam construction costs.
The results of this aspect of the Inquiry are discussed in Chapter 10. It is clear that enormous
expense is incurred in terms of water infrastructure on farms and mine sites in Western Australia.
It has been suggested that imposing a licence fee on self-supply water users penalises them and
fails to recognise the contribution made to the development of infrastructure in the state. Much of
the argument for recognition of infrastructure costs is based on a call for recognition of the
contribution this makes to water resource management. This, again, signifies a general confusion
over the purpose of a water licence administration fee. Water harvesting expense by a self-supply
water user does not reduce the DoW costs in water licence administration. If a landholder or
resource company is undertaking water resource management work on behalf of the DoW, there
would need to be a system of accreditation, and quality assurance and control implemented before
recognition of this water resource management effort were possible. This, though, would not
impact upon water licence administration fees. The Committee is also cognisant of the fact that
commercial water users are able to claim a deduction for capital expenditure of water facilities,
including the construction of dams, earth tanks, underground tanks and the like.

Term of reference number seven concerns the extent to which the NWI provides for a range of
different licensing systems, and this is discussed in Chapter 11. As noted previously, there is the
general perception that the NWI is a one-size-fits-all agreement based upon the Murray-Darling
basin and not applicable to Western Australian conditions. However, the NWI is a high-level
document containing general principles and providing a good deal of flexibility to allow
jurisdictions to develop and implement plans to suit local conditions. This is not generally
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realised in the community, and there appears to be a low level of awareness of the details of the
SWP, the implementation of the plan and how it will impact on particular regions or catchments.
It is evident that the SWP is also perceived as a one-size-fits-all plan, a perception based on the
decision of the DoW to implement water licence administration fees calculated by averaging costs
across the state. It is not clearly understood that the new system of water access entitlements will
only be developed in statutory water management plans for those areas where the DoW has
determined as suitable for this type of entitlement. It is also not generally realised that there is the
flexibility in the DoW plans to accommodate the co-existence of three types of water entitlements,
namely water licences in their current form, water access entitlements and riparian (stock and
domestic) rights.

The DoW also recognises the benefits gained through local management of local water resources.
In areas where this is working well it should be allowed to continue. There is also the possibility
of developing and implementing further local management in statutory management plans.
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FINDINGS

CHAPTER 2 WATER RESOURCES IN WESTERN

AUSTRALIA
2.9 Data Quality
Page 34
Finding 1

That extensive research and analysis of existing water resources, and their use and management
is needed in order to provide a solid basis for sustainable planning. This is also a requirement
of the National Water Initiative.

CHAPTER 3 NATIONAL WATER INITIATIVE

3.5 Perceptions of the National Water Initiative
Page 54

Finding 2

There is considerable confusion regarding the National Water Initiative which is leading to
anxiety concerning its suitability and adaptability for Western Australian conditions and
circumstances.

Page 54

Finding 3

The National Water Commission could have articulated its intentions more effectively.

CHAPTER S5 BENEFITS, COSTS AND IMPOSTS OF A

LICENSING SYSTEM

5.3 The Need for Licensing
Page 78

Finding 4

There is general recognition of the need for a water licensing regime in Western Australia to
help manage the state’s water resources more effectively.
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5.4 Recognition of Benefits to Licensing
Page 81

Finding 5

There is general recognition that significant benefits accrue from water licensing.

5.7 Water Trading in Western Australia
Page 90

Finding 6

Water trading is already provided for under current legislation.

Page 93

Finding 7

Under current legislation the further separation of land and water titles as envisaged under the
National Water Initiative is not possible in Western Australia.

Page 93

Finding 8

The framework envisaged by the National Water Initiative needs to be in place before trading of
water access entitlements can begin.

Page 94

Finding 9

The co-existence of different types of water entitlements has not been clearly communicated to
stakeholders.

5.8 Concerns About Water Trading in Western Australia
Page 96

Finding 10

The impact of water trading on land value appears to be a legitimate concern that must be
addressed particularly in future planning processes.
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Page 101

Finding 11

The further separation of land and water titles will only be possible in areas deemed appropriate
under a statutory water management plan that allocates water via water access entitlements as a
share in a consumptive pool.

Page 101

Finding 12

Water access entitlement trading should not commence until the appropriate conditions outlined
are in place.

CHAPTER 6 DEPARTMENT OF WATER'S LICENCE

ADMINISTRATION COSTS

6.3 Involvement of the Economic Regulation Authority
Page 111

Finding 13

An independent review of the Department of Water costs associated with water licence
administration should be undertaken as a matter of urgency.

CHAPTER 7 COMPLIANCE WITH COST RECOVERY
REQUIREMENTS OF THE NATIONAL WATER

INITIATIVE

7.3 Cost Recovery and Licence Administration Fees
Page 117

Finding 14

The most recent change to the fee structure means that the Department of Water is operating at
partial rather than full cost recovery.
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Page 118

Finding 15

Partial cost recovery does not appear to put Western Australia in breach of the National Water
Initiative.

Page 120

Finding 16

While the Department of Water’s approach to the calculation of water licence administration
fees appears logical it has not been subjected to rigorous independent analysis nor adequately
communicated to those most affected.

7.7 Timing of Introduction of Fees
Page 144

Finding 17

There is sufficient time under the National Water Initiative to go through a full consultative
process in conjunction with the Economic Regulation Authority before the introduction of full
cost recovery through water resource management charges.

Page 147

Finding 18

The role that the Independent Pricing and Regulatory Tribunal plays in New South Wales is
helpful in that state.

Page 147

Finding 19

The involvement of the Economic Regulation Authority would help Western Australia meet its
National Water Initiative obligations in relation to reporting requirements.
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7.8 Licence Application Fee
Page 149

Finding 20

There is considerable confusion surrounding the refund of application fees paid under the
previous and current schedule of fees imposed by the regulations and subsequent amendments.

7.9 Consultation in Relation to the Schedule of Water Licence

Administration Fees
Page 153

Finding 21

The consultation process has been less than satisfactory for many stakeholders. The basis upon
which fees have been set and levied appears to have caused confusion, misconception and anger
amongst certain stakeholders.

Page 153

Finding 22

The National Water Initiative shows quite clearly that the move toward water reform must
include the development of a clear transitional pathway involving all stakeholders in each step.

CHAPTER 8 APPLICABLE PENALTIES UNDER THE

NATIONAL WATER INITIATIVE
8.2 Accountability under the National Water Initiative costs borne by

the community
Page 157

Finding 23

Cost recovery itself is simply a guiding principle of the National Water Initiative, rather than a
list of specific requirements or activities that must be undertaken.
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8.3 Penalties and Costs Under the National Water Initiative
Page 158

Finding 24

While there are no financial penalties directly resulting from non-compliance with the National
Water Initiative, should the state not comply it risks losing credibility in relation to its
management of water resources.

8.4 Water Smart Australia
Page 161

Finding 25

While there are limited financial penalties under Water Smart Australia for failing to comply
with National Water Initiative cost recovery requirements, should the state not comply it risks
losing credibility in relation to its management of water resources.

CHAPTER 9 LICENSING CURRENTLY EXEMPT

ARRANGEMENTS
9.2 Domestic Bores
Page 173
Finding 26

The licensing of all domestic bores would not necessarily lead to improved monitoring and
management of water resources in the state, or be sustainable in the long term.

Page 173

Finding 27

The indication is that the costs associated with the mandatory licensing of all domestic bores
would far outweigh the benefits of this activity.
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Page 173

Finding 28

In most circumstances, the use of domestic bores can be, and is, adequately managed by
restriction and education.

Page 173

Finding 29

Licensing of all domestic bores will not necessarily achieve equitable social, environmental and
economic outcomes.

Page 173

Finding 30

Because of the impact on the local resource certain parts of the state will require different
approaches to the issue of licensing domestic bores.

Page 174

Finding 31

There are benefits in encouraging the use of domestic bores in certain areas, and the licensing of
these bores may prove a disincentive to this practice.

9.3 Plantations
Page 179

Finding 32

Plantations intercept significant amounts of water. This may be beneficial in some
circumstances, but detrimental in others.

Page 179

Finding 33

Current legislation does not allow the Department of Water to license plantations.
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Page 180

Finding 34

Legislation under development needs to allow for appropriate management of water interception
by plantations.

Page 180

Finding 35

Local government has, and should continue to have, a planning role in the establishment of
plantations.

CHAPTER 10 WATER HARVESTING INFRASTRUCTURE

COSTS
10.1 Landholders Infrastructure Costs
Page 187
Finding 36

Arguments for incorporating recognition of water harvesting costs into water licence
administration fees confuse licence administration fees with water resource management
charges.

Page 187

Finding 37

The committee recognises the considerable infrastructure investment that self suppliers,
including those in the mining and resources sectors, often make.

Page 187

Finding 38

Construction of commercial water supply infrastructure is a business decision.
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Page 188

Finding 39

Capital costs of water supply infrastructure constitute deductible expenditure under the Income
Tax Assessment Act 1997.

CHAPTER 11 NATIONAL WATER INITIATIVE PROVISIONS

FOR A RANGE OF LICENSING SYSTEMS

11.1 Provisions under the National Water Initiative
Page 192

Finding 40

There is sufficient flexibility within the National Water Initiative to allow Western Australia to
develop a water resource management plan appropriate to conditions and circumstances in this
state.

Page 192

Finding 41

Issues such as timing of implementation and knowledge of resources will impact on the state’s
ability to develop and implement water resource management plans appropriate to Western
Australia.

Page 194

Finding 42

High level documents such as the National Water Initiative and the State Water Plan 2007 do
not provide a sufficient level of detail to allow key stakeholders to interpret their impact at a
local level.

Page 196

Finding 43

The same degree of flexibility found in the National Water Initiative is also contained in the
State Water Plan 2007 in relation to current proclaimed areas or those areas covered by future
statutory water management plans.
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Page 199

Finding 44

Local management is both desirable and possible under the National Water Initiative and the
State Water Plan 2007.
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RECOMMENDATIONS

CHAPTER 2 WATER RESOURCES IN WESTERN

AUSTRALIA

2.9 Data Quality
Page 34

Recommendation 1

That government makes further significant investment to ensure ongoing collection, analysis
and use of quality data.

Page 34

Recommendation 2

Water data should be readily available to all stakeholders.

CHAPTER 3 NATIONAL WATER INITIATIVE

3.5 Perceptions of the National Water Initiative
Page 54

Recommendation 3

The Department of Water must increase its efforts to ensure that the community is better
informed in relation to the National Water Initiative and its ramifications, especially its impact
on local areas.
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CHAPTER 4 STRUCTURING FEES AND CHARGES FOR
CURRENT AND FUTURE WATER LICENCES

AND WATER RESOURCE MANAGEMENT
4.1 The Separation of Water Resource Management from Water

Licence Administration
Page 62

Recommendation 4

That there be a fixed licence administration fee that simply reflects the cost of administration of
a licensing system.

Page 62
Recommendation 5

A fixed application fee should remain.

Page 63
Recommendation 6

That the status regarding the refund of application fees be clarified urgently.

Page 63

Recommendation 7

That water resource management charges be imposed separately, but not until statutory water
management plans are in place.
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4.3 HIGHEST VALUE USE OF WATER
Page 68

Recommendation 8

In the development of statutory water management plans, while the highest value use of water
resources must be a consideration, community amenity also needs to be taken into account
before the allocation of water resources.

CHAPTER 5 BENEFITS, COSTS AND IMPOSTS OF A

LICENSING SYSTEM

5.5 Acceptance that a Licensing System Attracts a Cost
Page 84

Recommendation 9

Revenue from licence administration fees should be used for providing the licence
administration service. The allocation of those costs should be transparent.

5.7 Water Trading in Western Australia
Page 93

Recommendation 10

The Department of Water should communicate clearly the requirements needed to be in place
prior to trading of water access entitlements.

Page 93

Recommendation 11

Proposed legislation allowing water access entitlement trading needs to be carefully drafted
following full community consultation.
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Page 94

Recommendation 12

The Department of Water should communicate the co-existence of different types of water
entitlements more clearly to stakeholders.

5.8 Concerns About Water Trading in Western Australia
Page 101

Recommendation 13

That the Department of Water ensures that water access entitlement trading does not commence
until the framework that the National Water Initiative intends is in place.

CHAPTER 6 DEPARTMENT OF WATER’S LICENCE

ADMINISTRATION COSTS

6.3 Involvement of the Economic Regulation Authority
Page 111

Recommendation 14

That the Treasurer directs the Economic Regulation Authority to review the Department of
Water’s costs as a priority.

CHAPTER 7 COMPLIANCE WITH COST RECOVERY
REQUIREMENTS OF THE NATIONAL WATER

INITIATIVE

7.3 Cost Recovery and Licence Administration Fees
Page 120
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The formula for calculating the licence fee be examined by the Economic Regulation Authority.
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7.5 Foundation for Cost Recovery
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Recommendation 16

The cost of appeals should not be included in the calculation of the licence administration fee.

7.7 Timing of Introduction of Fees
Page 147

Recommendation 17

The Economic Regulation Authority independently review the water licence administration
fees.
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Recommendation 18

The Economic Regulation Authority be involved from the beginning of the calculation of any
water resource management charges to be imposed in the future.

7.8 Licence Application Fee
Page 149
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The refund of application fees needs to be clarified as a matter of urgency.
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Administration Fees
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Recommendation 20

That the Department of Water increase its efforts in relation to consultation.
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ARRANGEMENTS

9.3 Plantations
Page 179

Recommendation 21

The Department of Water develop a system of water accounting for plantations with a view to
regulation and licensing.
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Recommendation 22

Plantations should be incorporated into statutory management plans for an area.
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As a matter of course, local government should be involved in the development of the statutory
management plans.
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10.1 Landholders Infrastructure Costs
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The costs incurred by landholders in harvesting water, including dam construction costs should:
e not be considered in the determination of the licence application fee;

e not be considered in the determination of the licence administration fee;

e but should be considered in applying future resource management charges.
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MINISTERIAL RESPONSE

In accordance with Standing Order 277(1) of the Standing Orders of the Legislative Assembly, the
Economics and Industry Standing Committee directs that the Minister for Water Resources and
the Treasurer report to the Assembly as to the action, if any, proposed to be taken by the
Government with respect to the recommendations of the Committee.
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CHAPTER 1 INTRODUCTION

1.1 Referral of the Inquiry

On 22 June 2007 the Government of Western Australia gazetted the Rights in Water and Irrigation
Amendment Regulations 2007.) These regulations amended the Rights in Water and Irrigation
Amendment Regulations 2000 and, amongst other things, included a schedule of fees for licences
and permits.> The introduction of these licence administration fees proved to be particularly
contentious and led to considerable debate in the Legislative Assembly.® On 17 October 2007, the
then Leader of the Opposition, the Hon. Paul Omodei MLA, moved that the government establish
a parliamentary select committee to inquire into the state’s policy on water supply and
management in accordance with his proposed terms of reference, and report to the House by 30
June 2008.* During the subsequent debate the Member for Stirling, Mr Terry Redman MLA,
moved two amendments to the motion.> Debate adjourned on that day and was resumed on 24
October 2007. During that debate the Minister for Water Resources, the Hon. John Kobelke
MLA, moved to amend the motion so as to refer an inquiry into water licensing to the Economics
and Industry Standing Committee, with that Committee to inquire into the terms of reference as
noted on page vii above, and report by 28 February 2008.° The question was put and passed, and
the Inquiry into Water Licensing and Services was referred to the Economics and Industry
Standing Committee.

It is important to note that this Inquiry has very specific terms of reference. These solely concern
water licensing, and issues relating to the Department of Water’s (DoW) cost of water licensing
administration and the implementation of licence administration fees as a means to full cost
recovery. The Inquiry does not explicitly address the broader topic of water resource
management, although the institution of water licence administration fees is one aspect of water
resource management.

Government of Western Australia, Government Gazette, No. 127, 22 June 2007, pp2877-2883. Subsequent to
the disallowance of these regulations, the government gazetted new regulations on 28 December 2007. See
Government of Western Australia, Government Gazette, No. 268, 28 December 2007, pp6425-6431.

See Appendix 5.

See, for example, Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 12 June 2007,
p2784c-2785a/1; Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 13 June 2007,
p3005c; Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 13 June 2007, p3042c-
3074a/1; and Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 15 September
2007, p 4862b.

Hon. P.D. Omodei, Leader of the Opposition, Western Australia, Legislative Assembly, Parliamentary
Debates (Hansard), 17 October 2007, pp6345-46.

Mr D.T. Redman, Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 17 October
2007, p6354.

Hon. John Kobelke, Minister for Water Resources, Western Australia, Legislative Assembly, Parliamentary
Debates (Hansard), 24 October 2007, pp6733-34.

-1-



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 1

1.2 The Committee

The Economics and Industry Standing Committee was appointed on 7 April 2005. Pursuant to
Legislative Assembly Standing Order 287(3), the portfolio responsibilities of the Committee are:
Energy; Consumer and Employment Protection; Science; Agriculture and Forestry; Fisheries;
Water Resources; Housing and Works; Heritage; Planning and Infrastructure; State Development;
Land Information; Tourism; Small Business; Racing and Gaming; Regional Development; and the
Regional Development portfolios of the Midwest and Wheatbelt; the Kimberley, Pilbara and Great
Southern.

1.3 Conduct of the Inquiry

Advertisements calling for submissions to the inquiry were placed in The West Australian
newspaper on 3 November 2007 and Countryman on 8 November 2007. Submissions were
invited from a number of state and federal departments. The Committee received 45 written
submissions which are available on the Parliament’s website.’

The Committee conducted ten formal evidence hearings. Public hearings were noted on the
Parliament’s website and the subsequent transcripts made available by the same means. Those
who provided formal evidence are listed in Appendix Two.

The Committee also received a series of briefings from state and federal agencies, including the
National Water Commission (NWC), Canberra, and a member of the public with particular
expertise in water policy and management. Although briefings to the Committee are not
transcribed and made publicly available, a list of those who provided the briefings can be found in
Appendix Three.

While not formally connected with this Inquiry, in December 2007 the Committee Chair travelled
to Israel as a member of the Western Australian Parliamentary Study Group to Israel.® This study
tour included a water/environment day hosted by the Australia-lIsrael Chamber of Commerce
during which the group visited, and were briefed on, innovative water recycling and dry-land
farming projects in Negev.

1.4 Limitations to the Inquiry

The Inquiry was referred to the Committee on 24 October 2007 with the requirement that it report
to the Legislative Assembly on 28 February 2008. This is a relatively short reporting time,
particularly given the extensive scope of the terms of reference, the level of resourcing and
personnel available and the unavoidable interruptions due to the timing of the Inquiry over

Submissions to the Inquiry are listed in Appendix One.

8 This study group was organised with the assistance of the Australia/lsrael & Jewish Affairs Council, in

conjunction with the Rambam Israel Fellowship Program.
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December/January, a traditional holiday period. This gave rise to a number of factors that
impacted upon the way in which the Committee conducted the Inquiry.

The Committee would generally allow at least six weeks for written submissions to be made to an
Inquiry. However, the reporting timeline meant that only five weeks could be allowed for written
submissions. This created a number of problems, not the least for local governments who meet
monthly and need to meet to resolve to make a submission. This issue was raised on several
occasions with the Committee’s Principal Research Officer. Given the number of requests made,
the Committee decided to accept late submissions on request from potential submitters.

Also, the reporting date provided to the Committee did not afford it the opportunity to travel
throughout the state. Given that the issues concerning water licensing have statewide relevance, it
would have been preferable for the Committee to visit a number of regions and perhaps hold
hearings or receive briefings from interested parties in their local environs. In fact, the Committee
received invitations to travel to the south west of the state for that purpose. However, the
Committee decided that fairness dictate that if it did travel for this Inquiry it should visit a range of
regions impacted by the newly introduced water regulations. Therefore, for time constraint and
equity reasons, the Committee was unable to accept such invitations. The Committee is
disappointed that some stakeholders from the south west declined an invitation to attend a hearing
that would have afforded people the opportunity to speak to their submissions and provide further
insight to the Committee.

Nevertheless, the Committee received evidence from a number of industry associations and action
groups with local and statewide memberships, and feels confident that such organisations are
representative and reflect the perspective of their members. Furthermore, the Committee
appreciates the time and effort that these groups took to make submissions and to travel to Perth to
provide evidence for this Inquiry.

Given the timeframe of the Inquiry, the Committee has generally confined itself to the
submissions and evidence provided to it. While this has generated some excellent data and
afforded considerable insight into the key issues, in an Inquiry of such importance to the state it
also would have been preferable to undertake more extensive background research. This would
have allowed the Committee to conduct a thorough comparative analysis of licensing practices in
other states and countries with a view to determining world’s best practice.

Following the announcement of the Inquiry the Committee received several letters expressing
concerns that the introduction of new regulations by the government would pre-empt the inquiry.
However, the Committee took the view that the terms of reference were all encompassing and not
dependent upon the specific fees introduced. The gazetting of the Rights in Water and Irrigation
Amendment Regulations (no. 3) 2007 did not adversely impact upon the ability of the Committee
to execute an effective inquiry into water licensing and services in Western Australia.

As previously mentioned, this Inquiry’s terms of reference relate specifically to water licensing in
the context of the government regulations concerning water licence administration fees. While
many submissions and evidence at hearings have raised important issues relating to the broader
realm of water resource management and local-state government relations, the Committee has
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been unable to address all of these in this report. Nevertheless, by making the submissions public
documents the Committee is able to at least draw attention to, and raise awareness of, issues not
directly relating to this Inquiry.

1.5 Fusion of Licence Administration and Water Resource
Management Costs

Water is clearly an issue that elicits an emotional response from a broad spectrum of people. This
is demonstrated by the level of debate that preceded this Inquiry, and by the depth of conviction
evident in submissions received and hearings held throughout the Committee’s investigations.

Early in the Inquiry it became clear to the Committee that there was considerable confusion in the
community with regards to the purpose of the Inquiry and in its precise boundaries. Therefore, as
well as discussing licence administration issues, many submissions also addressed the broader
issues concerning water resource management in the state, raising matters that concern
environmental and public benefit allocations and costs, and discussing this in relation to licensing
in general. Furthermore, it became clear to the Committee that many people providing evidence
were under the impression that all statutory water management plans would involve a system of
water access entitlements and mandate water trading. The Committee saw that many water users
were not aware that the DoW expects that the three main systems of water entitlement, namely
water licences, water access entitlements, and basic common law and statutory rights, would be
able to operate within an area’s statutory water management plan, depending on the nature of the
water resources being considered.

There was also considerable confusion over the government’s water licence administration fees
and what they were intended to cover. This resulted in submissions and evidence that conflated
water licence administration with water resource management. For example, many submissions
discussed the seeming unfairness of licence administration fees on the grounds that environmental
and other public benefits came from the water resources in their areas. This suggests an imprecise
understanding of the nature of the government’s introduced fees and the costs they are intended to
recover.

There are further examples of confusion and uncertainty over the government’s plans and these
will be raised throughout the report.

As a result of this confusion much of the information received by the Committee might not be
considered valid under a very precise interpretation of the terms of reference for this Inquiry.
However, the Committee has decided to include much of this material throughout the report, and
has done so for two main reasons. First, the Committee believes it will be useful to the DoW and
the Minister for Water Resources to be aware of the issues raised as this will provide further
insight into the key stakeholders’ understanding of, perspectives on, and confusion surrounding
the matter of water licence administration in particular, and water resource management in
general. Second, while the DoW may have become aware of these issues through their
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consultation process in the development of the State Water Plan 2007,° evidence to the Committee
has raised sufficient concern that this may not be so. This report, then, will help to ensure that the
DoW is cognisant of stakeholders’ issues and concerns.

° Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007.
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CHAPTER 2 WATER RESOURCES IN WESTERN
AUSTRALIA

2.1 INTRODUCTION

Australia has the lowest rainfall and runoff per unit area of any continent in the world,*® and the
variability of runoff is significantly greater than any other continent.* Recently, Australia has
also experienced severe and widespread droughts, increased demand for water and higher
community expectations concerning the health of the environment.> Consequently, ‘water
allocation and management is one of the most contentious issues facing Australians today’.*®

Also, in contrast to many other regions throughout the world, the diversity of surface water
resources in Australia is quite high, with wide variations in flow and quality.** This has led to the
development of dams and distribution systems representing investment of very large amounts of
money.™ According to John Pigram of the Centre for Water Policy Research, University of New
England:

Australia stores more water per capita than any other country in the world and irrigated
agriculture makes the heaviest demands on the resource, accounting for over 70% of all
water used.*®

While water is viewed ‘as part of Australia’s natural capital, servicing a number of important
productive, environmental and social objectives,”*" there is significant variability of both quality
and quantity across the country. The level of development of water resources also varies ‘from
heavily regulated working rivers and groundwater resources, through to rivers and aquifers in

almost pristine condition”.*®

10 Pigram, John J, Australia’s Water Resources: From Use to Management, CSIRO Publishing, Collingwood,

Victoria, 2006, p19.

National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources
for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, p1.

11

12 Submission No. 37 from Mr J. Camkin, 20 December 2007, p2.

B ibid.

" Young, M.D. and McColl, J.C., ‘Robust Reform: The Case for a New Water Entitlement System for
Australia’, The Australian Economic Review, vol. 36, no.2, May 27, 2003, p225.

= ibid.

1 Pigram, John J., ‘Economic Instruments in the Management of Australia’s Water Resources: A Critical

View’, Water Resources Development, vol. 15, no.4, 1999, p493.

ol Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p1l. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

18 ibid.
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At present, Western Australia is in a relatively fortunate position for a number of reasons:

Despite the state’s arid climate, significant water resources exist.'®

The state has experienced water resource pressures later than other parts of the country or
the world.

The allocation of water resources by water resource managers has generally been
. 20
cautious.

Nevertheless, a number of factors indicate that there is no room for complacency in the
governance and management of Western Australia’s water resources. These include:

a doubling of water use in Western Australia between 1985 and 2000;
predictions that water use will double again by 2020;

current use that ‘is running ahead of predictions’;

a 10% to 15% decline in rainfall in the southwest over the past 30 years;
a 40% to 50% decline in stream runoff;

increased competition for water resources; and

increased disputes over water.?

Furthermore, while Western Australia has significant water resources, these are not necessarily of
useful quality® or in proximity to their likely use.”® As Churchill Fellow, Mr Jeff Camkin, notes:

the total quantity of water available to Western Australia and other jurisdiction[s] is not a
true indicator of the challenges faced. Water resources of suitable quality are often
remote from demand centres and transporting water is expensive.?*

19

20

21

22

23

24

Government of Western Australia, State Water Plan 2007, Department of the Premier and Cabinet, Perth,
2007, p25.

Submission No. 37 from Mr J. Camkin, 20 December 2007, p2.

ibid.

Government of Western Australia, State Water Plan 2007, Department of the Premier and Cabinet, Perth,
2007, p25.

National Water Commission, Australian Water Resources 2005: A baseline assessment of water resources
for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, p19.

Submission No. 37 from Mr J. Camkin, 20 December 2007, p5.
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As in other parts of the country, due to the uneven distribution of water resources in Western
Australia, engineering projects have also played an important role in bringing water to areas with
insufficient water resources to meet the needs of this state.”®

While water resource management in this state is ‘relatively simple’ in that ‘few of the State’s
water resources are significantly over-allocated, very few cross state borders, none cross
international borders and the community is, in general, capable of paying for good management of
its resources,” the factors presently impacting upon our water resources suggests that ‘water

management will become more complex, and more contentious’.®

2.2 Water Governance and Management in Western Australia

The governance of water in Western Australia is vested in the state government under the
Australian Constitution. However, in recent times:

international issues, common jurisdictional concerns and Commonwealth leverage of
Section 96 of the Australian Constitution (which allows the Commonwealth to grant
financial assistance to any state on terms determined by the Commonwealth) have
accelerated the development of a federal role in the national water policy.?’

Commonwealth involvement is demonstrated by Council of Australian Governments (COAG)
involvement in the states’ water reform agendas through the National Competition Policy in the
1990s, and more recently the development of the NWI with the states’ and territories’ obligation
to perform under this agreement, and the Water Smart agreements.?

Governance of water in Western Australia sits under the portfolio of Water Resources, with the
Minister for Water Resources having responsibility for several government agencies including the
Water Corporation. The minister is also able to establish committees to assist in the management
of water resources. These can provide a formal and continuing interaction with the community
and stakeholders.”®

The State Water Plan 2007 (SWP) lists a number of key government agencies in the governance of
Western Australia’s water resources, as follows:

e Agwest (Bunbury Water Board)

2 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p8.

2 Submission No. 37 from Mr J. Camkin, 20 December 2007, p5.

2 Turral, Hugh and Fullagar, Imogen, ‘Institutional Directions in Groundwater Management in Australia’, in

M. Giordano and K.G. Villholth (eds.), The Agricultural Groundwater Revolution: Opportunities and
Threats to Development, CAB International, Oxfordale UK, 2007, p321.

28 Chapter 3 explains the NWI in more detail; Chapter 8 details applicable penalties under the NWI and the
Water Smart funding agreements.

2 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p12.
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e Busselton Water Board

e Department of Environment and Conservation
e Department of Fisheries

e Department of Health

e Department of Water

e Economic Regulation Authority

e Environmental Protection Authority

e Local Government

e Water Corporation

e Western Australian Planning Commission®

These organisations provide a framework from which the proper management of Western
Australia’s water resources is made possible. Good management of the state’s water resources is
essential for the continuance of the many water uses within the state as well as the maintenance of
environmental standards. A brief overview of the role of the major agencies is given below. Also
discussed is the role of irrigation cooperatives in Western Australia, which also play an important
part in water governance.

(@) The Department of Water

Of the all agencies listed in the SWP, the Department of Water (DoW), established in 2005, is the
key statutory agency. It is enabled by, and operates under, the Rights in Water and Irrigation Act
1914.3* A number of other Acts which have an effect on the operations of the DoW are currently
being re-drafted along with the enabling Act to provide one piece of legislation that is modernised
and simplified.*

The DoW is ‘responsible for water policy and planning and the overall management and
regulation of water resources’.** The Minister of Water Resources is supported by this agency
with accountabilities including:

e water resource assessment and investigation;

% ibid., p8.

3 Submission No. 29 from Department of Water, 21 December 2007, p5.
2 ibid.

8 ibid.
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e catchment management;

e water source protection;

e drainage and floodplain management;

e providing for the security of water for the environment and the community, and
e licensing of water for use.*

The Water Planning Framework outlined in the SWP outlines the various strategic plans that are
primarily the responsibility of the DoW and which address the accountabilities listed above. *
These plans:

acknowledge the multiple objectives in water cycle management and potential and agreed
tradeoffs between these objectives. Plans outline the actions, operating strategies and
compliance practices to achieve agreed outcomes.*

Strategic water issue plans allow for action on specific issues and these may overlap with water
user and community plans. ¥ Also important are the regional water plans, including statutory
water management plans, drinking water protection plans, drainage management plans and
floodplain management plans. The Conservation Council of Western Australia Inc. views
regional water plans as an ‘essential part’ of the SWP,*® which will then lead into the development
of statutory water management plans once the review of legislation is finalised.

(b) Water Corporation, Busselton Water Board and Agwest

Along with the DoW, the Water Corporation, Aqwest (the Bunbury Water Board) and Busselton
Water Board provide essential water services. The Minister for Water Resources is also
responsible for these organisations.*® These are government-owned organisations which are
responsible for the provision of water to acceptable standards and for the planning of source
development.*

3 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p8;
Submission No. 29 from Department of Water, 21 December 2007, p5.

* Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p49, 51, 53, 54
and 55.

% Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p49.

s ibid., p49, 51, 53, 54, and 55.

% Mr Christopher Tallentire, Director, Conservation Council of Western Australia Inc., Transcript of Evidence,

31 January 2008, p2.
Submission No. 29 from Department of Water, 21 December 2007, p5.
40 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p8.

39
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(c) Economic Regulation Authority

Another key government agency with regards to water management in Western Australia is the
Economic Regulation Authority (ERA). The ERA has a continuing role in the reviewing of water
and wastewater charges and providing advice to government on these issues.*’ While the
government is ultimately responsible for setting water charges for the three major water storage
and delivery providers, (the Water Corporation, Aqwest and the Busselton Water Board), charges

‘are based, in part, on the recommendations of the Economic Regulation Authority (ERA)’.*

The ERA has completed independent reports on water and wastewater pricing, conducts annual
reviews of Water Corporation tariffs, and has reviewed private sector proposals.”® It provides
oversight, when referred by the Treasurer, and conducts inquiries into both urban and rural water
and wastewater pricing as well as other matters.*

The ERA also sets the quality of service delivery. Specific requirements set by the ERA relate to
major areas such as drinking water quality, infrastructure performance and wastewater recycling.*

In addition to these activities, the ERA ‘licenses water service providers’ and ‘monitors
compliance with licence service standards’.*°

The functions of the ERA in general inform Government pricing decisions on scheme water
supplies and source options.*’

(d) Other Key Agencies

Other agencies involved in water management in Western Australia and relating more specifically
to natural resources management are the Department of Environment and Conservation (DEC),
which ‘regulates wastewater discharges and promotes, protects and manages biodiversity,” and the

o ibid., p33.

42 NWI Steering Group on Water Charges, Rural Water Charging Stocktake: Water Storage and Delivery

Charges in the Rural Water Sector in Australia, National Water Commission, Canberra, February 2007, pé.
Available at: http://www.nwc.gov.au/nwi/docs/RuralWaterChargingStocktake Feb%2021.pdf. Accessed on
14 February 2008.

43 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p64 and 84;
Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p9.

“ Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p9; Department of Water, State Water Plan,
Government of Western Australia, Perth, 2007, p8 and10.

o Department of Water, State Water Plan, Government of Western Australia, Perth, 2007, p8.

46 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p9.
4 ibid.
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Department of Fisheries which ‘conserves, manages and shares fish, marine and living aquatic

resources’.*

The Western Australian Planning Commission ‘plans for the protection and management of water
resources as an integral component of land use planning’.*®

The Department of Health is involved in the development of guidelines for drinking water and
monitoring compliance with regard to this.>

(e) Local Government

Local government provides wastewater, drainage and sewerage work and services in some parts of
the state.>> The need to work with local governments on water resource management and reform
is acknowledged by the state government. It recognises the contribution from, and the
consultation requirements with, these bodies in this area.>® For example, the SWP states:

there is a need to engage with local government as many land use planning and approval
processes occur at this level, within a context of statewide land planning policy. This is a
challenge for water planning due to its largely centralised approach to development.
Effective community engagement will assist in this regard.*

H Irrigation Cooperatives

Irrigation cooperatives such as Harvey Water, the Ord Irrigation Cooperative, the Gascoyne
Irrigation Cooperative and the Preston Valley Irrigation Cooperative are bulk water users which
are licensed under the current licensing regime administered by the DoW. These organisations
were separated from the Water Corporation and transferred to local irrigator ownership as part of
the Council of Australian Governments (COAG) water reforms and NCP policies.> They are
licensed under the Water Services Licensing Act 1995. A key element of this transfer was the:

transfer via a bulk water licence to the principal Cooperative entity as the custodial body
for the individual irrigator entitlements. Integral to this process was the acceptance by the
Cooperatives that water administration functions and their cost in relation to individual

8 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p9; Department of Water, State Water Plan 2007,
Government of Western Australia, Perth, 2007, p8.

49 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p8.

%0 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p9.

o Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p8 and 84.
52 ibid., p20, 53, 57, and 71.
5 ibid., p10.

5 Submission No. 41 from Harvey Water, 16 January 2008, p10. Ownership has been in the hands of local

irrigators since 1996 for Harvey, 1998 for Preston Valley, 2001 for Gascoyne and 2002 for Ord River.
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irrigator entitlements would become the responsibility of the Cooperatives and therefore
their individual members.*

As a result of this, these organisations now provide their individual members with water resource
management services such as licensing support, compliance functions, provision of information,
representation and many more.>®

2.3 Future Direction for Governance

When COAG began to investigate water resources as a federal issue it found that much Australian
water use was inefficient and that in spite of being the driest inhabited continent, there was

abundant resources, meaning that ‘[m]ismanagement not shortage was the issue’.>’

For any territory, state or country, water is a vital resource. Apart from drinking water and water
for domestic use, water is required for agriculture, industry and a variety of other uses. In
particular, the environment is a recognised use of water.® It can be significantly impacted by the
taking of water for other uses.*®

With regard to the resources available to provide for these uses, Western Australia has large areas
with low and variable rainfall.®® Heavier rainfall patterns exist in the south west regions and in the
north of the state, where there are areas with abundant rainfall.®*  Significant groundwater
resources exist throughout the state; however, the quality of these resources can vary.® Since
water resources and the demand for their use are not evenly matched geographically throughout
Western Australia, there is a need for careful management of these resources.®

% Submission No. 41 from Harvey Water, 16 January 2008, p10.

% ibid., pp4-11. This is discussed further in Chapter 7.

> Young M.D. and McColl J.C., ‘Robust Reform: The Case for a New Water Entitlement System for

Australia’, The Australian Economic Review, vol. 36, no.2, May 27 2003, p225.

%8 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p4.

% CSIRO Land and Water, “Water in Australia - Rivers and Estuaries’, 2005. Available at: http://www.clw.

csiro.au/issues/water/rivers_estuaries/fag.html. Accessed on 11 February 2008.

Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p26; Pigram,
John J., Australia’s Water Resources: From Use to Management, CSIRO Publishing, Collingwood, Victoria,
2006, p19 and 20.

Department of Water, State Water Plan2007, Government of Western Australia, Perth, 2007, p26; National
Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources for the
National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results, Commonwealth of
Australia, Canberra, 2007, p19.

62 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p21,22 and 25.
63

60

61

Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p22;
Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p8.
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While a considerable number of areas within Western Australia are not highly developed, there are
many areas where water resources are under stress.** A growing population will continue to exert
further pressures in this regard.*® Good water management will be necessary to balance the
competing uses of the state’s water resources. As the Conservation Council of Western Australia
Inc. states, ‘[s]tewardship of the common good of water is vital for the future sustainable

development of Western Australia’.®®

While there are significant challenges facing Western Australia in the management of its water
resources, there remains a ‘window of opportunity’, albeit one that is “closing fast’.®’ In his 2003
Churchill Fellowship report, Mr Jeff Camkin found, amongst other things, that:

national and international experience provides major opportunities for learning; and

isolated locations such as Western Australia need to make an extra effort to capture that
experience.®

Mr Camkin sees major benefits in governance structures being developed in Western Australia,
including government policy, modern water legislation and a state water plan documenting
implementation.® He points to two world’s best practice examples that Western Australia would
be wise to follow, namely South Africa and Brazil, countries which have ‘successfully undertaken
major reform over the last ten years’.” Further information on the Agéncia Nacional de Aguas —
ANA, the federal entity charged with implementing the Brazilian National Water Resources
Policy, can be found at Appendix Seven.”

The Committee considers it vital to the health and welfare of all Western Australians and the
Western Australian economy that the state learns from the experiences of other jurisdictions in the
country and throughout the world, and delivers a water resource management regime that best
suits our social, environmental, cultural and economic needs.

64 Australian Government, ‘Australian Natural Resources Atlas: Water Resources - Overview -Western

Australia’, 2008. Available at: http://www.anra.gov.au/topics/water/overview/wa/index.html. Accessed on
11 February 2008; Marsden Jacob Associates, Water Entitlements, Water Plans & Trading for Western
Australia, Marsden Jacob Associates Pty Ltd, Victoria, 2006, p70.

6 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p73.
66 Submission No. 31 from Conservation Council of Western Australia Inc., 19 December 2007, p1.
o7 Submission No. 37 from Mr J. Camkin, 20 December 2007, p2.

68 ibid., p3.

® ibid.

0 ibid.

n Nacional de Aguas — ANA, Abstraction Charges in Practice: The Brazilian Experience, November 2007,

provided by Mr Jeff Camkin, Email Correspondence, 29 January 2008.
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2.4 Water Resources in Western Australia

The SWP, which is based on an assessment in 2000, states that the total estimated sustainable yield
for Western Australia is about 11,500 gigalitres (GL).”® In 2005 the National Water Commission
(NWC) regarded the total sustainable yield for Western Australia to be 8,621 GL.”® While
acknowledging that ‘there is no standardised method across Australia for determining the

sustainable yield’,” the NWC defines ‘sustainable yield’ as:

the level of water extraction from a particular system that, if exceeded, would compromise
key environmental assets, or ecosystem functions and the productive base of the resource.
(NWI Schedule B). "

Sustainable yields are generally based on the average level of extractions and/or diversions over a
number of years. Therefore, given that climate and water availability will vary on an annual basis,
‘diversions/extractions can be expected to be greater than the sustainable yield in some years and
less than sustainable yield in others”.”

While the Committee recognises that there are variations in definitions, and thus estimations, of
sustainable yields, this chapter of the report draws on the sustainable yield figures provided in the
SWP as they relate in detail to specific surface or groundwater divisions in Western Australia.

Furthermore, it should not generally be assumed that figures relating to sustainable yield such as
those provided by the NWC or state agencies have taken into account the potential impact of
climate change, unless this is specifically stated.”’

It is also important to note that while there can be considerable interconnectivity between surface
and groundwater systems, information on surface-groundwater interactions is limited and, as such,
the potential for double counting of water resources is high.”

2 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p22.

National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources
for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, pxiv. This figure is based on long-term averages.

73

7 ibid., p58.

S ibid.

i ibid.

" Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

8 National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources

for the National Water Initiative - Level 2 Assessment: Water Availability Theme, National Perspective,
Commonwealth of Australia, Canberra, 2007, p5.
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The balance of this chapter provides an overview of Western Australia’s water resources. It is
intended to provide an indication of the state’s resources rather than a comprehensive guide or
definitive statement as to their quantity or quality.”

There are various ways in which geographic regions are classified in relation to water resources in
Western Australia.  Generally, the boundaries of these regions are chosen with regard to
geological, climatic or other similarities within a region, or there may be classifications based on
management regimes or criteria as required by various management authorities or agencies.
Given that this report is concerned with the state government’s licensing administration regime it
draws on the classification system described in the SWP. This system is comprised of three major
classifications, namely, ‘groundwater divisions’, ‘surface water divisions’, and ‘groundwater
management areas’.*

Western Australia has seven groundwater divisions: Canning, Carnarvon, Kimberley, Officer -
Eucla, Perth, Pilbara and Yilgarn (see SWP map p24).%' These are further subdivided into 174
groundwater management units.*

There are four surface water divisions in Western Australia, namely Indian Ocean, South West,
Timor Sea and Western Plateau (see SWP map p26).% These are further subdivided into 44
surface water management areas. The Timor Sea and Western Plateau Divisions cross
state/territory boundaries.®*

Groundwater management areas under the Rights in Water and Irrigation Act 1914 (WA) (RIWI
Act) are detailed in the Department of Water’s map of groundwater management areas.®> Some

I This report cannot provide a comprehensive overview of the literature available on the state’s water

resources. Readers are referred to such publications as: McFarlane, D.J., Context Report on South West
Water Resources for Expert Panel Examining Kimberley Water Supply Options, Client Report to W.A.
Government, CSIRO Water for a Healthy Country National Research Flagship, Canberra, March 2005;
Department of Water, South West Water Resources - Regional Overview, Government of Western Australia,
Perth, April 2007; Australian Government, Australian Natural Resources Atlas, Western Australia Water
Resources Assessment 2000 Report, 2000. Available at:  http://www.anra.gov.au/topics/water/pubs/state_
overview/wa_ovpage.html. Accessed on 22 January 2008.

80 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p24, 26 and 50.
8l ibid., p24.

8 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p142.

8 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p26.
o ibid.
8 Department of Water, Water Resources Use Division, MAP: Rights in Water and Irrigation Act, 1914 -
Groundwater Management Areas 2007  (J:\Project\C_series\C2018\0001\mxd\RIWI_GWAs.mxd),

Government of Western Australia, Perth, 2007.
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parts of the south of the state (approximately 12%) are not covered by any groundwater
management area and are referred to as unincorporated areas.®

It is important to take care when referring to geographic areas by a particular name (for example,
Pilbara), as the geographic area referred to by that name varies depending on the classification
used. For example, the management area with that name may be vastly different from the surface
or groundwater area of the same name.

For detailed information on some specific surface and groundwater areas of note, see Appendix A
of the Department of Water’s submission to this inquiry.?’

2.5 Groundwater

(@) Introduction and Overview

Western Australia’s ground water varies from fresh (less than 500mg salt/litre) to Hypersaline
(greater than 35,000 mg salt/litre).28 These resources are also localised and fragmented.®® The
main types of aquifers are unconsolidated sediments or superficial deposits, sedimentary basins
and fractured rocks.”® Mean annual deep drainage to groundwater reserves is greatest in the Timor
Sea and South West surface water divisions (15.5mm and 14.2mm respectively).”> The mean
annual deep drainage to groundwater in the Indian Ocean and Western Plateau surface water
divisions is 5.0mm and 4.9mm respectively. *2

The total estimated sustainable yield for groundwater resources in Western Australia is around
6,300 gigalitres (GL).** Approximately 3,300 GL of these resources are found in sedimentary

8 Department of Water, MAP: Rights in Water and Irrigation Act, 1914 - Groundwater Management Areas

2007, Government of Western Australia, Perth, 2007; National Water Commission, Australian Water
Resources 2005: A Baseline Assessment of Water Resources for the National Water Initiative - Key Findings
of the Level 2 Assessment: Summary Results, Commonwealth of Australia, Canberra, 2007, p87.

8 Submission No. 29 from Department of Water, 21 December 2007, Appendix A.

8 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p21 and 25.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p8.

89

% Submission No. 29 from Department of Water, 21 December 2007, Appendix A.

o1 National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources

for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, p21.
92 ibid.
9 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.
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basins (Canning, Carnarvon, Perth and Officer-Eucla) and around 3,000 GL in fractured rock
provinces (Kimberley, Pilbara and Yilgarn). %

Many of the resources in the fractured rock provinces of Kimberley, Pilbara and Yilgarn are
relatively small and dispersed. ® Western Australia’s Implementation Plan for the National Water
Initiative states that ‘while they can be very significant to local mining and pastoral operations,
they do not generally lend themselves to the development of large single resources’.”

(b) Western Australia’s Groundwater Divisions
() Canning

The sedimentary Canning Division is a significant groundwater resource®” with a sustainable yield
of 827 GL.® The Canning basin contains both fresh and brackish groundwater resources® which
are mostly undeveloped.*”

(i)  Carnarvon
The sustainable yield for groundwater in the Carnarvon Division is 244 GL.**

The Gascoyne River’s alluvial aquifer is the major fresh groundwater resource in this division,'*
and the flow of the Gascoyne River recharges aquifers in this area.'%®

. ibid.
% Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p142.

% ibid.

o Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p24.

% ibid., p22.

% ibid., p25.

100 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p142.

101 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p22.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p142.

102

103 Irrigation Review Steering Committee (for Government of Western Australia), State Water Strategy

Irrigation Review Final Report, Government of Western Australia, Perth, 2005, p64.
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Western Australia’s Groundwater Divisions!®

LEGEND

Canning
Carnarvon

Kimberley
Officer - Eucla
Perth
Pilbara
Yilgarn

ooecomEO

Western Australia’s groundwater divisions

Groundwater recharge in this division is intermittent and, therefore, requires careful
management.'®> Deep confined artesian aquifers offer limited supplies of brackish to saline
groundwater.'® Minor fresh groundwater resources in this division also exist near Kalbarri and
Exmouth.*”’

104 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p24.

105 ibid., p13.

108 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p142.

17 ibid.
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(i)  Kimberley

The sustainable yield for Kimberley groundwater is 813 GL.!® The groundwater in this division
is relatively unutilised for commercial or public water supply purposes.*®

(iv)  Officer-Eucla

Some brackish and some fresh groundwater are found in the Officer-Eucla basin.**® The
sustainable yield for groundwater is 271 GL.*' At present, this groundwater is used by
Aboriginal communities, and for pastoral purposes. **?

(V) Perth
The sustainable yield for groundwater in the Perth division is 1,937 GL.**®

According to the DoW, ‘the Perth Basin has the largest fresh groundwater availability in the

State’*** and “is Western Australia’s most important groundwater resource’.**®

The Perth division also contains the Gnangara mound (located between Gingin and the Swan
River'*®) which is the source of 60% of Perth’s potable scheme water.’'” The Superficial,
Leederville and Yarragadee aquifers are the main groundwater deposits of the Gnangara mound
and have in themselves been described as ‘the most important water resources in Western
Australia’.**® The Gnangara mound is under considerable stress due to a combination of reduced

108 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

109 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p142.

10 ibid., p144.

1 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

12 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p144.

113 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p144.

114

1 Submission No. 29 from Department of Water, 21 December 2007, Appendix A.

116 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p148.

ll Irrigation Review Steering Committee (for Government of Western Australia), State Water Strategy
Irrigation Review Final Report, Government of Western Australia, Perth, July 2005, p15.

e ibid.

-21-



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 2

rainfall and demand pressures from a variety of uses.'’® The quality of the water from this

resource may also be decreasing.® The levels of groundwater across the Gnangara mound have
lowered since the mid-1990s due to lower rainfall, changes in land use and increased
abstraction.'*

About 2,700 million cubic meters are also stored in the smaller Jandakot Mound, south of Perth.*??
Professor Jorg Imberger has stated that significant resources also exist in the South West
Yarragadee aquifer.'®

A variety of ecosystems including lakes, wetlands and caves are supported by the Perth Basin’s
superficial aquifers.”** Nevertheless, agriculture and public water supply accounts for much of the
usage of the resources in this basin.**> Given that ‘the Perth Basin is the most heavily populated
area in the state’,*?® this is hardly surprising. As at March 2005, the total of all Allocation Limits
(ALs) for fresh water from groundwater areas on the Perth basin was 1,453GL per year, of which
52% was already licensed, 8% held in public reserves and another 11% was pending approval of
application. This means that a potential 71% of available groundwater in the Perth basin had been
allocated.””” However, any interpretation or application of these figures must be taken with
caution as, according to the Commonwealth Scientific and Industrial Research Organisation
(CSIRO), there are several qualifications to be considered.'?®

(vi) Pilbara
L 129

The sustainable yield for groundwater in the Pilbara is 472 G

Many of the fractured rock aquifers in this division contain freshwater.

119 ibid.
120 ibid

121 Water and Rivers Commission, Water and Rivers Commission Annual Report 2006 -07 (Number 12), Water

and Rivers Commission, Perth, September 2007, p32.

122 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p148.

123 Imberger, Jorg, Professor, Centre for Water Research, University of Western Australia, Transcript of
Evidence, Thursday, 20 December 2007, p2 and 4.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p144.

1% ibid.
126 ibid.

127

124

CSIRO, Context Report on South West Water Resources For: Expert Panel Examining Kimberley Water
Supply Options, Government of Western Australia, Perth, March 2005, p31.

128 CSIRO, Context Report on South West Water Resources For: Expert Panel Examining Kimberley Water

Supply Options, Government of Western Australia, Perth, March 2005, p31.

129 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p22.
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The area is prone to extended drought. Therefore, as well as having significant social and cultural
value, groundwater in the Pilbara is very important to the maintenance of ecosystems.”*® Some of
these resources have been developed for use at mine sites and as drinking water. *** This has been
done as either scheme water plans or localised on-site development.**

(vii) Yilgarn
The sustainable yield for groundwater in Yilgarn is 1,740 GL.***®

This division has a large volume of groundwater, a great deal of which is saline or hypersaline in
fractured rock aquifers.** Mining accounts for most of the use of these resources.*®

2.6 Surface water

(@) Introduction and Overview

It is estimated that 90% of rainfall is either evaporated or used by plants, with the remaining 10%
becoming runoff or groundwater recharge.**®

Drought and floods are a feature of the Australian landscape,™*’ and consequently Australia’s
rivers are variable over time in respect to both runoff and stream flow.*®® This necessarily impacts
on water quality, which also varies over time.**

Runoff varies significantly across the state. While the Timor Sea surface water division (which is
spread over the top of Western Australia and the Northern Territory) accounts, on average, for

130 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p142.

131 ibid.

182 ibid.

138 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

134 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p144.
13 ibid.
136 National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources
for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, pvii.

137 Pigram, John J, Australia’s Water Resources: From Use to Management, CSIRO Publishing, Collingwood,

Victoria, 2006, p28.
138 ibid., p22.
139 ibid.
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22.1% of Australia’s runoff, the South West, Western Plateau (also extending over state/territory
boundaries) and Indian Ocean divisions receive 1.7%, 1.5% and 0.5% respectively.*°

The main seasonal rainfall zones of the state can be seen in the following map provided in the
SWP.141

Wetlands, streams, rivers and man-made dams are all surface water systems and such systems
‘support water dependent ecosystems’.*** The DoW reports that ‘there are 44 surface water
management areas in Western Australia’, which are grouped into the four drainage divisions of

Timor Sea, Indian Ocean, Western Plateau and South West.**

The total sustainable yield for surface water in Western Australia is around 5,200 GL.*** Surface
waters in the north of the state tend to be more related to cyclone activity, while surface waters in
the south are mostly ephemeral.* At February 2005 the total sustainable yield of fresh water
from 1e£oclaimed rivers in the state was 4,878 GL per year, with 20% licensed and 13.5% being
used.

In 2005, there were 48 large dams in Western Australia,**’ with a total capacity of 12,148 GL.**®
At that time the volume stored in those dams was 10,135 GL.*° The vast majority of large dams
are situated in the South West drainage division and the Timor Sea drainage division.™®® In June
2005, the storage levels for large dams in the South West drainage division was less than 40% of

140 National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources

for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, p19.

1 Government of Western Australia, State Water Plan 2007, Department of the Premier and Cabinet, Perth,

2007, p18.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p144.

143 ibid.

144

142

Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p8.

145

16 CSIRO, Context Report on South West Water Resources For: Expert Panel Examining Kimberley Water

Supply Options, Government of Western Australia, Perth, March 2005, p23.

147 Australian Bureau of Statistics, Water Account Australia 2004-05, Commonwealth of Australia, Canberra,

2006, p124.
148 ibid., p8.
149 ibid.

150 ibid, p117.
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1 In the Timor Sea drainage division at this time storage was more than 80% of

capacity.'*
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Irrigated farm dams in Western Australia have a storage capacity of 212 GL, or 7% of the

Australian total for these dams.

154

» 155

The NWC found that ‘farm dams appear to be a significant interceptor of runoff’. Every
megalitre of stored water may reduce stream flow by 0.84 ML and there have been estimates in

Victoria that 70% of stored water is lost to evaporation.

156

151

152

153

154

ibid.
ibid.
Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
pl8.

ibid., p124.
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(b)

(i)

Western Australia’s Surface Water Divisions

Western Australia’s Surface Water Divisions™’

LEGEND

E Indian Ocean
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] Timor Sea

[l Western Plateau

Western Australia’s surface water divisions

Indian Ocean

This area has a low level of surface water resources,’® with a sustainable yield of 440 GL.**
Many rivers in the Indian Ocean drainage division are salty, with the exception of the Gascoyne

River.

160

155

156

157

158

159

160

National Water Commission, Australian Water Resources 2005: A Baseline Assessment of Water Resources
for the National Water Initiative - Key Findings of the Level 2 Assessment: Summary Results,
Commonwealth of Australia, Canberra, 2007, p23.

ibid.
Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p26.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p145.

Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p145.
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This division has a high variability in rainfall, with cyclones bringing much of the rain
interspersed with long periods of little or no rain.**

The Harding Dam near Karratha is the division’s main public water supply.'®?
(i) South West

The South West drainage division has the second highest rainfall in the state and includes 20
major river systems.'®® Its sustainable yield for surface water is 1,610 GL.** As at March 2005
the (then) current sustainable yield was 57% allocated and 28% used, which is higher than the
State overall due to the demand created by population and development.*®

Dams, weirs and reservoirs have altered the flows of many of the river systems in the area. It
contains the Harvey, Waroona and Preston Valley irrigation areas.'®®

Although the South West division has in the past been more consistent in its rainfall than other
parts of the state, climate change has negatively affected this pattern. **’

This division also contains the Swan Coastal Plain.*®® Development and land use changes have
put substantial pressures on the wetlands of the Swan Coastal Plain.'®°

(iii)  Timor Sea

The Timor Sea drainage division has the greatest surface water resources in the state.!® The
climate in this division ‘is tropical monsoonal with distinct wet and dry seasons, high average

maximum temperatures and evaporation’.171 Infrastructure costs for the storing of water can be

161 ibid.

162 ibid.

163 ibid.

164 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

165 CSIRO, Context Report on South West Water Resources For: Expert Panel Examining Kimberley Water

Supply Options, Government of Western Australia, Perth, March 2005, p23.

166 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p145.

167 ibid.
168 ibid.
169 ibid.
1o ibid., p144.
1 ibid., p144.
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high due to the high variability of river system flows.}”* The sustainable yield for surface water is
3,160 GL.'"

The Ord and Fitzroy river systems are contained in this division.'’* The damming of the Ord
River to form Lake Argyle has had a significant impact on the natural flows of the Ord River.!”
Many industries, including agriculture, diamond mining, hydroelectricity and tourism, are
supported by these water resources.*”® The water in this region also has considerable Aboriginal
cultural significance.*”

(iv)  Western Plateau

This very large area is mostly desert and has virtually no surface water resources.'”® The
sustainable yield for surface water in the Western Plateau drainage division is 1 GL.*"

2.7 Other Resources

Although the focus of this report is surface and ground waters, it is important to note that there
are also other possibilities for the sourcing of water. These include, but are not limited to:

e the desalination plant currently operating in Kwinana, and a second plant also
proposed for Binningup;**° and

e the possibility of waste water recycling or direct aquifer recharge.*®

Also, salinity management in Denmark, Kent, Collie, Warren and Helena catchments is
demonstrating that significant reductions in salinity can be achieved in saline catchments,
changing the nature of the resource.'®?

172 ibid.
173 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,

p22.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p144.

174

s ibid.

1re ibid.

o ibid.

18 ibid., p145.

e G202vernment of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007,
p22.

180 Water and Rivers Commission, Water and Rivers Commission Annual Report 2006 -07 (Number 12), Water
and Rivers Commission, Perth, September 2007, p7.

181 ibid.

182 ibid., pp24-26.
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2.8 Climate Change

Throughout the world the potential impacts of climate change are becoming increasingly well
recognised. If some of the predictions of climate change are realised, there may be regions of
Australia that experience quite different rainfall regimes and the associated effects on the certainty
of water supply.’® The NWC states that “for determination of water availability, improved and
consistent methods that take into account longer time sequences and future climate predictions are

required’.’®

In Western Australia in recent years, the south of the state has been drier and the north wetter.'*®
There has been a substantial reduction in rainfall in Perth over the last 25 years, and this is likely
to continue.’®® This necessarily impacts upon the state’s water resources, and the annual inflow to
integrated water supply dams in Western Australia has recently decreased substantially.*®” The
average annual inflow into dams of 338 GL over the years 1911-1974 dropped to an average of
177 GL between 1975-1996, and fell to 114 GL between 1997-2005.'%

Professor Imberger of the University of Western Australia’s Centre for Water Research advised
the Committee that, in relation to climate change, ‘the south west is the most severely impacted
region in the world’.*® Given this, it is imperative that any water plan considers the impact of
climate change on the availability of water resources and its best possible use.

While the National Water Initiative (NWI) is outlined in detail in Chapter 3, at this stage it is
useful to note that it recognises the risk that seasonal or long-term climate change poses to water
resources, and includes a quantified risk assignment framework to apply to reductions in the
availability of water for consumptive use.*®® When reductions to the consumptive pool occur, all
users, including the environment and amenity users, bear the consequences. The recognition of
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risks such as seasonal or long-term climate change and irregular natural occurrences such as

bushfires and droughts has led to the requirement that water plans are effectively revised

periodgically to ensure allocations are made based on current knowledge of the consumptive
191

pool.

2.9 Data Quality

The principles of the NWI (outlined in Chapter 3) dictate sound and effective planning of water
resources. Planning gives both people and government greater long-term security. As Irrigation
Australia - WA Region (IAL-WA) stated, ‘it also leads to a greater awareness of our water
resources’.'*? It is obvious that to be sound and effective, planning must be based on accurate and
up-to-date data concerning the sustainable yield, the quality of water available, and its current use.
This is recognised in the Auditor General’s statement that:

water resource investigation and assessment should be the basis for all of the planning,
allocation and licensing work of the WRC [Water and Rivers Commission]. Without
accurate information about the quality and quantity of water resources and a good
understanding of the likely impacts of water use, the WRC is restricted in its capacity to
effectively manage WA’s water resources.™”

Similarly, the DoW acknowledges that:

an understanding of our water resources including catchments, river systems and
groundwater is essential to their protection, informed planning, development, allocation
and sustainable use.™**

With respect to data quality, it should be noted that the NWC has recommended a number of
possible improvements to the existing national water resources data sets.'*® With reference to its
study of 51 groundwater management areas across Australia, the NWC states that these areas
‘provide a baseline against which future changes can be assessed and an understanding of where

data and information is lacking or uncertain’.*®
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During this Inquiry the Committee became concerned about both the amount of information
available concerning Western Australia’s water resources and the quality of that information. For
example, the 2007 Department of Water report on water resources in the south west utilises
statistics on surface water as per a CSIRO March 2005 report.’®” In turn, the CSIRO report is
partially based on data from as far back as the Western Australia Water Assessment 2000, which
formed part of the 2000 National Water Audit,"*® suggesting that a 2007 report is informed by
2000 or earlier statistics. In its 2006-2007 Annual Report, the WRC indicated that investigations
into the state’s water resources are ongoing.'®® According to Professor John Pigram of the
University of New England, there are significant deficiencies in data relating to groundwater
management in Australia, especially over the long term.*®

While Professor Pigram’s comments relate to national data, and the WRC 2006-2007 Annual
Reports indicates that investigations into the state’s water resources are ongoing,”®* it is not clear
to the Committee whether present statistics and other data provide an accurate picture of the
amount and quality of water in Western Australia. According to IAL-WA, not enough is presently
known about water in this state to manage it well.”* In discussing the potential for managing
water resources via a system of allocations from consumptive pools, IAL-WA stated that:

one of the problems with that approach is the reality of the idea that we now know exactly
the size of our consumptive pool. We are unable to know the size of the pool because we
are still learning what our actual water resources consist of; therefore, it is a consumptive
pool with a fairly fuzzy edge.?®

According to the DoW’s April 2007 report, South West Water Resources - Regional Overview,
‘there is very little usage data available from the South West to confirm how much unlicensed use
is occurring, or how much of licensed entitlements are actually being used at any given time”.?*

This is also the position of the Collie Preston Water Action Group who suggested that:
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it is like the argument currently going on with the Gnangara mound or Yarragadee,
whether you use the water or not. | have tried to get information on what is actually used
from Jorg Imberger from the Centre for Water Research. Everybody says, “We know
that” but they do not really know. They have some global figures. | think the Department
for Water was quite honest when it said that it did not have a clue how much water is used
because there has never been a comprehensive approach to water. Industry uses water,
mining uses water, it is used for power generation and farming, and people use water. But
I have not seen a really comprehensive approach to it. It might exist but | doubt it.2*

The Shire of Manjimup also suggested that the modelling used by the DoW is necessarily based
on information gathered, but that information:

makes certain assumptions about land form - whether it is native vegetation or clear
pasture and what the run-offs are, rainfalls and those sorts of things. It is largely all
computer modelled ... [and] when we have inquired ourselves about the effect of water on
a particular property, the response has been that the modelling tends to be on a catchment
basis. It is not as refined as we would like to think it is. We cannot get down to finding out
the effect on that immediate property or the neighbour.?®

The Committee was advised that systems in Australia, including Western Australia, have been
allowed to run down. As Professor Jorg Imberger stated:

if you look at the Water and Rivers Commission and the government agencies generally for
monitoring, you see that the amount of money being spent on monitoring has been
decreasing.””’

You cannot really be talking about monitoring anything when in actual practice everything
is being shut down .... stream monitoring, groundwater monitoring, everything - all sorts
of monitoring. If you go and try to find long-term records, it is next to impossible these
days.?%®

... also rainfall. Rain gauges have dropped amazingly.”®®

It is this lack of data that, according to Professor Imberger, makes it difficult for the state to
address problems concerning water.”® The Conservation Council of Western Australia Inc. is
particularly scathing in its criticism of the lack of monitoring data in the state. The Council
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advised the Committee that while the state ‘is in a fortunate situation relative to the other State
jurisdictions - few water management areas are at a situation of over-allocation’, it believed that
‘the formal statewide identification is based on largely inadequate monitoring data’.*** The
Committee is concerned that there is a significant amount of data available from sources such as
the Centre for Water Resources, mining companies, water cooperatives and others that does not
appear to be utilised.

In discussing the annual sustainable yield of groundwater resources in the state (6,300 GL) and the
current allocation limit (3,800 GL), the SWP states that ‘this reflects relatively low levels of
resource knowledge and use in most areas of the State and allows for water to be set aside to
support the environment’.?2

The Auditor General’s 2003 Second Public Sector Performance Report on the management of
water resources in Western Australia noted some major challenges facing the state at that time.
Among these was the fact that:

the State’s ground and surface water monitoring program has been progressively reduced.
As a result, WRC [Waters and Rivers Commission] does not have the information needed
to accurately determine the sustainable level of groundwater and surface water use in
many areas of the State.”*®

Investment in the state’s water investigations programme has been reduced from approximately $2
million in 1990 to approximately $300,000 in 2002, or from $2.8 million to $314,000 when
Consumer Price Index (CPI) adjustments are made. At that time, the WRC estimated that an
additional $3 million was necessary to allow it to maintain the network and undertake minimal
groundwater investigations.?™

The evidence presented to the Committee suggests that data regarding the extent and quality of the
state’s water resources is inadequate. However, the SWP states that ‘the identification of
knowledge gaps will be addressed through research and development’.?*® The SWP also advises
that:

the water resources knowledge base is being upgraded and information will be more
transparent and accessible to the community. This includes information on water quality,
water allocated to the environment, climatic changes, interactions between ground and

a1 Submission No. 31 from Conservation Council of Western Australia Inc., 19 December 2007, p2.
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concerning knowledge gaps.
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surface water systems, registers of water entitlements and allocations, conditions, usage,
compliance and trading.”*®

The implementation plan for the NWI outlines the Groundwater Investigation Program and the
Surface Water Investigation Program, and the implementation timetable for the Knowledge and
Capacity Building section of the report shows 2020 as the end date for the groundwater
program.”*’  The surface water program is not mentioned in the timetable. The DoW
acknowledged that their investigations program had been improved through a:

considerable increase in funds particularly with regard to groundwater investigations and
the growing reliance in a lot of areas on groundwater. So there has been a significant
groundwater investigation program established.?

Finding 1

That extensive research and analysis of existing water resources, and their use and management
is needed in order to provide a solid basis for sustainable planning. This is also a requirement
of the National Water Initiative.

Recommendation 1

That government makes further significant investment to ensure ongoing collection, analysis
and use of quality data.

Recommendation 2

Water data should be readily available to all stakeholders.

ae ibid.
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3.1 Background

In his introduction to the State Water Plan 2007 (SWP), the Minister for Water Resources, the
Hon. John Kobelke MLA, states that the government is introducing new approaches to water
management, including ‘significant increases in metering and securing water for the environment
and use through statutory water management plans and new forms of entitlement’.*** By making a
commitment to the National Water Initiative (NWI) the state obtains ‘access to policy, funding
and joint research projects to improve the security of water for the environment and for use’.
Legislation relating to water resource management and water services are also undergoing
substantial review and amendment, with one object of this legislative reform being the
implementation of the state’s water reform programme and the NWI1.*? The SWP also notes that
water management cost recovery is required under the NWI.>** Furthermore, the state’s water
policy framework ‘facilitates the implementation of the National Water Initiative in a manner
appropriate for Western Australia’.**® This Inquiry is concerned with the introduction of water
licence administration fees by the government of Western Australia under the SWP as part of its
new approach to water management, and ‘in conformity with the National Water Initiative’.??*
Given that the state’s water reform programme is so closely linked with the NWI, the following
aims to provide a brief background to the development of the NWI and its key elements as they

relate to this Inquiry.

The sustainable management of water resources is a concern to governments around the world.
This concern can be traced to the World Conservation Strategy and the Brundtland Commission of
the 1980s, the subsequent United Nations Conference on Environment and Development in Rio de
Janerio in 1992, and the 2002 World Summit on Sustainable Development (WSSD) in
Johannesburg, South Africa.?”®> In Australia, reform has also been driven by the 1992 Industry
Commission report, Water Resources and Waste Water Disposal.??°
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Changing attitudes to water as a resource, coupled with demands that are often in competition,
have led to new policies and planning initiatives, which, in turn, have required new organisational
structures and been accompanied by a move toward improved efficiencies in the management of
existing water resources.??’ In Australia there has been a:

greater reliance on market forces, linked to an enforceable system of property rights,
[which] is seen as preferable to rule-based and often subsidized management of water
resources.”®

A number of other factors are identified as drivers of water reform and policy change in Australia:

e changes in the perception of the role of government and the public sector in resource
management generally;

e changes in public perception about water and its value;

e (difficulties in identifying possible resources that can be harvested in a cost-effective
manner;

e economic and financial constraints arising from increased competition for public funds;

e greater involvement of the private sector due to increased calls for smaller government and
reduced public sector involvement;

e increased corporatisation and privatisation of water utilities and authorities; and

e the transfer of government-run irrigation schemes to private, irrigator-controlled
management bodies.??®

Such restructuring of water administration has led to the ‘transfer of financial responsibility and
accountability to the new managers’ and required significant legislative review.?*

In February 1994, the Council of Australian Governments (COAG) received a report from the
Working Group on Water Resource Policy which had been commission in June 1993. The report
noted in relation to the water industry the existence of the following:

e approaches to charging that often result in commercial and industrial users of
water services, in particular, paying more than the costs of service provision;

Pigram, John J., “Economic Instruments in the Management of Australia’s Water Resources: A Critical
View’, Water Resources Development, vol. 15, no.4, 1999, p493.
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230 ibid., p495.
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e major asset refurbishment needs in rural areas for which, in general, adequate
financial provision has not been made;

e impediments to irrigation water being transferred from low value broad-acre
agriculture to higher value uses in horticulture, crop production and dairying;

e service delivery inefficiencies; and

e a lack of clear definition concerning the role and responsibilities of a number of
institutions involved in the industry.?**

The report also notes ‘widespread natural resource degradation which has an impact on the quality
and/or quantity of the nation’s water resources’.*?

(a) Strategic Framework

Following receipt of the Working Group’s report, and recognising that the management of

Australia’s water resources needed ‘significant change’, COAG ‘developed a strategic framework

for water reform encompassing economic, environmental and social objectives’.?

The COAG strategic framework and related agreements aim to:

e improve efficiency and effectiveness of urban and rural water supply, and wastewater
industries; and

e institute water management planning to incorporate the effects of agricultural, industrial,
household and environmental use.?*!

The framework is also based on:
e natural resource management;
e pricing that includes the reduction or elimination of cross-subsidies;
e making subsidies transparent;

e more rigorous approaches to future investment;

231 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p101.

232 ibid., p102.

2 National Competition Council, The 2003 National Competition Policy Assessment Framework for Water

Reform, National Competition Council, Canberra, February 2003, p3. In 1995 COAG received a second
report from the Steering Group reinforcing its adopted strategic framework.
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e adoption of trading arrangements in water entitlements;
e clarification of property rights;

o allocation of water to the environment;

e institutional reform; and

e improved public consultation and participation.?®

The framework requires states and territories to ‘adopt charges based on the principles of
consumption-based pricing and full cost recovery by 1999, with full cost recovery in respect of
rural water supply achieved by 2001°.*® There was recognition that states’ and territories’ ability
to meet these targets was dependent on necessary financial resources.

(b) The National Water Initiative and National Competition Policy

In April 1995 COAG approved the introduction of a National Competition Policy (NCP) and, by
agreement, the implementation of water industry reform was linked to NCP payments. The NCP
reforms were aimed at:

e the extension of the provisions of the Trade Practices Act 1974 prohibiting anti-
competitive activities (such as the abuse of market power and market fixing) to all
businesses. (Previously, most government owned and some private businesses
were exempt)

e the introduction of competitive neutrality so privately owned businesses can
compete with those owned by Government on an equal footing

o the review and reform of all laws that restrict competition unless it can be
demonstrated that the restrictions are in the public interest

e the development of a national access regime to enable competing businesses to use
nationally significant infrastructure (such as airports, electricity cables, gas
pipelines and railway lines); and

e specific reforms to the gas, electricity, water and road transport industries.?*’

NCP reform was not optional and the payments to the states were dependent upon the
implementation of such reforms and the meeting of set milestones, including those attached to
water reform. Commitments to water reform included national milestones in relation to surface

2% National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p99, and 102.
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water, groundwater, and urban and rural water systems and services, ensuring that ‘no sector of
the water industry and no water agency or organization remain unaffected”.?®

Although no water reform obligations were linked to the first round of payments, payments in the
1999-2000 round were dependent on states’ and territories’ effective implementation of the 1994
COAG framework, and third round payments (2001-02) required states and territories to give “full
effect to, and continue[ing] to fully observe, all COAG agreements on water’.*

While the 2003 National Competition Council assessment of Western Australia’s progress in
implementing water reforms notes that ‘the Australian Treasurer suspended 10 per cent of Western
Australia’s 2003-04 competition payments, pending the state satisfactorily addressing its urban
water and wastewater pricing obligations’,** the Committee is aware that NCP provisions no
longer apply, and has been given to understand that the $4 million suspended has since been

received from the Commonwealth.?*

3.2 The Development of the National Water Initiative

In Australia governments grant access to, and use of, water for irrigation, industrial use, mining,
use in rural and urban communities, and amenity purposes. The allocation of water is
accompanied by rights and responsibilities for both the granting body and water users. Water users
have ‘a right to a share of the water made available for extraction at any particular time, and a
responsibility to use this water in accordance with usage conditions set by government’.?** The
responsibility of governments granting access to water is ‘to ensure that water is allocated and
used to achieve socially and economically beneficial outcomes in a manner that is environmentally
sustainable’.?*
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Writing in 2003, Young and McColl noted COAG’s increased attention on water resources, an
attention they felt ‘suggests that much Australian water use is inefficient’.*** They argued that
while ‘Australia may be the driest inhabited continent in the world ... from an economic
perspective, the nation’s water resources are abundant’.?*® Drawing attention to a study on the
role of water in the economy that revealed ‘little to suggest that water is a constraint upon
opportunities for economic growth’, Young and McColl concluded that ‘mismanagement not
shortage is the issue’.?*® At that time, Australia had ‘a plethora of water-licensing systems onto
which mechanisms for managing externalities, rationing scarcity and trading have been bolted’.**’
Young and McColl suggested that there were two main policy challenges facing water resource
and environmental managers:

o the search for a robust set of institutional arrangements, defined in the broadest
sense possible. to enable the efficient allocation and management of water

resources and both consumptive and non-consumptive water use through time;
and

o the search for an efficient and equitable transition pathway to such a set of
institutional arrangements.**®

It was around this time, and against this backdrop, that the NWI was developed. Building on the
1994 COAG water reform framework, and its 1996 amendments, the NWI was developed and
agreed to against an increased recognition of, and understanding that:

e water management is a national issue;

e demand for water has increased;

e water use productivity and efficiency needs to be improved,

e better management of water resources in Australia is necessary;

e there are regional and jurisdictional variations in progressing water reforms;

e service to rural and urban communities needs to be improved,;

e river and groundwater systems need to be remediated to ensure environmentally
sustainable extraction levels;

244 Young, M.D. and McColl, J.C., ‘Robust Reform: The Case for a New Water Entitlement System for

Australia’, The Australian Economic Review, vol. 36, no.2, May 27, 2003, p225.
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e the water management requirements of surface and groundwater systems need to include
their interconnection;

e certainty of investment needs to be improved; and

e water markets need to be “effective and efficient’. >*°

The NWI was signed on 25 June 2004 by all state and territory governments with the exception of
Western Australia and Tasmania. Western Australia signed the initiative on 6 April 2006;*°
Tasmania on the 2 June 2005.”>* The Committee is unsure as to what impact, if any, the recent
change of federal government will have on the National Water Initiative. The Committee was
briefed by officers of the National Water Commission (NWC) in December 2007 and at this time
it was too soon after the change in government for them to comment on the effect this may have
on the NWI or if the NWI would remain in place.

The following discussion provides an outline of the main elements of the NWI in its current form,
and that are relevant to the Economics and Industry Standing Committee Inquiry into Water
Licensing and Services. It is important to note that it is not a summary of the entire
Intergovernmental Agreement.

The NWI is intended to achieve:

a nationally-compatible, market, regulatory and planning based system of
managing surface and groundwater resources for rural and urban use that
optimises economic, social and environmental outcomes.**?

Parties to the agreement committed to developing implementation plans within 12 months of
signing and to making ‘substantial progress towards implementation of the Agreement by
2010°.%* States and territories that share water resources also committed to cooperating in the
development of their respective plans and to ‘review existing cross-jurisdictional water sharing

agreements to ensure their consistency with this Agreement [the NWI]’.>*
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Implementation plans were accredited by the NWC which was established specifically for this
purpose under the NWI agreement. The Natural Resource Management Ministerial Council
(NRMMC) is responsible for oversight of the NWI’s implementation. A separate agreement, the
MDB Intergovernmental Agreement, was developed to ‘address the overallocation of water and
achievement of environmental objectives’ in the Murray-Darling Basin.*®

The objectives of the NWI are to be achieved through:

i) clear and nationally-compatible characteristics for secure water access
entitlements;

i)  transparent, statutory-based water planning;

iii)  statutory provision for environmental and other public benefit outcomes,
and improved environmental management practices;

iv)  complet[ing] the return of all currently overallocated or overused systems
to environmentally-sustainable levels of extraction;

v)  progressive removal of barriers to trade in water and meeting other
requirements to facilitate the broadening and deepening of the water
market, with an open trading market to be in place;

vi)  clarity around the assignment of risk arising from future changes in the
availability of water for the consumptive pool;

vii)  water accounting which is able to meet the information needs of different
water systems in respect to planning, monitoring, trading, environmental
management and on-farm management;

viii)  policy settings which facilitate water use efficiency and innovation in urban
and rural areas;

ix)  addressing future adjustment issues that may impact on water users and
communities; and

X)  recognition of the connectivity between surface and groundwater resources
and connected systems managed as a single resource.?*®

25 ibid. The MDB Agreement was signed by the Commonwealth Government and the Governments of New

South Wales, Victoria, South Australia and the Australian Capital Territory.

256 ibid., pp3-4. Emphasis in original.
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(@) Key Elements of the Agreed National Water Initiative Outcomes and
Commitments

The NWI is considered a best-practice framework that is based on the fundamental element of
planning which, in turn, relies on a system for the identification of ground and surface water
resources, and a commitment to undertake planning based on that information and to engage with
the community to ensure water plans incorporate community values. There are eight key elements
that form the basis of the agreed NWI outcomes and commitments to action.

() Water Access Entitlements and Planning Framework

One key outcome of water access entitlements and planning frameworks is to provide statutory
specification of the nature of entitlements and a statutory basis for environmental and public
benefit outcomes in the protection of water sources and dependent ecosystems.”>’ Amongst other
things, frameworks are also to:

implement firm pathways and open processes for returning previously
overallocated and/or overdrawn surface and groundwater systems to
environmentally-sustainable levels of extraction; [and]

protect the integrity of water access entitlements from unregulated growth in
interception through land-use change.”*®

States and territories agreed ‘to modify their respective legislations and administrative regimes ...
to ensure that their water access entitlements and planning frameworks incorporate’®® the agreed
actions concerning water access entitlements and planning.

The consumptive use of water requires a water access entitlement as a share of the consumptive
pool of a specific water resource, as determined by and consistent with a water plan.*®® Water
access entitlements will:

i)  specify the essential characteristics of the water product;
ii)  be exclusive;
iii)  be able to be traded, given, bequeathed or leased;

iv)  be able to be subdivided or amalgamated;

a7 ibid. p4.
258 ibid., p5.
259 ibid., p5.
260 ibid., p6.
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v)  be mortgageable (and in this respect have similar status as freehold land
when used as collateral for accessing finance);

vi)  be enforceable and enforced; and

vii)  be recorded in publicly-accessible reliable water registers that foster public
confidence and state unambiguously who owns the entitlement, and the
nature of any encumbrances on it (paragraph 59 refers).

COAG stated that water allocation and entitlement systems must clearly separate water property
rights from land title and provide clear specifications concerning ‘ownership, volume, reliability,
transferability and, if appropriate, quality’.?*

Paragraph 33 (1) of the NWI states:

fixed term or other types of entitlements such as annual licences will only be issued for
consumptive use where this is demonstrably necessary, such as in Western Australia with
poorly understood and/or less developed water resources, and/or where the access is
contingent upon opportunistic allocations, and/or where the access is provided
temporarily as part of an adjustment strategy, or where trading may otherwise not be
appropriate. In some cases, a statutory right to extract water may be appropriate.262

Governments are required to develop statutory water plans ‘for surface water and groundwater
management units in which entitlements are issued’.?®* Along with providing secure ecological
outcomes, water plans are intended to ensure:

resource security outcomes by determining the shares in the consumptive pool and the
rules to allocate water during the life of the plan.264

Water plans are to be prepared in accordance with NWI requirements and their performance
outcomes monitored.

With regards to overallocated and/or overused systems, governments agreed to develop pathways
to address any overallocation and/or overuse of systems while also meeting environmental and
other public benefit outcomes. Substantial progress toward adjusting overallocated and/or
overused systems is required to be made by 2010.%> The aim is to reduce stress on water systems

261 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p105.

262 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p6. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

263 ibid., p7.
264 ibid.
25 ibid., p8.
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and, as part of the environmental requirements of the NWI, improve and ‘maintain the health and

viability of river systems and groundwater basins’.?*®

Risk of reductions to, or less reliable, water allocation under a water access entitlement is to be
borne by the users up until 2014. Risks under water plans commencing or renewed after 2014 are
shared between state/territory and federal governments over each ten year period, according to a
risk sharing formula, with the water access entitlement holder bearing the first 3% reduction in
water allocation.?®” Governments must bear the risks arising from changes to government policy.

Indigenous access is to be provided for and planning should take into consideration the possible
existence of native title rights to water.

The NWI recognises the potential for land use change activities to intercept significant volumes of
water, both surface and ground water. Such activities include farm dams and bores, intercepting
and storing overland flows, and large-scale plantation forestry, and such activities are currently
performed without water access entitlement.®® In order to meet environmental objectives and to
ensure the integrity of water access entitlements, such activities should be subjected to planning
and regulation via the application of ‘appropriate planning, management and/or regulatory
measures where necessary”.**

Parties to the NWI agreed that in fully allocated, overallocated or approaching fully allocated
systems, significant interception activities should be recorded, possibly using a licensing system,
and a ‘robust compliance monitoring regime’” would be implemented. Furthermore, ‘proposals for
additional interception activities above an agreed threshold size, will require a water access
entitlement’.?”® For water systems either not yet fully allocated or not approaching full allocation,
estimates of interception amounts should be made and monitored against a calculated threshold
level. Once the threshold level is reached all further significant interception proposals will need a
water access entitlement.”’

266 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p105.

207 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, po. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

268 ibid.

269 ibid., pp9-10.
270 ibid., p10.
21 ibid., p10.
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(i)  Water Markets and Trading

It is intended that water use should ‘maximise its contribution to national income and welfare’.?’?

Water markets and trading should aim to achieve:

o efficient water markets;

e opportunities for trading, inter and intra state/territory;

e minimum transaction costs on trades;

e an appropriate mix of water products based on tradeable access entitlements; and
273

e the protection of environmental and third-party interests.

As well as agreeing to actions such as establishing ‘compatible institutional and regulatory
arrangements’ and removing institutional barriers to trade, signatories to the NWI agreed to ‘the
application of consistent pricing policies’ 2

In the case of rural water services, a system of tradeable entitlements is intended to ‘allow water to
flow to high value uses subject to social, physical and environmental constraints’.2”

As part of its institutional reform agenda, COAG agreed that greater responsibility could be
devolved to local bodies for the management of areas such as irrigation provided they were
supported by ‘appropriate regulatory frameworks’.?"°

(iii)  Best Practice Water Pricing and Institutional Arrangements

It is this section of the NWI that sets down the user-pays principle for water delivery. Paragraph
64 of the NWI states:

The Parties agree to implement water pricing and institutional arrangements which:

i) promote economically efficient and sustainable use of:

2t National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p106.

ars Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative. 25 June

2004, pil. Available at: http://www.coag.gov.au/meetings/250604/iga_national _water_initiative.rtf.
Accessed on 1 November 2007.

214 ibid. See also: National Competition Council, Compendium of National Competition Policy Agreements, 2™

edn, Commonwealth of Australia, Canberra, June 1998, p106.

218 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,
Commonwealth of Australia, Canberra, June 1998, p102.

216 ibid., p107.
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a) water resources;
b) water infrastructure assets; and
c) government resources devoted to the management of water;
ii) ensure sufficient revenue streams to allow efficient delivery of the required services;

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

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

v) avoid perverse or unintended pricing outcomes; and
vi) provide appropriate mechanisms for the release of unallocated water.””’

While the purpose of this report is not to analyse the NWI, there are a number of points that can be
noted about these intended, and agreed to, outcomes. First, there is an emphasis on efficiency -
efficiency of service provision and of market functioning. Second, revenue streams must be
sufficient to allow such efficiency. Third, the user-pays principle is clearly stated in connection
with cost recovery for water planning and management. However, there is no guarantee that the
user-pays principle will result in sufficient revenue streams to allow efficiency of service delivery.
Fourth, efficient water markets are to operate in rural and urban environments. Fifth, while the
avoidance of perverse or unintended pricing is agreed to, there is no guarantee that the application
of user-pays principles will result in pricing that is not perverse (however that might be defined) or
that the pricing outcome attained will be as intended.

Actions taken to achieve outcomes for water storage and delivery must be in accordance with NCP
commitments and include:

i) consumption based pricing;
ii) full cost recovery for water services to ensure business viability and avoid monopoly
rents, including recovery of environmental externalities, where feasible and practical;

and

iii) consistency in pricing policies across sectors and jurisdictions where entitlements are
able to be traded.?"®

27 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p13. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007. See also: National Competition Council, Compendium of National
Competition Policy Agreements, 2™ edn, Commonwealth of Australia, Canberra, June 1998, p99 and 102.
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In relation to cost recovery for planning and management, costing and pricing should involve the
identification of ‘all costs associated with water planning and management,” including ‘the
provision of registers, accounting and measurement frameworks and performance monitoring and
benchmarking’.?”® It should also identify those costs that can be applied to water access
entitlement holders. These costs should not include those applicable to government activities such
as policy development. Charges for planning and management should also be ‘linked as closely as

possible to the costs of activities or products’.?*°

The NWI requires all parties to report annually on cost recovery for water planning and
management. Paragraph 68 states that these reports must include:

i) the total cost of water planning and management; and

ii) the proportion of the total cost of water planning and management attributed to water
access entitlement holders and the basis upon which this proportion is determined.?

Future releases of unallocated water should occur, where practically possible, through market
based mechanisms and is justified only after the exploration of alternatives such as ‘water trading,
making use of the unused parts of existing entitlements or by increasing water use efficiency’.®?

Signatories agreed to examine the “feasibility of using market based mechanisms such as pricing
to account for positive and negative environmental externalities associated with water use’, and
where feasible, pricing should include externalities such as climate change and land use change.?®®

Benchmarking of pricing and service quality is to be reported independently, publicly and
annually. Each jurisdiction will meet the costs of running their performance and benchmarking
systems through recovery of water management costs.?*

Independent bodies are to be used to set or review prices and price setting processes for water
storage and delivery by government water service providers.

27 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p13. Available at: http://www.coag.gov.au/meetings/250604/iga_national _water _initiative.rtf.
Accessed on 1 November 2007. While water reform is no longer tied to NCP payments, the commitment to
its principles remains.

219 ibid., p14.
280 ibid.
281 ibid.
282 ibid, p15.
23 ibid.
284 ibid.
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(iv) Integrated Management of Environmental Water

Environmental and other public benefit outcomes are to be identified and the necessary
management practices and institutional arrangements implemented. The NWI sets out the
principles by which this can be achieved, including options for water recovery and the assessment
of socio-economic costs and benefits.?®

(V) Water Resource Accounting

Water resource accounting should result in *public and investor confidence in the amount of water
being traded, extracted for consumptive use, and recovered and managed for environmental and
other public benefit outcomes’.?® Water accounting systems are to be benchmarked on a national
scale.

The NWI stipulates the circumstances under which metering should occur:

i) for categories of entitlements identified in a water planning process as requiring
metering;

i) where water access entitlements are traded;

iii) in an area where there are disputes over the sharing of available water;
iv) where new entitlements are issued; or

v) where there is a community demand.”®’

National standards for meter specifications and installation, and for ‘ancillary data collection
systems associated with meters’ are to be developed.?®®

(vi)  Urban Water Reform

The NWI framework is intended to produce ‘a restructuring of water 9tariffs and reduced or
» 28

eliminated cross-subsidies for metropolitan and town water services’. The impact of this
28 ibid, p17.

286 ibid.

281 ibid, pp18-19.

288 ibid, p19.

289 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p102.
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restructuring on domestic consumers is expected to be offset by cost savings resulting from ‘more
efficient, customer-driven, service provision®.®

Signatories to the NWI agreed to the following outcomes for urban water reform:
i) provide healthy, safe and reliable water supplies;
i) increase water use efficiency in domestic and commercial settings;
iii) encourage the re-use and recycling of wastewater where cost effective;
iv) facilitate water trading between and within the urban and rural sectors;
V) encourage innovation in water supply sourcing, treatment, storage and discharge; and

vi) achievezgilmproved pricing for metropolitan water (consistent with paragraph 66.i)to
66.1v)).

The NWI sets out a number of actions required to achieve these outcomes, including the Water
Efficiency Labelling Scheme and a ‘Smart Water Mark’ for household gardens.

(vii)  Community Partnerships and Adjustment

In an effort to engage water users and other stakeholders, signatories to the NWI agreed upon
outcomes such as transparency in decision making, ensuring available of information at key
decision points, timely consultation with all stakeholders regarding review of water plans and
other significant decisions.**?

(viii) Knowledge and Capacity Building

The signatories agreed that knowledge and capacity building are required for the implementation
of the NWI, and noted the significant national investment in these through institutions such as
CSIRO Water Flagship, the cooperative research programme and Land and Water Australia, as
well as various federal, state, territory and local government agencies.

290 ibid, p102. For a critique of urban water reform under the NWI refer, for example, to: Byrnes, Joel, Crase,
Lin, and Dollery, Brian, ‘Regulation Versus Pricing in Urban Water Policy: The Case of the Australian
National Water Initiative’, The Australian Journal of Agricultural and Resource Economics, vol. 50, 2006,
p437; Crase, Lin and Dollery, Brian, ‘Water rights: A Comparison of the Impacts of Urban and Irrigation
Reforms in Australia’, The Australian Journal of Agricultural and Resource Economics, vol. 50, 2006,
p451.

201 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June
2004, p19. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

202 ibid, p20.
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3.3 Pricing

Water pricing is a key area of reform under NWI as it calls for full cost recovery and user pays,
consumption-based pricing.?*® COAG agreed that a prescriptive, universally applicable approach
to water pricing is not workable and that ‘to apply a rigid formula to cost recovery is likely to
cause unintended consequences in pricing’.*** There would be a variety of circumstances
particular to each state and territory to be considered in determining whether or not full cost

recovery conditions have been met.?*

Importantly, section v of Schedule D: Principles for Regulatory Approvals for Water Use and
Works states that with regards to regulatory approvals, signatories to NWI will ‘minimise
application and compliance costs for applicants’.** Schedule F: Guidelines for Water Registries,
section 4, also states that water registers will be administered in accordance with procedures that

‘seek to minimise transaction costs for market participants’.%’

3.4 Amendment, Review and Implementation

The agreement can be amended at the request of one party provided that all parties agree. The
NWC will undertake periodic reviews and assessments of progress of the NWI and state and
territory implementation plans. NWC reports to COAG are publicly available.

COAG held that between five to seven years would be required for implementation of the NWI
framework.2%

3.5 Perceptions of the National Water Initiative

During the course of the Inquiry it became clear to the Committee that considerable confusion and
misunderstanding exists with regard to the NWI, its objectives and provisions, and its applicability
and suitability to Western Australia. Such misunderstandings necessarily impact upon perceptions
of Western Australia’s State Water Plan 2007 and its acceptance or otherwise in the community.
This is discussed in detail in Chapter 11 in this report. The balance of this chapter outlines the
general perception of the NWI as provided to the Committee.

298 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p111.
294 ibid.
2% ibid, p112.

2% Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p34. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

297 ibid, p37.

298 National Competition Council, Compendium of National Competition Policy Agreements, 2" edn,

Commonwealth of Australia, Canberra, June 1998, p102.
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By far the most frequent comment expressed in submissions regarding the NWI was that it was
based solely on the Murray-Darling Basin and, therefore, not suitable for Western Australia. It is
generally seen as a ‘one size fits all” approach, and calls were made for the government to ensure
that it was adapted to Western Australian conditions.

Harvey Water, for example, states:

it is abundantly clear that they [NWI conditions] are formulated solely for the purpose of
managing the Murray Darling Basin and they [NWC] are simply hopeful that Western
Australia will comply without demur .2

Harvey Water suggests that Western Australia needs to develop local solutions that conform to the
intent of the NWI, not ‘slavishly conform to the letter’ of the NWI; Western Australia should
‘negotiate to obtain satisfactory solutions which suit our water management strategies, policies
and practices’.*® While Harvey Water acknowledges that the NW!I allows for the ‘unbundling’ of
water rights into ‘separate rights [... including] the right to draw water, to transport water and to
use water’ and, thus, applicable respective licences, the co-operative is ‘not sure that they have
particular importance or relevance in WA, or at least for our situation and at this time’.*** In
discussing criticism of the NWI as a model for Western Australia, Harvey Water reiterated this
point, saying that ‘we very much need to reflect the intent of the IGA [NWI], not the actual letter
of the law’.*®> While agreeing that ‘the bones of it [NWI] are good [... and that] [T]here is no
problem with the ideas and the concepts behind it’, Harvey Water argued that ‘we need to make it
fit how we do things in Western Australia and make sure it fits with what the NWI wants us to

do’ 303

Irrigation Australia - WA Region (IAL-WA) submit that ‘elements of the NWI framework
designed to address the needs of the Murray Darling and the Great Artesian Basins, will probably
not be relevant or useful in WA’ and, therefore, the government may °‘need to develop
mechanisms appropriate to WA that do not meet NWI requirements’.*** While Professor Jorg
Imberger advised that he was ‘in favour of signing up to it [NWI]’, he also said that he was ‘in
favour of maybe motivating some changes in that, because that is totally biased because of the
Murray-Darling system’.3®  Professor Imberger believes that the NWI is not based on
sustainability and, therefore, its fundamental premise is flawed. Nevertheless, he agrees that it
does provide a reasonable framework and suggests that:

299 Submission No. 16 from Harvey Water, 7 December 2007, p4.

300 ibid.
301 ibid., p6.

302 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p8.
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304 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p4.

305 Professor Jorg Imberger, Director, Centre for Water Research, Transcript of Evidence, 20 December 2007,

p5.

-52-



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 3

obviously, we are one country and we ought to have one policy. That seems pretty obvious
to me. However, we should not have one standard for everybody. We should have a
discussion both ways. They would benefit enormously from this sort of thinking.*

Salitage Wines Pemberton, too, submits that the national water policy is ‘flawed” and ‘has no
relevance here in the West. Essentially it was a “one size fits all” policy and a pre election
diversion specifically designed for the severe drought conditions impacting upon the Murray
Darling Basin’.®" Similarly, the Western Australian Fruit Growers’ Association asserts that the
NWI:

was aimed at the Murray ... and more of the cooperative type of water. It has suited them
perfectly for the use of a single consumptive pool of water that is regulated and controlled
and can be traded through that system.>®®

vegetablesWA, an organisation opposed to Western Australia becoming a signatory to the NWI,
argued that:

there was a lot of pressure put on the state in the end to sign it, but the facts remain that a
lot of the National Water Initiative rules were drawn up as a result of bad management in
the Murray-Darling Basin and those rules were put in place to try to fix a real problem. In
those days there was no flexibility from the National Water Initiative and they had a one-
fits-all approach.®®®

vegetablesWA suggested that Western Australia signed the NWI because of ‘COAG inducements’
and believes ‘that has been a failure to date. Our vegetable industry and potato industry have been
very disappointed in that situation and where we are today. It is a real mess’.**® The Shire of
Manjimup advised the Committee that they did not have a clear understanding of the NWI, but
did:

understand that it is agreement between the states for which there is compensation,
providing a certain regime or forms of regime are introduced to manage water resources.
I understand it was predominantly driven by the challenges present in the Murray-Darling
Basin. Perhaps part of our angst is that it seems that the proposed solutions better fit that
model than our model.**

306 ibid., pp5-6.

307 Submission No. 4 from Salitage Wines Pemberton, 28 November 2007, p2.

308 Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
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Furthermore, the Shire of Manjimup was critical of the NWI and stated that ‘it has been reported
to us that there is not a lot of flexibility in the NWI".3*2 These comments from the Shire of
Manjimup are particularly telling and exemplify the considerable confusion that was demonstrated
to the Committee concerning the NWI. While the issues raised above are discussed further in
Chapters 7 and 11, it is apposite to mention at this point that there is no compensation directly
attached to the NWI, and that the NWI affords considerable flexibility to the states in the adoption
of the key principles and elements of the agreement.

The Committee formed the view that the key issue in proclaimed areas or those yet to be
proclaimed is the establishment of what the NWI describes as a transitional pathway toward
statutory management plans. These plans should be based on the sustainable management of the
whole area and reflect its specific needs.

Finding 2

There is considerable confusion regarding the National Water Initiative which is leading to
anxiety concerning its suitability and adaptability for Western Australian conditions and
circumstances.

Finding 3

The National Water Commission could have articulated its intentions more effectively.

Recommendation 3

The Department of Water must increase its efforts to ensure that the community is better
informed in relation to the National Water Initiative and its ramifications, especially its impact
on local areas.

32 ibid.
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CHAPTER 4 STRUCTURING FEES AND CHARGES FOR
CURRENT AND FUTURE WATER LICENCES
AND WATER RESOURCE MANAGEMENT

Before presenting the evidence to the Inquiry in detail, the Committee believes the following
observations will assist in reading the chapters that follow. The Inquiry has revealed that the issue
of water is extremely important to the community - we are all affected by decisions concerning
water and its use. It is understandable, therefore, that it raises a good deal of passionate debate, as
demonstrated in evidence to this Inquiry. This has been particularly so in relation to the question
of who should pay for water and its licensing. As Gascoyne Water Co-operative Ltd
acknowledge, this question is one ‘that seems to be affected by emotional rather than practical
reasoning at present’.*® Again, this level of passion and emotion signifies the importance of
water, water charges and water management to the state, the economy and the community.

4.1 The Separation of Water Resource Management from Water
Licence Administration

As will be demonstrated throughout the report, there is a very high level of confusion and
uncertainty in the community as to the purpose of the water licence administration regime being
implemented and its relation to the overall function of water resource management. Given this,
the Committee believes it is beneficial at this point to map out the place of water licensing in the
overall management of water resources and outline the nature of charges for water management in
Western Australia.

Improved integrated management of the state’s diverse water resources is one anticipated outcome
of the water resource management and planning under the State Water Plan 2007 (SWP).>** The
SWP also provides for water resource management to be ‘integrate[d] with land use planning and
natural resource management processes’.>'> Water resource management planning involves, but is
not limited to, ‘the measurement and monitoring of the broader resource through to allocation
planning and technical resource assessment’.*'® It includes activities associated with ‘stream
gauging, groundwater monitoring and technical hydrogeological assessment and the allocation
plans, regional water plans and broader policies’.®*" While this may be stating the obvious, water

resource management is about technically investigating, measuring and assessing the water

33 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p1.

s Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p4 and 49.

35 ibid, p10.

316 Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
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resource.®*®  Further, the Department of Water (DoW) advised that in relation to the broader

resource management areas it:

spends in the order of $5 million a year on groundwater monitoring, surface water
monitoring, database management and the provision of information to a range of
community stakeholders and industry. These are very large costs involved...*.

Logically, recovery of water resource management costs would involve recovery of costs
associated with the above water-resource related activities. The DoW advised that:

what the National Water Initiative envisages is that nationally there will be agreement
about principles for cost recovery of water resource management and planning. That is
much broader than just water licence administration fees. Therefore, it envisages national
agreement about the principles. Individual jurisdictions will then decide how they are
going to apply those locally.*®

According to the SWP:

the Western Australian Government is participating in a national committee to review and
develop structures for the cost recovery for water resource management. The introduction
of water resource management charges is a requirement of the National Water
Initiative.*%

At this point in time there is no cost recovery for the broader aspects of water resource
management.®?  The cost recovery being implemented at present is for water licence
administration only, rather than the broader management of the state’s water resources. However,
there is a very real misconception that some of these costs have been included in the formula used
for the calculation of licence administration fees.

As the SWP states, ‘water licensing is one aspect of managing the state’s water resources,
particularly its availability’.3* In Western Australia, ‘the government has made a decision that it
wishes to introduce water licence administration fees, and that is being done’.*** In evidence the
DoW strongly argued that the fees being implemented reflect only the costs of those activities

318 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January
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Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
p10.

Mr Michale Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p19.

21 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p33.
322

319

320

Mr Michale Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p19.

323 Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p23.

324 Mr Michale Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p19.

-56 -



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 4

involved in licence administration and do not include any broader resource management and
planning costs.

The original intent of the licence fees was to cover the full cost of the administration of the
licence fees, but it does not cover any of the broader water resource management planning
costs -. Those broader costs are not included in that. The cost of administering the licence
is included.®®

For the DoW, the licence administration fee is related to ‘assessing the licensee. It is requiring the
licensees to conform with their licence and the licence conditions’.3*®

This may involve:

assessment of monitoring reports that come back from the licensees. For example, the
conditions of a licence may require a company to monitor the impacts and the amount of
water that is being taken, to report on how the water is being used, and to report on water
quality and a range of things. They may come back in an annual report. For example, a
condition may be an annual report on all of those things. It is very common for very large
licensees to have those types of annual reports as a condition of a licence. It is the
assessment of those and the monitoring of reports that come back from licensees. It may
be surveys carried out in the field to make sure that licensees are operating to their licence
entitlements.®’

It may mean requiring the licensees to supply information for an assessment of their
licence and whether they are carrying it out and complying with their licence and their
entitlement. It may mean for some licensees providing measuring information to make sure
that they are actually taking the amount of water that they are entitled to. It may mean
doing field surveys and checking that, for example, the water is being used over the area
where they are entitled to use it. Licences have a volume, usually an annual period and
usually a purpose, so licence surveys check that the licence is being used for the purpose
for which it was provided. There are surveys carried out regularly through the regions to
check and make sure that the water is being used according to the licence.’®

These activities are ‘not about the water resource [... they are] about monitoring the licences
themselves to make sure the licensees are conforming to the conditions that have been assigned to

them’ .3%°

While the Committee understands that a water licence administration fee relates to monitoring for
licensee conformance to licence conditions, it also considers that it is difficult to separate some of

325 Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,

po.

326 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January
2008, p11.

% ibid.

328 ibid.

329 ibid.
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the associated activities from water resource management activities. The two types of activities
would seem to overlap or merge. Given that water licence administration is a sub-set of water
resource management, this is not surprising. However, it does lead to confusion in relation to
what costs are being recovered for what activity.

The DoW advised that ‘no decision has been taken in relation to what other form of cost recovery,
if any, may apply into the future’.®*® However, given the trend toward cost recovery in
government generally, that cost recovery is a principle of the National Water Initiative (NWI) and
that compliance with the NWI is a condition of Water Smart funding agreements, it is reasonable
to suggest that water resource management charges will be developed and implemented in the
future.

The NWI provides a total framework for water resource management. The Committee
understands that the NWI framework is based on the fundamental element of planning. Good
planning must be based on sound information concerning water resources, a commitment to plan
in accordance with that information and in consultation with the community to ensure
incorporation of community values into those plans. A key feature of the NWI is the
establishment of statutory water management plans for regions to allow for the determination of
consumptive pools and the allocation of water in the form of a water access entitlement as a share
in those consumptive pools. There is also provision for other types of water entitlement such as
the licensing that currently exists in Western Australia. It is important to note that the NWI
provides for much longer term security of access to water entitlement. Environmental and other
public benefits must also be accounted for in statutory management plans and possibly as part of a
consumptive pool. As noted in the SWP, ‘statutory water management plans secure water for the
environment and use, address issues of over use, set conditions to manage the resource and specify

the form of water entitlements’ 3%

While statutory management plans incorporating consumptive pools and water access entitlements
are yet to be developed for this state, there are some areas that closely resemble that framework,
for example, Harvey Water. However, in areas that are predominantly self-supply and there is
limited connectivity between water users, this type of framework is problematic at present.

The following figure demonstrates the water management framework that currently exists in
Western Australia.

30 Mr Michale Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p19.
sl Department of Water, State Water Plan 2007, Government of Western Australia, Perth, 2007, p77.
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Figure 4.1: Current Water Management Framework
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CHAPTER 4

The Committee believes that the best way to understand the current situation and move forward
constructively, particularly in those areas such as the south west, is to separate the total cost of
water resource management into three elements:

1.
2.
3.

the application and assessment process for licenses;

the registration and administration of these licences; and

It is the view of the committee that these three elements should be separated.

-59 -
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Figure 4.2: Three Elements of Water Resource Management

The Three Elements of Calculating
Total Water Management Costs

Licence Application Licence Water
and Assessment Administration Resource

Process Fees Management

Monitoring
Application Standard Annual or
Fee Term of Licence Compliance
Fee
Initial Appeal Process
Assessment

Cost of Maintaining

Cost Database Measurement

Metering etc.

Total Cost Recovery

Further, the Committee has formulated a view as to what the framework may entail in light of its

understanding of the NWI, the SWP and the evidence provided throughout the Inquiry. This is
outlined in the following figure.
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Figure 4.3: A Water Resource Management Framework
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It is the Committee’s view that, in the case of the Manjimup and Pemberton region, the lack of a
statutory management plan or a management regime that reflects the style of management
envisaged under the NWI has led to the existing misconception about the state’s intention under
the SWP. This view is based on the observation that in all areas where existing regimes already
resemble the NWI framework water users are involved in the administration of their systems and
appear to be happy with current arrangements. In self-supply areas there is a gap between the
functions performed by self-supply licensees and those performed by the DoW, and a good deal of
confusion surrounding that function gap. This is most clearly exemplified in misconception
evident in the community that monitoring and measurement functions were part of the licensing
function.

-61-



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 4

In light of this, in areas that: (1) are not yet proclaimed, and/or
(2) are for specific use such as mining, plantations etc and/or
(3) are self-supply areas with strong networks,

the Committee considers the development of statutory water management plans and the necessary
legislation to implement these plans to be a matter of urgency. Only when all the necessary plans
and legislation are in place can the necessary environmental and other assessments be made in
relation to cost recovery. This will, in turn, allow the establishment of a transitional pathway to
water access entitlements and water trading.

The Committee is of the view that the current licence administration fees, where categories of
volume determine the level of fee, is confusing and has generated considerable angst and ill
feeling in the community. Furthermore, the Committee believes there should be a fixed licence
administration fee that simply reflects the registration and administration of a licensing system
similar to that used in most government instrumentalities.

The current fixed application fee should remain. As noted in Chapter 7, the position in relation to
refund of application fees is confused and needs to be addressed.

The Committee believes that some of the costs currently recovered, such as the cost of appeals, are
not strictly part of the administration of a licence but rather are costs associated with total resource
management. As such, they should not be included in the licence administration fee. They will,
however, form part of the consideration of future water resource management charges.

Recommendation 4

That there be a fixed licence administration fee that simply reflects the cost of administration of
a licensing system.

Recommendation 5

A fixed application fee should remain.
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Recommendation 6

That the status regarding the refund of application fees be clarified urgently.

Recommendation 7

That water resource management charges be imposed separately, but not until statutory water
management plans are in place.

4.2 Community Costs

Another observation from this Inquiry is the concern in the community that fees relating to water
should be fair and equitable. Evidence of this is revealed throughout this report. At this point,
though, it is worth noting that one particular equity-based concern raised has been that the
community should bear its fair share of the costs and that producers alone should not pay for
public benefit use of water. While certainly not alone in expressing this sentiment, the Marron
Growers Association of Western Australia provides a typical example of this concern. This group
suggests that existing farmers appear to be receiving inequitable treatment. They see the
government’s water licensing initiative as being ‘for the benefit of the whole of the state and that
all users including taxpayer consumers should share the cost’.**?

With regard to the bearing of costs by the community, it must be recognised that the community
bears significant additional, and not always visible, costs in the provision of potable water supply,
none the least of which are the loss of amenity and the loss of water for commercial purposes. At
this point, the government decision in November 2007 to disallow recreational use of Logue
Brook Dam in the south west of the state. It was announced that Harvey Water would trade 5.3
GL of Logue Brook Dam water to the Water Corporation for use as a drinking water resource.>*
The Minister for Water Resources, Hon John Kobelke MLA, recognised that the decision was
contentious and acknowledged that the dam ‘offers recreational opportunities for the

352 Submission No. 10 from Marron Growers Association of Western Australia, 6 December 2007, p5.

333 Hon John. Kobelke MLA, (Minister for Water Resources) and Hon Mark McGowan MLA, (Minister for
South West), Logue Brook Decisions Helps Secure WA’s Water Future, Joint Media Statement, Government
of Western Australia, 5 November 2007; Department of Water, ‘Information Package for Dialogue Forum
Participants’, 22 July 2007. Available at: http://portal.water.wa.gov.au/portal/page/
portal/WaterManagement/Projects/LogueBrook. Accessed on 11 February 2008.
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community’.3** Mr Peter Monagle, President of the Shire of Harvey, in voicing his concerns over
the significant impact of this decision on the area’s tourism industry, stated:

it’ll be a big hit to our tourism industry because a lot of people come down from Perth and
other places and use Logue Brooke Dam for water-skiing, marroning, kayak and all sorts
of things like that.®®

The Shire of Manjimup also views the loss of dams for amenity use as problematic. The Shire
drew attention to two similar situations in its district:

The Quinninup Dam was originally for recreational use by people in the Quinninup estate.
Now, all recreational use of that water has been prohibited because it is a water source.
Big Brook Dam is proposed to go down a similar path.**

The Shire is concerned about the replacement of the amenity and suggests that:

it seems that a cheap solution [to the potable water problem] is to exclude amenity rather
than putting in place infrastructure that can actually process and deal with the issue. |
guess we are saying that it seems to be a very short-sighted strategy to simply exclude
everyone from an area rather than putting in a better chlorination unit.*

The decision to close Logue Brook Dam to recreational use was preceded by a community
engagement process in 2006.3® A range of stakeholders such as state government and local
government and community representatives formulated position statements for presentation at a
Community Dialogue Forum in Harvey on 22 July 2007. Many of these noted the social, health
and economic implications and impacts of a closure, and cited damage to the local tourism
industry.®*® While actual loss in financial terms is difficult to quantify, research conducted on
tourism in the Murray-Darling Basin estimates that domestic tourists spend, on average, $83 per
night on overnight trips; for international tourist estimated expenditure is $77. For a day trip the
estimate is $41.%*° A 2004 study into the economic benefits of tourism in national parts, marine

334 Hon John Kobelke MLA, (Minister for Water Resources) and Hon Mark McGowan MLA, (Minister for
South West), Logue Brook Decisions Helps Secure WA’s Water Future, Joint Media Statement, Government
of Western Australia, 5 November 2007.

ABC News, ‘Government Set to Close Logue Brooke Dam’, 5 November 2007. Available at:
http://www.abc.net.au/news/stories/2007/11/05/2082370.htm. Accessed on 5 February 2008.

Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
p13.

337 ibid.
338

335

336

Department of Water, ‘South West Water Catchment Management Logue Brook Dam’, nd. Awvailable at:
http://portal.water.wa.gov.au/portal/page/portal/WaterManagement/ Projects/LogueBrook. Accessed on 14
February 2008.

Department of Water, ‘Information Package for Dialogue Forum Participants’, 22 July 2007. Available at:
http://portal.water.wa.gov.au/portal/page/portal/WaterManagement/Projects/LogueBrook.  Accessed on 11
February 2008.

Murray-Darling Basin Commission, ‘Tourism and Recreation’, 12 February 2008. Available at: http://kids.
mdbc.gov.au/encyclopedia/tourism_and_recreation. Accessed on 12 February 2008.
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340
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parks and forest regions in Western Australia revealed very substantial sums expended by tourists
in regional areas of the state.®** For example, visitors to the Gascoyne Coast region spend $127
million per annum on marine and national park visits, while visitors to the forest region bordered
by Manjimup, Pemberton, Northcliffe and Walpole spend approximately $61.9 million per year.
The Committee is aware that the Curtin University Sustainable Tourism Centre is currently
conducting a literature and policy review of recreational use of water catchments. This study has
been commissioned by the Department of Environment and Conservation (DEC) and,
understandably, is focussed on the catchment areas rather than the water resources in those areas.
The Committee understands that there is little or no research on the value of water used for
amenity purposes. Nevertheless, it has been reported that approximately 30,000 people each year
visit Logue Brook Dam,**? and, if the rate of expenditure in areas of this state is similar to that
spent per tourist per day elsewhere in the country, then the loss of this income from 30,000
visitors will be significant to this area. In addition to revenue lost, other social and health costs
also must be considered and factored into any cost-benefit analysis of the loss of water for amenity
purposes.

In justifying the closure of the dam, the Water Corporation provided the following costings for the
water trade:

Collectively, the cost of this highly attractive and beneficial water trading option is $0.60
cents per kilolitre — considerably less than the average value of alternative immediate
sources that have been priced by the ERA in the range from $0.82 cents to $1.20.%*

Therefore, the cost of water trading from various sources from Harvey Water at this time is
between $1 million to $3 million a year cheaper than the average cost of alternative options.
Under this scenario, sourcing the 5.3 gigalitres of water per year from Logue Brook Dam
represents total savings to the State of up to $50 million.***

In recognition of the loss of Logue Brook as a recreation facility, the Water Corporation is
creating a $10million trust account that will be used to develop alternative recreation facilities in
the south west. The state government is also spending an additional $3.29 million to enable Lake
Kepwari, near Collie, to be opened as a public recreation area in 2008.3* The Minister for Water
Resources claims that the Water Corporation will also begin negotiations with businesses directly

34l Carlsen, Jack and Wood, David, Assessment of the Economic Value of Recreation and Tourism in Western

Australia’s National Parks, Marine Parks and Forests, Co-Operative Research Centre for Sustainable
Tourism, Curtin University, Perth.

42 Jerrard, Suellen, ‘Growing Rage Over Leisure Spot Closure’, West Australian, 19 January 2008, p71.

43 Department of Water, ‘Information Package for Dialogue Forum Participants’, 22 July 2007. Available at:

http://portal.water.wa.gov.au/portal/page/portal/WaterManagement/Projects/LogueBrook.  Accessed on 11
February 2008.
4 ibid.
345 Department of Water, ‘South West Water Catchment Management Logue Brook Dam’ 11 February 2008.
Available at: http://portal.water.wa.gov.au/portal/page/portal/WaterManagement/Projects/LogueBrook.
Accessed on 11 February 2008.
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affected by the decision.**® However, according to local residents, the $10 million pay-out ‘won’t
cover loss to tourism”.3*" Similar arguments have been mounted for a number of years in relation
to the loss of white water activities in the Harvey area following the construction of the new dam.

While the market may move water around as intended under the NWI, the National Water
Commission (NWC) also argues that there is still a role for government adjustments to be made in
situations where people might be priced out of an area. This means that as well as considering the
economic and environmental aspects of water, governments must also consider the public good.**®

The Water Corporation, by offering compensation, has tacitly recognised that there is a cost
incurred through the loss of amenity. However, what is less clear is whether the Water
Corporation has factored environmental and other public benefits into its calculations or whether
the Department of Water has considered these NWI principles in approving the water trade from
the Harvey Water licence. As this issue is not directly related to any of the Committee’s seven
terms of reference, it is not able to pursue this line of inquiry further at this stage. This example is
intended to show that the community is already bearing significant cost.

4.3 HIGHEST VALUE USE OF WATER

One aim of the NWI is to allow water to move to its highest possible value use. For example, one
outcome is that water might be used on permanent plantings rather than cotton or rice.**® This is
to be achieved via the recognition of the value of water and the development of water markets and
water trading, as discussed in detail in Chapter 5.

As also noted in Chapter 5, Harvey Water accepts that it is in a favourable position with regards to
water trading and has been engaged in internal trading. Nevertheless, the cooperative is concerned
about the repercussions of the possibility of external trading being forced upon them, something
they feel would result in the collapse of the cooperative. Harvey Water questions whether trading
water from their cooperative to the city water supply is making the highest value use of their
water:

Is watering a lawn on someone’s home a higher value use than producing milk, grapes,
oranges, fruit or other food? Is it a question of the capacity to pay, which we believe it is,
compared with the high-value use? Because people in the city can pay a helluva lot more,
particularly these days, they do not care. Where will you get your food from? Again, it
becomes a governmental issue. Do you want an irrigation area that produces food for
people who cannot produce their own when the city is expanding and all the food-
producing areas are going to housing? Where will you get your food from? You must

346 Hon John Kobelke MLA, (Minister for Water Resources) and Hon Mark McGowan MLA, (Minister for
South West), Logue Brook Decisions Helps Secure WA’s Water Future, Joint Media Statement, Government
of Western Australia, 5 November 2007.

el Gallo, Lee-Maree, ‘Community outcry over dam closure’, Harvey Mail, 21 November 2007, p1.

48 National Water Commission, Committee Briefing, 17 December 2007.

349 National Water Commission, Committee Briefing, 17 December 2007.
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think of those things. In our view it is the capacity to pay. People do not care. Only 10
per cent of the water they use is used for potable purposes. Ninety per cent of the water
treate%(;[o potable standards is dumped on the ground in the garden, and that is not very
good.

The issue of the highest value use of water is not only relevant to trading water for potable water.
During evidence the Committee heard of wide variations in water use within the one industry. For
example, during the Western Australian Fruit Growers’ Association evidence the enormous
difference in yield per quantity of water became evident. One grower reported that after looking
at his ‘yields and tonnes of water per kilo of peach’ he found that he was ‘using between 2.5 and
five tonnes of water for a kilo of peaches’.®*' This grower advised that this “four megalitres a
hectare [...] is a damn sight lower than most other people’.*? This four ML per hectare ‘is well

under the current allocation figures’.**® In comparison, another fruit grower noted that he used

“five litres per kilo’.***

The Manager of Western Australian Fruit Growers’ Association, Mr Alan Hill, advised that:

the association has an application to look at what is going on on the ground and assessing
our water use and the quantity and value of fruit that is coming off these orchards.
Because we are such a diverse industry, we want to try to come up with some pretty
predictable, accurate and repeatable figures so we can go out and encourage proficiency
in water use.*®

350 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p9.

1 Mr Mark Wilkinson, Chairman, Summer Fruit, Western Australian Fruit Growers’ Association, Transcript of

Evidence, 8 January 2008, p14.

Mr Mark Wilkinson, Chairman, Summer Fruit, Western Australian Fruit Growers’ Association, Transcript of
Evidence, 8 January 2008, p14.
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33 Mr Alan Hill, Manager, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8 January

2008, p14.

Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
January 2008, p14.

Mr Alan Hill, Manager, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8 January
2008, p14.
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Another consideration in relation to highest value use must be public use and public amenity,
including recreational access to water bodies, as noted above.

Recommendation 8

In the development of statutory water management plans, while the highest value use of water
resources must be a consideration, community amenity also needs to be taken into account
before the allocation of water resources.
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CHAPTER 5 BENEFITS, COSTS AND IMPOSTS OF A
LICENSING SYSTEM

This chapter relates specifically to term of reference number 1, namely the benefits to, cost to and
imposts on irrigators, industry, community and environment of a licensing system for the taking of
water from groundwater or stream flow. There are two qualifications that must be made to the
Committee’s report on this term of reference. First, it has not been possible for the Committee to
inquire into different models for licensing systems. This report is confined to discussing the
benefits, costs and imposts associated with the licensing system that currently exists in Western
Australia.

Second, the Committee was not able to conduct extensive literature or field research into the
possible benefits, costs and imposts associated with the implementation of a water licensing
system. Undertaking the economic, social and environmental impact assessments that would be
required to meet this term of reference, particularly in relation to the community and the
environment, was not possible due in large part to the reporting timeframe of this Inquiry.
Consequently, no matter how desirable, the Committee has not been in a position to take up
recommendations such as that from the Pilbara Regional Council to utilise:

best practice techniques and technology and ... predictive and dynamic modelling [of] the
impact of introducing water licenses (sic) on inflation, business continuity, community
sustainability and the ability of residents of Western Australia to sustain the flow-on costs
that industry and governments will have to pass on.**®

Therefore, this chapter of the report presents only those benefits, costs and imposts brought to the
attention of the Committee through submissions and hearings. Given the nature of the issues
raised in evidence, this report necessarily discusses the benefits, costs and imposts of a licensing
system mostly in economic terms. It does not aim to provide a comprehensive account of all
possible social, environmental and economic benefits, costs and imposts or the various
perspectives that would be presented in other research sources. Before discussing this term of
reference in more detail, it is useful to provide a brief outline of the current water licensing
requirements in Western Australia.

5.1 Regulation and Licensing of Water in Western Australia

The Department of Water (DoW) recognises that ‘water is critical for the wellbeing of people and
the environment, and Western Australia’s economic development’.®**’ The DoW argues that the
‘importance of Western Australia’s water resources to the wider community and the state’s
economic and social development was appreciated early in the state’s history,”**® and cites the
Rights in Water and Irrigation Act 1914 (RIWI Act) as primary evidence of this. It is the system

36 Submission No. 40 from Pilbara Regional Council, 31 January 2008, p5.

7 Submission No. 29 from Department of Water, 21 December 2007, p8.

38 ibid.
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of licensing the taking and using of water as provided for in the RIWI Act that is the concern of
this report.

Division 1A of the RIWI Act addresses ownership and control of waters, and s5A vests natural
waters in the Crown:

The right to the use and flow, and to control, of the water at any time in any —
(a) watercourse;
(b) wetland; or
(c) underground water source,

vests in the Crown except as appropriated under this Act or another written law.**®

Section 5C(1) provides that the taking of water is prohibited unless authorised by specific
provisions in the Act or by the granting of a licence.*®® Sections 26A and 26B provide for the
licensing of artesian and non-artesian wells, and licences for commencing or constructing artesian
or non-artesian wells are provided for under s26D.3* The obstruction or interference with a
watercourse or wetland, or its bed or banks, is also prohibited under the RIWI Act unless permits
are granted according to ss 11(2), 17(3) or 21A(2). Therefore, as the DoW states, under the RIWI
Act:

a licence is required to take groundwater from all artesian wells throughout the State, non-
artesian wells located within groundwater areas proclaimed under the Act and the taking
of surface water in proclaimed surface water areas, streams or irrigation districts.
Licences to construct or alter wells and permits to interfere with the bed and banks of
watercourses may be granted in addition to a licence to take water.**

The DoW submission also outlines the circumstances under which farm dams must be licensed,
stating that licensing is required when:

e they are located within an area proclaimed under Part Il of the Rights in Water
and Irrigation Act, 1914 (a surface water area or irrigation district or just a single
water course, e.g. Gingin Brook), and

o they are taking water from a natural water course either a dam on the water
course or by direct pumping (sometimes into an off-stream dam), and

39 s 5A, Rights in Water and Irrigation Act 1914 (WA).
360 s 5C(1), Rights in Water and Irrigation Act 1914 (WA).
%61 ss 26A, 26B, 26D, Rights in Water and Irrigation Act 1914 (WA).

%62 Submission No. 29 from Department of Water, 21 December 2007, p8. See also s5C(2), Rights in Water and

Irrigation Act 1914 (WA).
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o the use of the water is non-riparian (riparian rights allow water to be taken for
fire fighting, stock watering, household use and irrigation of up to 2 hectares
associated with a dwelling).**

The DoW also clearly states that licences are not required for ‘dams that collect water only from
overland flow (often called turkey nest dams) or rainfall (excavations that do not intercept
groundwater)’.*%*

Each licence comes with a set of conditions and obligations imposed on the licensed water user.
These include requirements to:

e comply with various license conditions, including for example, obligations to
meter and report water use (for licenses of greater than 500000 kilolitres) or
comply with a water use efficiency plan (local governments)

o periodically apply for a renewal of water licenses

e pay a water licence administration fee for those licences greater than 1500
kilolitres.*®®

5.2 The Cost of a Water Licence

Following the development of A Blueprint for Water Reform in Western Australia (Blueprint), the
state government developed the schedule of fees as shown in Table 5.1 below to be implemented
from 1 July 2007.3%° Subsequent to the Blueprint, and prior to a schedule of fees being gazetted,
there were two amendments made to this fee schedule. The first was to accommodate the
concerns of licensed domestic water users and some licensed surface water users so that those
‘with a volumetric entitlement of less than 1501 kilolitres were excluded from paying a water
licence administration fee’.**" The second involved revising the basis on which fees for farm dam
licences were charged, that is, the fees would be calculated according to the “licensed use of water

from the dam, rather than the licensed storage capacity of the dam’.3®®

363 Submission No. 29 from Department of Water, 21 December 2007, p9.

364 ibid., p10.

363 ibid., p11.

366 Government of Western Australia, Western Australian Government Response to A Blueprint for Water

Reform in Western Australia, Government of Western Australia, Perth, February 2007, p20 and 31. The fees
stipulated in the government response to the Blueprint differ from those put forward under recommendation
42 of the Blueprint. See Water Reform Implementation Committee, A Blueprint for Water Reform in
Western Australia. Final Advice to the Western Australian Government, Government of Western Australia,
Perth, December 2006, p47.

%7 Submission No. 29 from Department of Water, 21 December 2007, p13.
368 H
ibid.
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The incorporation of these two amendments resulted in the fee schedule shown in Table 5.2
below, and it is these fees that were gazetted on 22 June 2007 as part of the Rights in Water and
Irrigation Amendment Regulations 2007.%%° These fees were to take effect from 1 July 2007.
Following three disallowance motions in the Legislative Council of Western Australia, on 22
November 2007 this schedule of fees was disallowed.*® On this day, Greens MLC Paul
Llewellyn announced that he had negotiated a revised schedule with the Minister for Water
Resources, and a new schedule of fees (see Table 5.3) was gazetted on 28 December 2007 for
implementation from 1 January 2008.%"

Table 5.1: Water Licence Administration Fees Proposed February 20077

LICENCE CLASS | ENTITLEMENT CLASS SUGGESTED FEE | FREQUENCY

[KILOLITRES PER YEAR]
Application fee $200 On Application

1 0 - 5,000 $200 Annual

2 5,001 - 50,000 $325 Annual

3 50,001 - 100,000 $600 Annual

4 100,001  -500,000 $1,200 Annual

5 500,001  -1,000,000 $1,800 Annual

6 1,000,001 - 5,000,000 $2,400 Annual

7 >5,000,000 $3,000 Annual

369 Government of Western Australia, Government Gazette, No. 127, 22 June 2007, pp2877-2883. Subsequent to
the disallowance of these regulations, the government gazetted new regulations on 28 December 2007. See
Government of Western Australia, Government Gazette, No. 268, 28 December 2007, pp6425-6431.

Hon Paul Llewellyn, MLC, Hon Barry House, MLC and Hon Ray Halligan, MLC moved to disallow the
2007 Regulations on 25 September 2007. See Western Australia, Legislative Council, Parliamentary
Debates (Hansard), 25 September 2007, pp5569-70.

s Government of Western Australia, Government Gazette, No. 268, 28 December 2007, pp6425-6431.

372

370

Government of Western Australia, Western Australian Government Response to A Blueprint for Water
Reform in Western Australia, Government of Western Australia, Perth, February 2007, p20 and 31.
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373
7

LICENCE CLASS

ENTITLEMENT CLASS
[KILOLITRES PER YEAR]

SUGGESTED FEE

FREQUENCY

Application fee $200 On Application
0 - 1,500 Free

1 1,500 - 5,000 $200 Annual

2 5,001 - 50,000 $325 Annual

3 50,001  -100,000 $600 Annual

4 100,001 - 500,000 $1200 Annual

5 500,001  -1,000,000 $2400 Annual

6 1,000,001 - 5,000,000 $2400 Annual

7 > 5,000,000 $3000 Annual

Table 5.3: Water Licence Administration Fees Gazetted December 20077

LICENCE CLASS ENTITLEMENT CLASS | SUGGESTED FEE FREQUENCY

[KILOLITRES PER YEAR]
Application fee $200 On Application
0 - 1,500 Free

1 1,500 - 5,000 $100 Annual

2 5,001 - 50,000 $150 Annual

3 50,001 - 100,000 $250 Annual

4 100,001 - 500,000 $700 Annual

5 500,001 - 1,000,000 $1600 Annual

6 1,000,001 - 5,000,000 $2500 Annual

7 5,000,0001 - 10,000,000 $4000 Annual

8 > 10,000,000 $6000 Annual

373

374

Submission No. 29 from Department of Water, 21 December 2007, p13.

Government of Western Australia, Government Gazette, No. 268, 28 December 2007, pp6425-6431;
Submission No. 29 from Department of Water, 21 December 2007, p14.
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5.3 The Need for Licensing

Any meaningful discussion of licensing must be situated in the context of water resource
management and the recognised need for improved management of water resources in Australia,
as evidenced by the development of the National Water Initiative (NWI) and, in Western
Australia, the Blueprint and the State Water Plan 2007 (SWP). According to Mr Jeff Camkin, ‘as
the pressure on water resources in the state goes up - it has been - there is a need for much closer
management and much better assessment of water resources, better planning, better policies and
more accurate allocations of water’.>”

Irrigation Australia - WA Region (IAL-WA) advises that:

Historically, water in WA has been free or undervalued. This is a low base to start a
process of change from. It is therefore expected that some water users and organizations
will strongly resist the implementation of any licensing framework or charges.*”

One conclusion to draw from this observation is that the introduction of a licensing regime in
Western Australia would be strongly resisted by those engaged in agriculture, horticulture and
aquaculture activities. However, evidence to the Committee suggests that this may not be the
case. In fact, recognition of the need for, and support of, the improvements to the management of
water resources, including licensing, was generally iterated throughout the submissions and
evidence provided to the Inquiry, as the following examples clearly demonstrate:

A licensing system is just one tool or element of a modern evidence-based management
system.®"”

It is our contention that any extraction of the State’s water resources should be licensed
and an appropriate licence fee should be charged to recover the cost of administration.®

Ideally water license (sic) should be required for all groundwater extraction.*”
DEC strongly supports the current licensing system for the taking of water from
groundwater or stream flow which recognises that adequate water resources must be

maintained to protect and conserve the environment.**

Harvey Water supports the licensing of major water users in Western Australia.*®*

37 Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p2.

376 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p3.

81 Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,

15 January 2008, p2.

378 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p2.

379 Submission No. 5 from City of Geraldton-Greenough, 30 November 2007, p1.

380 Submission No. 8 from Department of Environment and Conservation, 5 December 2007, p1.

%81 Submission No. 16 from Harvey Water, 7 December 2007, p1.
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Water users recognise the need for registration and licensing of water harvesting dams in
surface water catchments and groundwater use ... Water users support measurement and
reporting of water use for both surface water and groundwater systems.*

IAL-WA believes that a properly developed, implemented and managed licensing system is
an important component of a modern evidence-based management system for water.**

We [IAL-WA] believe that licensing should be used where it adds value to the overall
management of water resources. For example, licensing will be absolutely necessary
where competition for water is high or water is over-allocated. In other areas, where
there is low competition for water or water is under-allocated, a licensing system may add
little value and be very expensive to implement and manage.®*

It is in the collective best interest of everyone in Western Australia to be fully aware of
what is happening to our pool of water. The registering part of a licensing framework is
the very best way to know that.>®

RTIO [Rio Tinto Iron Ore] fully supports the State Government’s endeavours to develop
better ways to manage our water resources and is generally supportive of the directions it
has outlined in this regard through the State Water Plan, and the Government’s Response
to the Blueprint on Water Reform in Western Australia. RTIO recognises the role of
Government in regulating, planning and managing water resources in the interests of the
community, the environment and the economy. The administration of licences to take
water under the Rights in Water and Irrigation Act is an important element of this role.*®

Effective regulation is essential to ensure markets operate efficiently and fairly, to protect
the public and the environment.*®’

The South West Development Commission strongly supports the need for increased
management of water resources in the South West Region.*®

It is the Conservation Council’s contention that all farm dams, irrigation bores, [and]
domestic bores must be licenced (sic).>*

If licenses (sic) are seen as the best way to manage and monitor the resource, then all who
take water from whatever source should be licensed.>®

382 Submission No. 18 from The Alliance, 7 December 2007, p3.

383 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p3.

384 ibid.
38 Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,
15 January 2008, p4.

386 Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p4.

87 Submission No. 21 from Aquaculture Council of Western Australia, 7 December 2007, p4.

588 Submission No. 22 from South West Development Commission, 10 December 2007, p1.

389 Submission No. 31 from Conservation Council of Western Australia Inc., 19 December, p2.
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Notwithstanding the absence of cost benefit analysis, to date, Manjimup and Pemberton
Landowners support the water licensing provisions of the Rights in Waters and Irrigation
Act 1914 and have been subject to those provisions for over 40 years since proclamation
of the Warren and Donnelly River catchments ... the licensing system provides a
framework for management of the resources that has been accepted by landowners.**

There has to be proper water management and you have to measure. You have to have a
licence system.**

We do not disagree that water in the state needs to be managed or that we should all be
registered so the consumptive pool is quantifiable and so good management could then
happen.®®

In discussing the general acceptance of a registration system, rather than an immediate move to
licensing, IAL-WA suggested that this acceptance signifies a:

clear acknowledgement that they [commodity groups] accepted that it is reasonable for
everybody in the state to know that they had a certain amount of water and that they were
using it for agriculture, horticulture, aquaculture or whatever. ***

The above examples bear witness to the DoW’s claim that while the licensing of water ‘is not
universally accepted or welcomed ... increasingly, advisory groups and industry sectors are
requesting more active water management by the Department of Water’.3® The DoW cite an
example of this in the Margaret River Wine Region:

The Margaret River Wine Industry Association and Whicher Water Resource Management
Committee have both advocated that proclamation and licensing would benefit that
industry by providing secure access to water entitlements. As a result, priority catchments
in the region such as Wilyabrup have recently been proclaimed, so that the area can be
actively managed through licensing.>®

As the DoW notes, recognition of the need for improved management and the accompanying fees
was qualified. Submissions note that a licensing system should not be implemented ‘simply to
support government regulation’;*’ rather “licensing systems need to be implemented and managed

in a manner that minimizes compliance costs and maximizes practical benefits to irrigators and

390 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p2.

1 Submission No. 36 from Manjimup and Pemberton Landowners, 7 January 2008, p9.

392 Mr Harry Ortheil, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p11.

398 Ms Diane Fry, Farmer, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8 January
2008, p16.

Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,
15 January 2008, p4.

3% Submission No. 29 from Department of Water, 21 December 2007, p10.
396 A
ibid.

97 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p3.

-76 -



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 5

supports the adoption of best practice and continual improvement’.*® Licensing systems, argues
IAL-WA, ‘should not be an end in themselves but a means of delivering effective price signals
and sustainable resource management’.3®°

The Shire of Manjimup explained that it did not object to the idea of managing the area’s water
resources and had ‘accepted that there is a need to do this. We also accept that it is not
unreasonable to pay a fee for that service’.*® Unlike much of Western Australia, this region has
‘been in a regulatory environment for water for the past 40 years’ and, therefore, farmers in that
area ‘are very familiar with licensing’.*® However, the Shire, along with many other submitters,
took exception to the particular fees being charged, and this issue is addressed further in the
report.

vegetablesWA also advised that while ‘on the surface, we are not opposed to areas having
management plans over them at all,” they were certainly concerned about ‘the details underpinning
those plans’.*®? Likewise, the Farmers Federation of Western Australia advised that while they
had initially been supportive of Western Australia signing the NWI as they believed it would
provide more, and longer-term, security for farmers, they were now concerned about the state’s
introduction of full cost recovery.*®

While expressing doubt about the fees improving water management, the Collie Preston Water
Action Group stated:

You will always find farmers who think that there should not be any involvement by anyone
in their farm dams, but the group acknowledges that water management is an important
issue and we are not against water management per se.***

This group “‘do[es] not question the fact that we need water management. However there must be
a comprehensive approach: one which takes into account all users of water and which allocates
water based on all the users on all farms’.*®

Similarly, the Western Australian Fruit Growers’ Association agreed that ‘we should all apply to
have our dams registered so that the government knows where the water is and what is
happening’.*®

3% ibid.

399 ibid., p6.

400 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
p3.

oL ibid., p2.

402

Mr Jim Turley, Executive Officer, vegetablesWA, Transcript of Evidence, 15 January 2008, p4.

403 Mr Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008,

p2.
Mr Harry Ortheil, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p3.

45 ibid., p6.

404
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However, the Manjimup and Pemberton Landowners also suggests the development of a
‘licensing mindset’ in government, and submits that:

a case could be made that licensing and associated Government regulatory action
introduces undesirable distortions to water allocation in regions where water is neither
over allocated or nearing over allocation, and unnecessarily consumes non-government
and Government resources.*’

At this time it is not clear to the Committee how licensing and its associated processes and
procedures would result in distortions to water allocations. The balance of evidence presented
strongly favours the introduction of a water licensing regime in Western Australia. The
Committee is of the view that a modern evidence-based management system requires a licensing
regime.

Finding 4

There is general recognition of the need for a water licensing regime in Western Australia to
help manage the state’s water resources more effectively.

5.4 Recognition of Benefits to Licensing

As well as recognising the need for water resource management, and for water licensing as one
component of that management, there is a general recognition of several benefits obtained through
licensing. However, as the following discussion of these shows, there was not always consensus
as to the nature of these benefits.

Drawing on his international study tour experience, Mr Jeff Camkin suggested:

that water use really needs to be viewed as a privilege and the use of a community asset
and not a personal use of something that is owned by landholders or anybody else. Water
use and management is both a responsibility of government and a responsibility of
landholders and water users in the rest of the community. One of the things that licensing
does is to provide a formal recognition of the rights and responsibilities that licensees have
and what comes with that privilege.*®

In addition to this, water licensing, together with the water resource management system within
which it operates, is deemed to provide greater security to water users. According to the
Department of Agriculture and Food, security of supply and trading rights for water, which an
accurate and reliable licensing system can provide, are important to the continued advancement of

406 Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
January 2008, p6.

407 Submission No. 36 from Manjimup and Pemberton Landowners, 7 January 2008, p10.

408 Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p2. See also p9.
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® The DoW also regards ‘ensuring

licensed water users have secure access to an increasingly precious resource for which they derive
a benefit’ as an advantage brought about by licensing.*" As the following excerpts demonstrate,
improved security is a generally recognised benefit to water licensing.

The licencing system and water resource management that underpins it is designed to
provide security to the environment, to water licence users and to society that water will
remain available for ecological, social and economic benefit into the future.*!

I guess there is clearly a benefit from a licensing system inasmuch as it gives greater
security to people in terms of what water value they can plan for [... and] greater
awareness of our water resources.*

Water licences are a mechanism that can insure the security of water entitlement to land
owners or users ...in order for agriculture to develop sustainably and efficiently into the
future the security of water entitlement is required.*®

A properly developed, implemented and managed licensing system would deliver the
following benefits:

e increased certainty over current and future access to available water - essential to
give business and government the confidence to borrow and invest in water
dependent projects

e a framework to adjust licensed allocations in a fair and equitable manner as
overall availability of water fluctuates up or down, or when allocations are in
excess of what the community judges to be sustainable.***

The majority of self-supply water users in Western Australia ... realise that if they have a
water licence, it is probably worth something to them and gives them security.*

The DoW also sees benefits to a licensing system which improve the security of supply to water
users through:

409

410

411

412

413

414

415

Submission No. 15 from Department of Agriculture and Food, Government of Western Australia, 7
December 2007, p1.

Submission No. 29 from Department of Water, 21 December 2007, p10.
Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p2.

Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,
15 January 2008, p2.

Submission No. 15 from Department of Agriculture and Food, Government of Western Australia, 7
December 2007, p3.

Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p3.
Mr Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008,
p>5.
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e protecting current and future water users by reducing the risk of over allocation of
water resources

e protecting existing licensed water users from unacceptable impacts from other
water users

e allowing the Department of Water to ensure water allocations decisions are
sustainable

o allowing the Department of Water to establish licence conditions that protect
water sources and water quality and ensures water is used under the conditions
required by local practice, relevant by-laws and relevant decisions of committees

e ensuring water use is consistent with land use planning instruments, policies of
other government agencies and intergovernmental agreements

e ensuring sufficient water is available for public drinking supplies*

The provision of data is also widely acknowledged as a benefit to water licensing in that it will
help improve water resource management:**’

The benefit of a licensing system is that it provides valuable data to improve monitoring
and management of the nation’s ground water usage.*'®

Additionally, water licensing also provides a methodology for accurately identifying and
recording water resources allocated and used in a region.*

IAL-WA believes that the information, regulation of water use and monitoring that flows
from a licensing system will benefit all water users, including the environment.*®

These [objectives of the proposed licensing system] are particularly focussed on gathering
sufficient data on actual use of the water to enable sustainable management of the
resource and providing a framework for efficient water trading. The beneficiaries of these
outcomes include;

e future water users;

e current irrigators;

e industries developed on the basis of irrigated agriculture; and

416 Submission No. 29 from Department of Water, 21 December 2007, p10.

a7 Issues concerning water resource data are discussed in Chapter 2.

418

Submission No. 5 from City of Geraldton-Greenough, 30 November 2007, p1.

419 Submission No. 15 from Department of Agriculture and Food, Government of Western Australia, 7

December 2007, p3.

420 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p3.
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e the wider community reflecting the preservation of environmental values.***

Licensing is also seen by some as a means to regulate and control water use, and is favoured over
self-regulation. In this regard, the City of Perth suggests that ‘the taking of water from an
underground aquifer or stream flow needs to be controlled by a central body. Self regulation is
insufficient’.** Similarly, Harvey Water advises that ‘it is understood that the purpose of licences
is to ensure controls which regulate the particular industry or, in the case of water, the use of the
resource.*® The Conservation Council of Western Australia Inc. correlates licensing with the
successful implementation of the SWP, and claims that:

clearly an open, fair, equitable, transparent and independently administered licencing (sic)
regime is crucial to the success of the first raft of implementation measures of the State
Water Plan.***

One other element that the Department of Water and others such as Harvey Water see as a positive
outcome of licensing and the SWP is that licensing will afford the ‘trading of entitlements to
occur, providing additional options for licensed water users in the management of their
businesses’.*?®> For this to occur, though, there must be a separation of land and water titles. This
has proven to be a contentious issue with those providing evidence, and is discussed in more detail
later in this chapter.

Finding 5

There is general recognition that significant benefits accrue from water licensing.

5.5 Acceptance that a Licensing System Attracts a Cost

As will be shown in the discussion in Chapter 6 relating to the cost of licensing, there is
considerable concern about the government’s schedule of fees, the elements included in the fees,
the method of their calculation and the need for cost minimisation. Much of this concern comes
from the south west of the state. For example, the Manjimup and Pemberton Landowners submit
that “there has been no cost benefit analysis of water licensing in WA conducted and published by
the State Government’.*?® Further, it states that it is clear to them that ‘the “services” approach of

42l Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p3.

422 Submission No. 12 from City of Perth, 6 December 2007, p2.

423

Submission No. 16 from Harvey Water, 7 December 2007, p1.

424 Submission No. 31 from Conservation Council of Western Australia Inc., 19 December 2007, p1.

425 Submission No. 29 from Department of Water, 21 December 2007, p10.

426 Submission No. 36 from Manjimup and Pemberton Landowners, 7 January 2008, p9, original emphasis.
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the Department of Water is becoming increasingly bureaucratic, time consuming and costly for
water licensee farmers’.*?” The group argues that the regulated fees represent ‘extra unnecessary
regulatory intervention [that] also increases the cost to Government to administer the burgeoning
Department of Water’.*?

While the Aquaculture Council of Western Australia (ACWA) supports effective regulation, it
states that ‘the benefits must not be offset by unduly high compliance and implementation
costs”.*? For ACWA, the state’s ‘ultimate goal is that WA water resource management creates

true intergenerational equity, and at least cost”.**

Nevertheless, as the following demonstrate, there is a general acceptance that a licensing system
necessarily comes at a cost:

The cost of administering these licences must and will be paid for, one way or another,
either indirectly through taxes or directly by fees.*”*

Payment of a fee for a licence by the licence holder is normal practice in many other
situations in which the beneficiary pays for some or all of the cost of administration. The
right to drive, fish or conduct a wide range of trades or businesses is covered by licences
for which a fee is payable.**?

There is no doubt that administering licences is not only necessary but also can be
expensive. The trick is always to find a balance between the benefit of administration and
its cost.**®

Harvey Water also accepts that licensing comes with a cost and points to the need for full cost
recovery under the NWI. According to Harvey Water:

everyone has had licences for a very long time, and they are being administered. Whether
you like it or not, there is a cost. You are going to pay for that cost either directly or
through some government revenue raising, whatever it might be - the CSO, or whatever it
is. But they are being done now, anyway. It is part of the NWI... Full transparent cost
recovery.**

4t ibid., p10.
428 ibid..
429 Submission No. 21 from Aquaculture Council of Western Australia, 7 December 2007, p4.
430 S

ibid.

431

Submission No. 16 from Harvey Water, 7 December 2007, p1 and 2.
482 ibid., p1.
43 ibid., p2.

434 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p13.
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(@) Fees for Water Resource Management, Not Consolidated Revenue

While there is general acceptance of licensing and recognition that this must attract a cost, there is
also considerable concern that licence administration fees might simply be a ‘revenue raiser’ or be

‘offset rather than necessary to implement controls’.**°

Further, IAL-WA argues that ‘if full cost recovery is implemented, then it is essential that the
funds raised stay within DOW and are only utilized for water management’.**®* The Pastoralists
and Graziers Association states that ‘any fee collected by the Department of Water through the
water licensing regime in proclaimed catchment areas must be solely used to recover
administration costs and not to consolidate revenue for other government interests’.**’

A landowner in the Nannup area also argues that:

monies that government receives from the co-operatives who purchase water such as
Harvey Water should be used for the management of water rather than being placed in
general government revenue. To do so would make the costs and profits from water use
more transparent.*®®

The Alliance of the Western Australian Farmers Federation (Inc), Potato Growers Association of
WA (Inc), Vegetable Growers Association and WA Fruit Growers’ Association (Inc) (the
Alliance) submits that ‘all fees collected in individual catchment/aquifers [...be] quarantined for
water ngource management expenditure back in the same catchment/aquifer they were collected
from’.

Similarly, the Western Australian Local Government Association (WALGA) submits that ‘all
funds raised via licence charges be hypothecated to the appropriate section of the Department of
Water’.**®  The Pilbara Regional Council endorses this position and recommends that such
hypothecation be done ‘in a transparent and auditable manner to remove any temptation by future

Governments to siphon money back into consolidate[d] revenue accounts’.***

RTIO argues that:
there needs to be appropriate accountabilities and controls placed upon the Department of

Water to ensure the services that are to be covered by the water licence administration fees
are:

4% Submission No. 16 from Harvey Water, 7 December 2007, p2.

436 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p4.

437 Submission No. 26 from Pastoralists and Graziers Association, 12 December 2007, p1.
438 Submission No. 9 from Mr D. Scott, 6 December 2007, p1.
439 Submission No. 18 from The Alliance, 7 December 2007, p9.

440 Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p1 and 5.

aat Submission No. 40 from Pilbara Regional Council, 31 January 2008, p3.
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e Delivered efficiently; and

e Delivered to a level that is appropriate to the water resource management needs of
the catchment in question.**?

Recommendation 9

Revenue from licence administration fees should be used for providing the licence
administration service. The allocation of those costs should be transparent.

(b) Community Cost Sharing?

Submissions note that the general public are beneficiaries of water resource management and
argue that, as such, they should bear some of the cost of this management. The Chamber of
Minerals and Energy (CME) argues that there are:

a broad range of beneficiaries of water regulation. As such, CME contends that costs
should not be borne solely by industrial consumers. Effective water resource management
benefits the community generally, the environment, and future water users as well as
current water users. The costs of the management regime should be shared among all
beneficiaries and not placed solely on current users. On this basis, it is appropriate for the
community to bear a proportion of the costs of providing this service and the long-term
sustainable management of the resource.**®

RTIO recognises and supports the government’s role in ‘regulating, planning and managing water
resources in the interest of the community, the environment and the economy’ and advises that
licence administration is ‘an important element of this role’.*** Given this, RTIO suggests that the
costs of water licence administration should be carried by all beneficiaries and that the proposed
fee structure ‘specifically targets licensees and does not seek to make the connection between the
broader community benefit and the distribution of costs’.**> The company strongly argues that it
should only pay for the government services it uses:

RTIO considers that it should only bear its share of those costs associated with the services
undertaken by the Government in relation to the better management of the water resources
it uses.**®

42 Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p3 and 6.

43 Submission No. 30 from The Chamber of Minerals and Energy, 14 December 2007, pp1-2.
aa Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p4.

45 ibid., p3, 4 and 5.

446 Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p4 and 5.
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A landowner in Nannup suggests that costs recovered should be in proportion with the amount of
water used:

For example if water users only use 4% of the available water in a catchment then they
should only incur 4% of the management costs for the catchment. The other 96% of the
water is available for the environment which is for the public good and should be funded
from the public purse.*”

WAVLGA argues that ‘water licence charges [... should be] waived or concessions applied where
water drawn from a groundwater source or stream flow is for public benefit outcomes’.**® The
Association states that ‘as a matter of principle, the beneficiaries should share the costs, according
to the benefits they derive’, and includes the wider community in its list of beneficiaries.*”
Drawing attention to paragraph 35 of the NWI, which requires statutory recognition of water
provided to meet environmental and other public benefit needs, WALGA argues that providing
water for public open space is a public benefit need, and:

therefore it needs to be recognised that any impost or cost proposed, such as regulatory
charges, changes to licensing fees or additional conditions placed on the existing licensing
arrangements for local government all need to adequately recognise the public good of the
consumptive water use.*°

It appears that such calls for the community to bear some costs associated with environmental and
other public benefit water use is based on a misconception that there is a fusion of water licence
administration costs and the broader water resource management costs.

Reiterating its belief that there should be a clear separation of different services, such as licence
administration and water resource management charges, IAL-WA argues that ‘payment for any
public or environmental service should be completely separate from any Licensing Administration
Fee or Water Resource Management Charge transactions’.*** This group, while supporting full
cost recovery, believes that:

where benefits are enjoyed by the broader community, or include the shifting of
responsibility for the implementation of government policy and tasks to irrigators, then
recognition and allowance for this should be reflected in the apportionment of costs. For
example, if environmental benefits are derived from the activities of irrigation cooperatives
and/or irrigators, this should be reflected in the cost of apportionment.***

ad Submission No. 9 from Mr C. Scott, 6 December 2007, p1.
448 Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p1.
449 ibid., p3.
450 ibid., pé.
4t Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p6.

42 ibid., p3.
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As referred to in Chapter 4, the community already pays for water at some level. For example, no
matter where you live in the state you bear a cost for clean drinking water. With increasing needs
for water for a range of different uses there will increasing costs. In systems where water is fully
allocated or approaching full allocation as well as paying for a water licence consideration needs
to be given to how costs are apportioned.

5.6 Separation of Water Rights from Land Rights

According to the DoW, ‘the notion of water trading is an important element of the National Water
Initiative, not necessarily as an end in its own right but so that there is a better resource
management outcome in the sense that people will value water more’.**® There is general
understanding that water does not belong to individuals or corporations, but to the state. As the
DoW advises, ‘traditionally, licences have been closely linked to the land, by requiring licence
holders to have legal access to the land where the water is taken from’.*** The Gascoyne Water Co-
Operative Ltd recognises that water, ‘be it rain, surface water or groundwater’, is not owned by
individuals; rather, water is vested in the Crown.*> Similarly, Harvey Water states that ‘access to
water is a precious right which is bestowed upon users by society as represented by government
through its agencies’.*®® The Shire of Manjimup believes that ‘there is an acceptance that the

water belongs to the state’.**’

Paragraph 28 of the NWI requires water access entitlements to be separate from land:

The consumptive use of water will require a water access entitlement, separate from land,
to be described as a perpetual or open-ended share of the consumptive pool of a specified
water resource, as determined by the relevant water plan (paragraphs 36 to 40 refer),
subject to the provisions at paragraph 33.*®

Part of the rationale for this separation is to develop a market in water separate to land, which will,
in turn, allow water trading and the concomitant movement of water to the highest value use.**
According to the Blueprint for Water Reform in Western Australia:

453 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p14.

44 Submission No. 29 from Department of Water, 21 December 2007, p9.

455 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p2.

496 Submission No. 16 from Harvey Water, 7 December 2007, p2.

457

Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
p2. Mr Hubble also noted that there was debate over whether private collectors of water should pay, and this
is discussed elsewhere in this report.

458 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 28, p5. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water
_initiative.rtf. Accessed on 1 November 2007.

459 Blueprint Water Reform Implementation Committee, A Blueprint for Water Reform in Western Australia.

Final Advice to the Western Australian Government, Government of Western Australia, Perth, December
2006, p27.
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the separation of interests in water from interests in land enables water resources to be
used more economically and efficiently because under these circumstances the movement
of water towards a higher value use can occur more readily. **°

It is intended that this unbundling of rights will make for more economic trades as the associated
transaction costs will be reduced.*®

According to Mr Jeff Camkin, ‘water trading is a useful tool. It is one of the tools in the water
resource management tool kit, and wherever it is appropriate, you use it’.*®* For water trading to
occur there must be something clearly tradeable and, under the NWI, it is a water access
entitlement ‘to take a certain quantity of water under certain conditions’.*> Mr Camkin suggested

that ‘Australia is leading the way there [with water trading] a fair bit’.***

Throughout the Inquiry concerns were expressed to the Committee regarding the separation of
land and water titles and the impact this was might have on property values and the environment.
The balance of this chapter outlines the concerns brought to the Committee’s attention. Water
trading is another issue around which there appears to be considerable anxiety and confusion.
Therefore, following a summary of the concerns raised to the Committee the chapter will explicate
current arrangements for, and restrictions on, water trading, both under existing legislation and
regulations and under legislation currently being drafted to incorporate NWI requirements.

5.7 Water Trading in Western Australia

In Western Australia, and in line with the SWP, there will be three types of entitlements possible,
namely water licence entitlements, water access entitlements and riparian rights (stock and
domestic use), and these entitlements will be able to co-exist. This co-existence is allowable under
paragraph 33(i) of the NWI which clearly acknowledges that other types of entitlements might be
necessary in Western Australia:

fixed term or other types of entitlements such as annual licences will only be issued for
consumptive use where this is demonstrably necessary, such as in Western Australia with
poorly understood and/or less developed water resources.*®

460 ibid.
461 ibid.
462 Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p9.
463 ibid.
1o ibid.

465 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 33(i), p6. Awvailable at: http://www.coag.gov.au/meetings/250604/iga_national_water
_initiative.rtf. Accessed on 1 November 2007.
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(@) Water Trading in Western Australia under Current Legislation

Water trading currently exists in Western Australia and has done so since the 2000 amendments to
the RIWI Act provided for the separation of land and water rights. These amendments ‘introduced
market mechanisms to the management of water resources’.*® Prior to the 2000 regulations water
property rights did not exist. The separation of land and water titles allows for the rights to be
acquired, disposed of or mortgaged separately.*” However, there are conditions that apply to this
transferability of title that are intended to safeguard the taking and use of water.

Clause 3 of Schedule 1 of the RIWI Act sets out who is eligible to hold a licence. The most
relevant section of this clause for the purpose of the Inquiry states that:

A person is eligible to hold a licence if-
(a) the person is an owner or occupier of the land to which the licence relates;
(b) the person does not come within paragraph (a) but satisfied the Commission -

(i) that the owner and any occupier of the land to which the licence relates have
agreed in writing to the person-

(1) being on the land; and
(11) doing there the things that may be done under the licence

In other words, water licences can only be issued to those with legal access to the relevant land.
When combined with the conditions that apply to each licence, this means that the right to take
and use water is tied to the land. As the DoW stated, currently in Western Australia ‘a licence

provides for the water and land to be held together in essence’.*®®

According to the DoW:

this Section of the Act was put in place because the location at which water is taken is
critical to its management (particularly for groundwater). It addressed issues such as
people attempting to acquire a licence in an area before deciding where the water would
be taken (making it impossible to determine impacts), or what would happen to a water
licence if access to land (via a lease) was lost.*®°

Furthermore, clause 29 of schedule 1 clearly links the transfer of water licences and entitlements
to a person who is eligible under clause 3 of schedule 1:

466 Submission No. 43 from Department of Water, 7 February 2008, p9.

o7 ibid.
468 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p14.

469 Submission No. 43 from Department of Water, 7 February 2008, p9.
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(1) Subject to this Division, the holder of a licence may transfer-
(a) the licence; or
(b) the licensee’s water entitlement under the licence

to a person who holds, or is eligible in terms of clause 3 to hold, a licence of the same
kind.

Subclause 29(2) also specifies that licence transfers may not be allowed to the extent that ‘a
relevant local by-law prohibits the transfer of licences, or water entitlements under licences, of
that kind’.*"

Water trades under the RIWI Act can involve the entire licence or a portion of the licence
entitlement. Trades can also be permanent or temporary, with clause 30 of schedule 1 providing
for limited period transfers.

The above are the current regulations relating to water trading in Western Australia as prescribed
under the RIWI Act.*”* These regulations are supported by the 2001 Statewide Policy No.8,
Transferable (Tradeable) Water Entitlements for Western Australia,*’? which sets out the policy
principles that guide decision making in relation to water trading. These include principles
regarding eligibility, water availability, environmental and resource management, consultation,
security interests, speculation, administration and broking.*"

In October 2007, the Resources Economic Unit (REU) prepared a report for the Economic
Regulation Authority (ERA) inquiring into competition into water trading issues in the water and
wastewater services sector. This report provided the following examples of ‘the capacity to trade

under existing legislation’:*"

The capacity of individual farmers to privately negotiate a price for the transfer of a
license to take water;

The capacity of an irrigation cooperative to negotiate a water transfer to a water utility in
exchange for a payment to be used for irrigation delivery system upgrades; and

The capacity of an irrigation cooperative to similarly transfer water to another user such
as a large industrial undertaking.

470 Schedule 1, Division 7, Rights in Water and Irrigation Act 1914 (WA).

an Section 4.7 (c) outlines the state’s intentions in relation to water trading envisaged under the NWI and the

SWP.

Waters and Rivers Commission, Transferable (Tradeable) Water Entitlements for Western Australia,
Statewide Policy No. 6, Government of Western Australia, Perth.

473 ibid., pp2-6.

474

472

Resources Economic Unit, Inquiry into Competition in the Water and Wastewater Services Sector: Water
Trading Issues, Prepared for the Economic Regulation Authority, 30 October 2007, pll, as cited in
Submission No. 46 from Department of Water, 21 February 2008, p1.
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Finding 6

Water trading is already provided for under current legislation.

(b) The Value of Water Trading under Current Regulations

The following provides data on the amount of water trading being conducted under the existing
legislation, regulations and policy. Table 5.4 is extracted from data generated by the DoW to
determine water trades between July 2002 and June 2007, excluding trades within irrigation
cooperatives.*”> While the amounts may not be particularly large, the trades involved represent
significant dollar values.

Table 5.4: Water Trades 1 July 2002 to 30 June 2007%'°

Type of Resource Total Number Total Entitlement Average Trade
of Trades Traded (ML) over the 5 years
Permanent Groundwater 58 2,994 51.6
Temporary Groundwater 12 14,650 2,930"
Permanent Surface Water 16 6,251 na
Temporary Surface Water 8 19,217° 3,843

'90% taken under 2 licences: 3940 in 2005-06 and 2006-07; and 1679 in 2002-03, 2003-04 and 2004-05.
?Dominated by three trades in the Harvey River Basin. *Dominated by 5 trades in the Harvey River Basin.

The DoW advises that ‘the prices at which water entitlements have been traded have not been well
documented’.*”” Nevertheless, and in line with certain limitations that arise from this, the DoW is
able to provide the following data with regards to the value of water trades in Western Australia.
Where the price was reliably documented, the total value of permanent trades for 2005-2006 was
$159,500 and for 2006-07 was $192,500.*”® Surface water trades have understandably been
dominated by trades between Harvey Water and the Water Corporation ‘where irrigation

entitlements are being traded to public water supply entitlements over six years’.*”® It is expected

47 Submission No. 46 from Department of Water, 21 February 2008, pp1-2.

476 Developed from information provided in Submission No. 46 from Department of Water, 21 February 2008,

pp2-4.
4 ibid., p5.
478 ibid., p5.
479 ibid., p6.
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that the 17.1GL permanent trade will result in a total payment to Harvey Water of $72 million,
which is ‘equivalent to a permanent trade price of $4,210 per ML (or $4.21/kl)* .*®

(c) Water Trading in Western Australia under the National Water Initiative

The DoW advised that ‘the notion of perpetual water access entitlements issued as a share of a
consumptive pool’ is something new that the state is being asked to consider.”®* Under the NWI
there is the requirement that statutory water management plans be developed ‘for surface water
and groundwater management units in which entitlements are issued’.*®* In addition to this, the
statutory water management plans must take into consideration environmental and other public
benefit outcomes in calculations of the consumptive pool. In this way, water allocated to
environmental and other public benefit outcomes is given statutory recognition and the same level
of security as entitlements for consumptive use.*®®

Paragraphs 30, 31 and 32 of the NWI outline the characteristics of a water access entitlement and
the principles under which they are approved.”® These include, but are not limited to,
requirements that water access entitlements will:

specify the essential characteristics of the water product;
be able to be traded, given, bequeathed or leased;
be mortgageable;

clearly indicate the responsibilities and obligations of the entitlement holder
consistent with the water plan relevant to the source of the water;

be able to be varied, for example to change extraction conditions, where mutually
agreed between the government and the entitlement holder.*®®

In discussing the enhancement of water security the SWP notes that water trading is encouraged
“for economic use, to improve productivity and alleviate pressure on the environment’.*®®  The
SWP is based upon the Blueprint in which it was recommended that:

480 ibid.
481 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p14.

Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June
2004, paragraph 36, p7. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_
initiative.rtf. Accessed on 1 November 2007.

482

483 ibid., paragraph 35, p7.

484 ibid., p6. See also Schedule D Principles for regulatory approvals for water use and works.

485 ibid., paragraphs 31 and 32, p6.

486 Government of Western Australia, State Water Plan 2007, Department of the Premier and Cabinet, Perth,

2007, p77.
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water and land entitlements be further separated and that it not be necessary to hold or
have access to land to hold a water access entitlement.*®’

Water access entitlements will be perpetual and it will no longer be possible to simply issue
annual licences for water access entitlements; a water property right must be separated from the
land right.*®® These entitlements ‘will be mortgageable (and in this respect have similar status as
freehold land when used as collateral for accessing finance)’.**

The Blueprint recommended an ‘unbundling’ of the rights and approvals that exist under licences
that exist under current legislation, such as those to take a volume or share of water, to construct
and operate works at a specific stream location, to dispose of salt and/or to drain land.**® This
unbundling ‘of key attributes and obligations’ is intended to ‘impact on regulatory effectiveness,
trading of entitlements and, thereby, ultimately increase the contribution which water use makes to

the economy”.***

Therefore, while water rights are no longer tied to land access, ‘entitlement holders will still
require regulator approval from the Department of Water to extract and use the water’.*** This is
in accordance with the Blueprint which recommended that:

in order to take the water to which the water access entitlement applies, that it be made
necessary to have a works approval to take water and a site use approval to use i, 49

Recommendation 21 of the Blueprint calls for statutory approvals to be unbundled from water
access entitlements into three separate rights. It recommends rights to:

(1) a water access entitlement as ‘an exclusive share of the consumptive pool’;
(2) “extract or take water, including an extraction rate (works approval)’; and

(3) ‘use water (site use approval)’.***

487 Water Reform Implementation Committee, A Blueprint for Water Reform in Western Australia. Final Advice

to the Western Australian Government, Government of Western Australia, Perth, December 2006, p27.

488 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 35, p7. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_
initiative.rtf. Accessed on 1 November 2007.
489

ibid., paragraph 31, p6.

490 Water Reform Implementation Committee, A Blueprint for Water Reform in Western Australia. Final Advice

to the Western Australian Government, Government of Western Australia, Perth, December 2006, pp27-8.
491 ibid, p28.

492 Submission No. 43 from Department of Water, 7 February 2008, p10.

498 Water Reform Implementation Committee, A Blueprint for Water Reform in Western Australia. Final Advice
to the Western Australian Government, Government of Western Australia, Perth, December 2006, p27.

404 ibid., p28.
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There is an important point to be made with regards to the separation of land and water titles. At
present in Western Australia there is no such separation because the necessary legislation is not
yet in place. The Government of Western Australia gave in principle support for Blueprint
recommendation numbers 21 and 22 regarding the separation of water and land entitlements. The
Government Response indicated that new legislation would be required to implement these
recommendations. It also indicated that this issue required ‘detailed consideration by the
Department of Water in order to ensure the resultant system is administratively simple and
streamlined’.*® The Committee understands that the Water Resource Management Bill, which
provides for water access entitlements and the separation of land and water rights, is in
preparation, and statutory water management plans that determine water access entitlements and a
consumptive pool are not possible until such legislation is enacted.

Finding 7

Under current legislation the further separation of land and water titles as envisaged under the
National Water Initiative is not possible in Western Australia.

Finding 8

The framework envisaged by the National Water Initiative needs to be in place before trading of
water access entitlements can begin.

Recommendation 10

The Department of Water should communicate clearly the requirements needed to be in place
prior to trading of water access entitlements.

Recommendation 11

Proposed legislation allowing water access entitlement trading needs to be carefully drafted
following full community consultation.

495 Government of Western Australia, Western Australian Government Response to A Blueprint for Water

Reform in Western Australia, Government of Western Australia, Perth, February 2007, p13.
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(d) Co-Existence of Entitlements

While new legislation is being drafted to provide for statutory water management plans and the
unbundling of water and land rights, as noted above, there is also provision under Paragraph 33 of
the NWI for a system of fixed term or other types of entitlements to remain as a form of water
entitlement.  Paragraph 25(viii) also demands that water access entitlements and planning
frameworks will ‘reflect regional differences in the variability of water supply and the state of

knowledge underpinning regional allocation decisions’.*%

This allows for the current type of licence to continue and to co-exist with the other forms of water
entitlements that might be available in the state. According to the DoW, the current form of
licence:

will be preserved into the future as well; it is just that we are offering another form of
entitlement under which those things are unbundled. For much of Western Australia, the
existing water licensing arrangement will continue.**’

The separation of land and water titles is:

a tenet of the National Water Initiative as it applies to a particular form of entitlement ...
and it will be up to a localised statutory water management plan in a given area to
determine whether that form of water access entitlement and consumptive pool should exist
there. Where that is determined, those titles will be separated. Where it does not make
sense to do that, the existing licensing arrangement will continue.*%®

Finding 9

The co-existence of different types of water entitlements has not been clearly communicated to
stakeholders.

Recommendation 12

The Department of Water should communicate the co-existence of different types of water
entitlements more clearly to stakeholders.

496 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 25(viii), p5. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_
initiative.rtf. Accessed on 1 November 2007.

49 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p14.
498 ibid., pp14-15.
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5.8 Concerns About Water Trading in Western Australia

As noted above, the separation of water rights from land rights is intended to facilitate water
trading, and that this is seen by some as a benefit accruing from water licensing. For example,
Harvey Water sees the separation of land and water rights as “terrific’.**® According to Harvey
Water, they ‘have been trading water in Harvey for 11 years, since we started. It is commonplace;
farmers do it all the time very easily’.>® For this group of irrigators, trading:

works wonderfully well. About 10 per cent of our water sales each year are temporary
trades. It is the same as needing hay for a dairy farm. If you want more water, you buy
more water from your neighbour. If you want more hay, you go and buy more hay. It is
very simple.®®*

Not surprisingly, the DoW also sees significant benefits to water trading under the water access
entitlements system. The DoW submits that this:

will provide more opportunity for water to be traded and is designed to give irrigators and
businesses alike, greater flexibility in their operations. This is particularly the case for
temporary trades, when for example, if an irrigator were to choose to plant a less water-
intensive crop in one season.

Even now, but more so under the proposed entitlement system, that irrigator will have the
opportunity to temporarily trade that water and earn an income from the asset (the water
entitlement) while he or she is not utilising that asset. Trading in this manner provides
licence (or entitlement) holders the flexibility to manage their business and benefit from
opportunistic trade. It is also worth noting that holding a water access entitlement will
provide the business owner with a financially stronger asset than a licence.>*

Notwithstanding these positive positions, evidence gathered for this Inquiry indicates there is
considerable concern in the community regarding the separation of land rights and water
entitlements, and confusion over precisely what is being mandated with regards to water trading.

(a) Possible Impact on Land Value
503 In

First, it has been suggested that the separation would significantly devalue property assets.
response to this concern the DoW advises that:

499 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p10.
500 ibid.
so1 ibid., p10.

502 Submission No. 43 from Department of Water, 7 February 2008, pp9-10.

508 Submission No. 4 from Salitage Wines Pemberton, 28 November 2007, p2.
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the separation of land and water titles is not expected to detract from the sum value of the
assets and in most instances will lead to an increase in the sum value as the water
entitlement becomes more valuable as a separately tradeable commodity.>®

However, the potential for a reduction of land property value is also a concern expressed by local
government regarding the effect that separating land and water rights would have on the rateability
of property in their areas. WALGA submitted that local governments in this state derive, on
average, more than ‘50% of their operating revenue from property rates, which are based on land
valuations provided by the Valuer General’s Office’.>® Therefore, local governments are
concerned about the possible major impact the separation of titles will have on the land’s property
value and, thus, the land’s rateability. This is particularly so for ‘local governments with irrigated
land within their boundaries,” with the impact being on their ability ‘to raise sufficient revenue in
the short term and on the distribution of the rate burden in the long term’.>®® The Pilbara Regional
Council has also expressed concern regarding the ‘impact of segregating water access entitlements
from land in terms of local government ability to rate properties’.>®’

In relation to this possibility, the DoW advises that:

experiences in the Eastern States from the unbundling of water and land titles have shown
that the net revenue base of the local councils is quite static over time. This is because
while water may be traded from one property (which may experience a minor decrease in
value), under the entitlements system that water is available to be traded to another
property that may not have previously had access to water, which would then lead to an
increase in its value. The net result is therefore expected to be minimal.>®

Finding 10

The impact of water trading on land value appears to be a legitimate concern that must be
addressed particularly in future planning processes.

(b) Impact on Land Management and Local Planning

The Shire of Manjimup also argues that the separation is ‘a serious mistake’,>® and “fraught with

difficulties’, particularly if water rights are ‘bought and sold without regard for the proper

204 Submission No. 43 from Department of Water, 7 February 2008, p10.

20 Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p8.

506 ibid.
07 Submission No. 40 from Pilbara Regional Council, 31 January 2008, p3.

508 Submission No. 43 from Department of Water, 7 February 2008, p10.

509 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,

p4.
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management and use of the land upon which it is collected and stored’.>® This would be
exacerbated if ‘the value of water is seen to be of significantly greater worth off-site than using it
for the proper management of the land itself’.>** The Shire is concerned about ‘the real possibility

of productive land being rendered impotent due to water rights being traded’.>*?

For the Shire of Manjimup, the issue of the possibility of water trading is also related to the issue
of planning in that:

the proposal to allow separation of titles appears to contradict state planning principles
requiring local governments to identify and protect priority agricultural land. Priority
agricultural land is identified as having good soil, a good and adequate water supply and
good topography with access to transport etc. The Shire of Manjimup was one of the first
shires to complete a local planning strategy under the new planning regime. We spent a
lot of time and money identifying priority agricultural land. What is the point of
identifying such land if it can become barren through a lack of water? We think one policy
for the whole state does not make a lot of sense in an area where a dam is not
interconnected.**®

For water trading under the RIWI Act, where licence holders will pay a licence administration fee
rather than a sum calculated for the value of the water taken, clauses 3 and 29, and the conditions
under which each licence is granted provide for safeguards against the desertification of land
through water trading. Under the proposed new water access entitlement system, the Committee
recognises that the possibility of holding an access entitlement without access to the land may
pose a risk of improper management. However, given that:

(1) entitlement holders will require DoW approval to extract and use water;>**

(2) buyers of the entitlement will pay for the water, which reasonably will be a substantial
sum;

(3) the ‘lack of geographical continuance between most of the State’s surface and groundwater
areas’; and

(4) the Trade Practices Act 1974 (Cwilth) dictates against anti-competitive behaviour,
the risk of people speculating in and stockpiling water is greatly reduced.

The Shire of Manjimup is also concerned that because the separation of land and water titles will
require statewide legislation, regulations and policy it will be antithetical to local management. It

>0 Submission No. 17 from Shire of Manjimup, 7 December 2007, p4.

o ibid.

s12 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
p4.

53 ibid.

s14 Submission No. 43 from Department of Water, 7 February 2008, p10.
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is generally unclear as to how this issue would be dealt with under a statutory management plan
for a particular identified consumptive pool because, as the Shire of Manjimup suggests, ‘if there
is a hierarchy of plans and the top plan suggested the separation of titles, it is very unlikely that a

plan lower down in the hierarchy will say something different’.**

However, the DoW advises that:

the management of land will still remain subject to local council guidelines and building
codes, environmental regulations and general land planning rules. This would be the case,
with or without the separation of land and water titles.>™

Furthermore, water trading ‘will be consistent with the Department of Water’s management

planning, which will ensure the sustainability of regions’.>’

(c) Impact on the Resources Sector

The resources sector sees itself as subjected to various market limitations associated with its
location.”™® It also uses water in a different way from primary producers in that it is largely
involved in dewatering, which is the drainage or removal of water from the mine site. The CME
states that ‘use by the mining sector in dewatering operations is a far different use from uses that
consume water’.”® RTIO advises that dewatering activities, particularly in sites where mining is
carried out below the water table, ‘will generate excess water that is location and time specific,
and which is not matched by demand external to RTIO’s mining operations’.*® The isolated
location of their sites also means that participating in water markets and trading would be difficult,
mainly due to the high cost of transporting surplus water to points of demand.®* This restriction
of trade as a function of remote mine locations is acknowledged by the DoW.*? The DoW
suggests that the remote location of mines and operational decisions around water lead to many
mines using ‘dewatering water and hyper-saline water in their internal processes’.*”® RTIO
contends that it is factors such as these that ‘contribute to limitations on the operation of markets
in the inland Pilbara, which may limit the market-driven reforms that constitute the primary thrust
of reforms under the National Water Initiative (NW1)*.>%

315 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,

p4.

Submission No. 43 from Department of Water, 7 February 2008, p10.
o ibid.

>18 Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p2.

319 Submission No. 30 from The Chamber of Minerals & Energy, 14 December 2007, p5.
520
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The CME supports this view. It sees the resources sector as experiencing ‘unique factors’
concerning water use. In addition to the remote location mentioned by RTIO, the CME points to
the poor quality of water used in the sector and the lack of competition for this water. It also notes
that water is accessed at each site for a ‘relatively short duration’ and that this is ‘due to short life-
of-mine’.*® The Chamber suggests that paragraph 34 of the NWI allows for flexibility to
incorporate the special conditions faced by the minerals and petroleum sectors. Indeed, paragraph
34 states that this sector ‘may require specific management arrangements outside the scope of this

Agreement’.>?®

However, the DoW'’s position refers back to the market in that it sees water trading as ‘an
opportunistic market mechanism that will operate from time to time when the demand for and
supply of water is varied in different locations (where transport is possible)’.**’ Given this, it also
states:

if there was a situation where a mine site was deficient of water and wanted to purchase
water from another mine site which had water surplus, then a commercial arrangement for
a temporary or permanent trade could be brokered between the respective mine sites. In
any event, under both the existing licensing system and the proposed entitlements system,
the approval of the Department of Water would still be required for this trade under
regulations governing the use of water and approvals to construct works.>?

The Pilbara Regional Council has quite specific concerns regarding paragraph 34 of the NWI.
This Council argues that mining operations should not be exempt from licensing for dewatering,
‘particularly when non-potable water is discarded as unallocated water at the mine site and these

companies then use Water Corporation potable water as dust suppression at their port sites’.>?°

(d) Access to Markets

The resources sector is not the only one to voice concerns about access to water trading
opportunities. Self-supply water harvesters also advised that water trading was not readily and
practically available in self-supply areas, and felt that this is more suited to co-operatives.”*® On
this point, the Shire of Manjimup argued that ‘water infrastructure in our area is not
interconnected and therefore purported water trading cannot occur as perhaps has been

525 Submission No. 30 from The Chamber of Minerals & Energy, 14 December 2007, p4.

526 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 34, pp6-7. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water
initiative.rtf. Accessed on 1 November 2007.
527

Submission No. 43 from Department of Water, 7 February 2008, p10.
°28 ibid.
529 Submission No. 40 from Pilbara Regional Council, 31 January 2008, p5.

530 Submission No. 7 from Scott River Growers Group, Margaret River Region, Inc., 3 December 2007, ppl-2;

Submission No. 10 from Marron Growers Association of Western Australia, 6 December 2007, p6.
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optimistically envisaged’.>*" Similarly, the Collie Preston Water Action Group suggested that the
separation of land and water titles may make water a valuable commodity for some big irrigators,
but ‘cannot see how the small farmer could do water trading’.>** While the licence will certainly
grant the right to trade water, the water may not be there to trade.>® Alternatively, trading would
not occur in areas with relatively low allocations, and the opportunity for trade would only exist
once an area becomes close to being fully allocated or overallocated.>**

The Committee understands that not all water users will benefit from water trading largely due to
regional geographic constraints. However, water trading remains an option to licence holders and
will be an option for water access entitlement holders. It is important to note that ‘trading is and

always will be an option available to licence holders and has never been mandatory’.>*®

(e) Conclusion

The DoW is also cognisant of the community’s concerns regarding the unbundling of land and
water rights, and advised that under the NWI the determination of a consumptive pool and the
allocation of water access entitlements as a share of that pool is required only “in those areas in
which it makes sense to have those arrangements’.>*® Furthermore, ‘in Western Australia, there
may besgglatively few of those areas compared with a preponderance of this situation in the eastern
states’.

While the Committee understands that there is considerable concern over the impact of the
separation of titles and water trading, there are a number of factors that may serve to allay
people’s concerns:

(1) the flexibility in the NWI with regards to determining the type of water entitlement within
each localised statutory management plan;

(2) the continuance of the existing licence type in appropriate areas, complete with licence
conditions and responsibilities;

(3) further separation of land and water titles will only occur in areas governed by statutory
management plans that require water access entitlements; and

>3 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
p4.

Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p4.
>3 ibid.

534 ibid.

535
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Submission No. 43 from Department of Water, 7 February 2008, p9.

5% Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p14.
>3 ibid.
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(4) the requirement for water access entitlement holders to also have works and site use
approvals.

Provided that appropriate and rigorous processes and entitlement conditions are in place, each
trade should be subjected to scrutiny and a decision made as to whether or not it should be
allowed. While there will be a market in water, this should not be unregulated in as much as the
conditions that apply to a water entitlement, particularly as to its purpose, should not be amended
without due consideration of the water management plan it which it is located.

It is of concern to the Committee that this is not clearly understood by water users.

Finding 11

The further separation of land and water titles will only be possible in areas deemed appropriate
under a statutory water management plan that allocates water via water access entitlements as a
share in a consumptive pool.

Finding 12

Water access entitlement trading should not commence until the appropriate conditions outlined
are in place.

Recommendation 13

That the Department of Water ensures that water access entitlement trading does not commence
until the framework that the National Water Initiative intends is in place.
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CHAPTER 6 DEPARTMENT OF WATER'S LICENCE
ADMINISTRATION COSTS

The second term of reference to this Inquiry directs the Committee to inquire into and report on
the full cost incurred by the Department of Water (DoW) for the administration of the current
water licence system. While establishing the costs incurred by the DoW in administering water
licences is fundamental to the Inquiry, detailed information relating to departmental costs is not
something that members of the general public could easily have accessed in order to respond to
this term of reference. This is evident in the following comments contained in submissions:

We are not in a position to question departmental costs.>*®

Insufficient information is provided as to the costs incurred by the Department of Water for
the current water licence system, therefore, no comment is offered.>*

CME [Chamber of Minerals and Energy] is not in a position to comment on the cost of
administering the current water licence system.>*

The information made available does not make it possible to comment on the cost incurred
by the Department of Water for administration of the current water licence system and how
this might relate to any proposed future system. It would appear, however, that a large
proportion is required for assessments.>*

Submissions such as that from Rio Tinto Iron Ore (RTIO) simply state ‘no comment’ to terms of
reference 3, 4 and 5. Similarly, the Ord Irrigation Co-operative Ltd (OIC) states that ‘it’s not

possible for the OIC to provide the detail required in these points [2, 3 and 4]’.>*

Therefore, in this chapter the Committee necessarily draws largely upon information provided by
the DoW both in submission and in response to questions at hearing. Issues concerning the actual
water licence administration fees and the extent to which they meet National Water Initiative
(NWI) full cost recovery requirements are discussed in Chapter 7 and it is in that chapter that
stakeholders’ views are explicated in detail.

It is important to note that while the original schedule of fees has been subject to revision, this
does not impact upon the costs incurred, and therefore recoverable, by the DoW for licence
administration. Again, the issue of the fees themselves is discussed more fully in Chapter 7.

6.1 Costs Associated with Water Licence Administration

A Blueprint for Water Reform in Western Australia (Blueprint) notes the costs associated with
water licence administration total $5,827,397 for 2005-2006.>** This figure is confirmed by the

538 Submission No. 10 from Marron Growers Association of Western Australia, 6 December 2007, p4.

539 Submission No. 12 from City of Perth, 6 December 2007, p2.

540 Submission No. 30 from Chamber of Minerals & Energy Western Australia, 14 December 2007, p2.

4 Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p5.

542 Submission No. 24 from Ord Irrigation Cooperative Ltd, 12 December 2007, p2.
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DoW in its evidence to the Committee.®® Table 6.1 which follows provides the breakdown of
costs for 2005-2006 as contained in the Blueprint. These activities or functions relate to the
administration of the licensing regime provided for under Part 11l of the Rights in Water and
Irrigation Act 1914, that is, sections 5C, 26D, 11, 17 and 21A.>*

Table 6.1: Costs Associated with Water Licensing for 2005-2006*

Activity Cost

Licensing, receipting and assessment of licences and permits $4,145,918

Compliance, survey and enforcement actions under the Rights in Water and Irrigation $812,875

Act 1914

State Administrative Tribunal; appeals against decisions $237,965

Community Input (Water Resource Management Committees); education in relation to $243,653

water resources

Licensing Support; data base administration and training $386,986
Total $5,827,397

According to the DoW, this figure was determined through ‘a detailed analysis of the
Department’s projects and budgets’ and does not include costs ‘associated with water resource
management’.>*’ This was reiterated at hearing with the DoW stating that:

to recover the full cost, there was an analysis done of the activities that were identified as
administration activities carried out in the licensing process. It does not include
measuring, monitoring, planning or groundwater investigations. None of those things are
included in those costs.>*

The Committee was advised that costs for 2006-2007 and 2007-2008 are not available.>*°
According to the DoW:

543 Water Reform Implementation Committee, A Blueprint for Water Reform in Western Australia. Final Advice
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Submission No. 43 from Department of Water, 7 February 2008, p1.
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Transcript of Evidence, 24 January 2008, pp11-13.
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Licensing, Department of Water, Transcript of Evidence, 24 January 2008, p6.
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those figures were not available at the time we made this submission purely because it
required a financial analysis of budgets, and projects within the organisation had changed
since the original work was done in 2005-06 because of the changes in the department and
changes in the way in which the project management system had been operating.**

The DoW advises that since the time the costs had been calculated for the Blueprint:

changes to the way the Department manages its budgets and projects, whereby activities
are rolled up under a single project, does not effectively allow for costs to be attributed to
the discreet activities in administering licences. Therefore the detailed analysis, similar to
that undertaken for 2005-06 cannot be replicated for 2006-07 onwards.>*

The changes to the DoW’s management and mapping of budgets, programmes and projects are a
function of the establishment of the department itself. Previous calculations (as per Table 6.1
above) that show the cost of each discrete aspect or element of licensing administration (licensing,
appeals etc) were determined prior to the establishment of the DoW, that is, when these activities
were performed by the Department of Environment.>*

Nevertheless, as the following tables show, the DoW has provided information for 2006-2007 and
2007-2008 concerning the relevant projects and associated licence administration costs, including
regional administration costs and estimates of corporate overheads. The DoW advises that the
core licence administration activities that were:

identified in the initial analysis that contributed to the calculations of costings for the
licence fee classes in the schedule of fees, are now rolled up under a single cost centres
(sic) for the regions and branches for the licensing function.*?

According to the DoW, the ‘business areas undertaking the administration of water licences are
each assigned one cost centre for budget management,” and the department has reassured the
Committee that ‘the activities undertaken within the water licensing business and assigned to these
projects are the same as those identified in previous costing estimates used in the original

calculations used in the Blueprint for Water Reform’.>**

550 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January

2008, p5.

51 Submission No. 43 from Department of Water, 7 February 2008, p1.

552 Submission No. 45 from Department of Water, 15 February 2008, p1.

553 ibid., pp1-2.
54 ibid., p2.
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Table 6.2: Projects and Costs of Administering Water Licences for 2006-2007°°

Programme Actual Non Govt i?j?rl\?:: Total
91% 22%

C1001 Pilbara Licensing and Compliance $216,212 $196,753 $43,286 $240,038.56
C1002 South Coast Licensing and Compliance $109,833 $99,948 $21,989 $121,936.60
C1004 Licensing and Compliance Swan Avon $1,252,676 | $1,139,935 $250,786 $1,390,720.90
C1005 Kwinana Peel Licensing and Compliance $366,751 $333,743 $73,424 $407,166.96
C1006 Licensing and Compliance Goldfields $61,304 $55,787 $12,273 $68,059.70
C1007 Mid West Licensing and Compliance $615,928 $560,494 $123,309 $683,803.27
C1008 South West Licensing and Compliance $1,029,129 $936,507 $206,032 $1,142,539.02
C1009 Kimberley Licensing and Compliance $137,644 $125,256 $27,556 $152,812.37
C1301 Water Licensing and Support $403,387 $367,082 $0 $367,082.17
C1302 Management Water Corporation $259,982 $236,584 $0 $236,583.62
Total $4,452,846 | $4,052,090 $758,653 $4,810,743.16

Pro rata Corporate Costs @ 30% $1,443,222.95

Grand Total $6,253,966.10

Note: Totals may not add due to rounding.

In relation to government agency fees, the Auditor General’s Third Public Sector Performance
Report 2004 states that:

fees should reasonably reflect the cost of providing services unless there is some
overriding economic or social policy objective. If the fee significantly exceeds cost then it
may amount to a tax, and as such, the agency may lack the necessary legal authority. For
this reason, agencies need to have reasonably accurate estimates of the cost of their
services.™®

In relation to their budget calculations for the water licensing programme, the DoW states that it
‘is confident’ that they ‘represent the current budget assigned to the licensing programme for the
implementation of these core administrative activities, and is consistent with the costs identified
through the original calculations undertaken to provide an understanding of the workload per

licence class’.>™’ Furthermore, the DoW has complied with the annual certification process

555 ibid., Attachment Table 1.

556 Auditor General for Western Australia, Third Public Sector Performance Report 2004, Government of

Western Australia, Perth, September 2004, p11.

7 Submission No. 45 from Department of Water, 15 February 2008, p2.
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required by the Department of Treasury and Finance (DTF) as part of its compliance
procedures.™®

Table 6.3: Projects and Costs of Administering Water Licences for 2007-2008°°

Programme Actual Non Govt i?j?rlﬁr? Total
91% 22%

C1001 Pilbara Licensing and Compliance $245,703 $223,590 $49,190 $272,779
C1002 South Coast Licensing and Compliance $150,204 $136,686 $30,071 $166,756
C1004 Swan Avon Licensing and Compliance $1,354,073 | $1,232,206 $271,085 $1,503,292
C1005 Kwinana Peel Licensing and Compliance $436,441 $397,161 $87,375 $484,537
C1006 Goldfields Licensing and Compliance $61,000 $55,510 $12,212 $67,722
C1007 Mid West Licensing and Compliance $630,926 $574,143 $126,311 $700,454
C1008 South West Licensing and Compliance $1,176,517 | $1,070,630 $235,539 $1,306,169
C1009 Kimberley Licensing and Compliance $209,960 $191,064 $42,034 $233,098
C1301 Water Licensing and Support $469,216 $191,293 $0 $191,293
C1302 Water Corporation Licensing $299,282 $102,698 $0 $102,698
Total $5,033,322 | $4,174,981 $853,818 $5,028,799

Pro rata Corporate Costs @ 30% $1,508,640

Grand Total $6,537,438

Note: Totals may not add due to rounding.

Nevertheless, and in view of the Auditor General’s statement concerning fees, if the fee-generated
revenue is significantly less than the DoW’s licence administration costs it will fail to meet its full
cost recovery obligations under the NWI. Therefore, the Committee is concerned that the
scheduled fees have been calculated based on 2005-2006 data and may not accurately reflect the
department’s current costs. Similarly, given the amendments to the original schedule of fees, it
would seem even more likely that the DoW can no longer be attaining full cost recovery as
required under the NWI. This issue is returned to in Chapter 7.

6.2 Activities Associated with Water Licence Administration

In discussing the process by which they had determined what activities constituted licence
administration, the DoW ‘had economists involved” and ‘took legal advice about what constituted
an administrative activity’.>®® It was on the basis of this legal advice that ‘the activities of
licensing/assessment, compliance and enforcement, State Administrative Tribunal [SAT],

558 ibid, p2. The issue of compliance with DTF requirements is discussed further in Chapter 6.

559 ibid, Attachment Table 2.

560 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January

2008, p11; Submission No. 45 from Department of Water, 15 February 2008, p2.
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community input and licensing support as they relate to Part 1l of the Rights in Water and
Irrigation Act were defined directly related to the administration of water licences’.>®** According
to the DoW, their analysis “of activities that were identified as administration activities carried out
in the licensing process’* revealed:

those things that are related to assessment of a licence and application. That includes
amendments, transfers, trades, bed and banks approvals and construction of wells, as well
as the licence to take. Those activities were identified.>®

The following outlines the activities that the DoW advises comprise each of these functions:
Licensing:

Refers to all receipting and assessment of applications for licences or permits. In
undertaking the assessment the RIWI Act requires DoW to have regard to certain matters
when assessing an application.®®*

Assessment generally includes:
o assessment of applications for a new, amendment or renewal of a water licence;

e the regular assessment of the impacts from the authorised use of a licence, in
particular on other users and the water resource to ensure that the water is being
equitably shared. This assessment often follows compliance and audit inspections;
and

e irregular assessment of activities and water use in response to concerns or
complaints.”®

Compliance and enforcement:

There are costs associated with surveys and enforcement actions directly associated with
water licences. These can be breaches of the terms and conditions of the licence. The very
fact that compliance activities are undertaken necessarily generates the need to undertake
enforcement. Both compliance and enforcement are necessary in order to maintain
integrity of the licensing scheme. Accordingly there is no logical basis to distinguish
between compliance and enforcement.*®®

The compliance activity is intended:
to make sure that licensees conform to the conditions of their licences. Sometimes, on an

annual basis, licensees provide monitoring data. There are assessments done on licensing
conditions. There are also surveys undertaken regularly throughout the state in various

561 Submission No. 45 from Department of Water, 15 February 2008, p2.

362 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January

2008, p6.
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364 Submission No. 43 from Department of Water, 7 February 2008, p3.

365 Submission No. 43 from Department of Water, 7 February 2008, p4. See also: Ms Elizabeth Western,

Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January 2008, p6.

266 Submission No. 43 from Department of Water, 7 February 2008, p3.
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areas, sometimes in priority areas. If, for example, a particular resource is approaching
full allocation, surveys are carried out to make sure that licensees are complying with the
amount they are licensed to take and that they are meeting the conditions of their licenses.
They happen regularly throughout the state.>®’

State Administrative Tribunal (SAT):

The right to seek a SAT review is found in Part Ill of the RIWI Act and therefore the
defence of appeals is part of the administration of licences. These appeals are mostly
related to assessment and issue/refusal of licences. A SAT review represented part of the
decision making framework established under Part Il of the RIWI Act. Accordingly
expenses incurred in participating in such proceedings will represent expenses incurred in
the administration of the scheme.*®®

The Dow advised that they had *sought legal advice as to whether this [SAT] actually constituted
an administration activity, and we were advised that it was those activities that contribute to a
decision under part 3 of the act - a decision relating to the instrument’.>®

Community Input:

The cost (sic) incurred relate to Advisory Committees established under the Water and
Rivers Commission Act 1995 and relate to expenses incurred in having Advisory
Committees assist the Commission in the performance of its function under Part 111 of the
RIWI Act.>™

Licensing Support:

Licensing support includes costs for database maintenance and enhancements, including
data validation and cleansing, delivery of training to regional licensing officers and
providing supporting expertise for regional licensing staff.>"*

Evidence to the Committee shows that there is considerable concern in relation to the functions
and activities included in the full cost calculations provided by the DoW. As these concerns also
relate to the issue of full cost recovery under the NWI, the Committee’s discussion on these is
contained in Chapter 7.

The DoW’s submissions note that ‘the cost of implementation and ongoing administration of the
licence administration fee has not been quantified and therefore is not included in the above
estimates’.>’> The Committee considers it reasonable that the cost of implementing a new system
would not be included in costings relating to an annual fee, but is concerned that the ongoing
administration had not been included. In response to questions put to the DoW relating to the non-
inclusion of ongoing administration costs, the DoW advised that “one part of implementing the new

%7 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January

2008, pé.
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licence fees will be to work through some of those costs involved in that total reform package’.>”

However, in a supplementary submission, they reiterated that ‘it was not appropriate to include the
one off cost for the establishment of new systems and processes’.>”* In addition to this, the DoW
advises:

once all systems are fully operational it would be appropriate that the on going cost of
managing collection of the annual fee be include (sic) in any full cost recovery. This cost is
not yet quantifiable.””

This indicates that the full cost able to be attributed to the department’s licence administration
costs will increase and, consequently, under full cost recovery principles, so will the licence fees
unless a political decision is made to further reduce the amount of costs recovered, that is, to
reduce the proportion of “full cost’ recovery. This also is returned to in Chapter 7.

6.3 Involvement of the Economic Regulation Authority

The Committee’s attempts to undertake a basic comparison of DoW costing data for consecutive
years has revealed a problem arising when business functions are moved from one department to
another or when new departments or agencies are created. The inability of the DoW to replicate
calculations performed when activities were part of those performed by the Department of the
Environment highlights a lack of uniformity across government.

The original schedule of fees was developed for the Blueprint by the then Department of the
Environment. Due to changes in the way that the new DoW manages its budgets it is not able to
replicate the breakdown of information previously provided. In correspondence with the
Committee in relation to the issue of departmental costs, the DoW stated the corporate services
area and executive managers:

are of the opinion that it would be in the best interests of the Department and the Inquiry to
have an independent investigation or audit to contribute to the ToR investigations relating
to the full cost incurred by the Department of Water for administration of the current water
licence system.*’

The DoW advised that the Economic Regulation Authority (ERA) was not involved in the
calculation of the department’s costs relating to water licence administration, stating that ‘it is
appropriate to conduct that review after we have applied the fees’.>’” According to the DoW:

the ERA has been involved in discussions around the best approach for the review process
and it has stated a preference that a review process would be more appropriate. ... it is a

578 Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
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review process that the ERA undertakes rather than it being involved in the establishment
phase of fees.*’®

In undertaking its charter, the ERA ‘is independent of direction or control by the State or any
Minister or officer of the State’.>’® Nevertheless, sections 28(2) and 28(3) of the Economic
Regulation Authority Act 2003, provide for the relevant Minister to direct the ERA ‘on
administration and financial administration matters’.>®® The relevant Minister at present is the
Treasurer, the Hon. Eric Ripper BA DipEd MLA. It is the DoW’s understanding that the ERA
will act upon direction by the Treasurer ‘so long as it is within the confines of its responsibility.
Ultimately, it is a government policy decision as to at which point the ERA would be involved in a
process such as this ... it all depends on the terms of reference that are issued to the ERA’.%%

In light of the DoW’s wish for an independent audit or investigation, the Committee believes it
would be beneficial for the ERA to be directed to undertake a review of the DoW’s costs as soon
as possible rather than wait until the planned 2 year review of fees.

Finding 13

An independent review of the Department of Water costs associated with water licence
administration should be undertaken as a matter of urgency.

Recommendation 14

That the Treasurer directs the Economic Regulation Authority to review the Department of
Water’s costs as a priority.

CHAPTER 7 COMPLIANCE WITH COST RECOVERY
REQUIREMENTS OF THE NATIONAL WATER
INITIATIVE

This chapter explores the extent to which the water licence administration fees meet the cost
recovery requirements placed upon Western Australia with respect to services delivered to water
users. Because the concept of full cost recovery underpins the determination of the water
licensing administration fees, this chapter also contains a discussion of the main issues raised in
evidence concerning the foundation of full cost recovery.

578 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January
2008, p24.

579 Economic Regulation Authority, ‘About ERA - Responsible Minister’, nd. Available at: http://www.era.wa.
gov.au/2/549/1/responsible_min.pm. Accessed on 13 February 2008.
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7.1 Full Cost Recovery and the National Water Initiative

As demonstrated in Chapter 3, by signing the National Water Initiative (NWI), Western Australia
has also agreed to implement a water resource management regime based on the principles of
user-pays and full cost recovery. Paragraph 64 of the NWI sets out the best practice water pricing
outcomes to be achieved. With particular regard to cost recovery, paragraph 64 (iv) states that
water pricing and institutional arrangements are to:

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

In addition to this, arrangements should ‘avoid perverse or unintended pricing outcomes’.”®® As
part of the process of achieving best practice water pricing and institutional arrangements,
paragraph 65 determines that in relation to water storage and delivery pricing, jurisdictions should
use consumption based pricing, full cost recovery and pricing policy consistency across sectors
and jurisdictions.®  Paragraph 67 relates specifically to cost recovery for planning and
management, and states that jurisdictions under the agreement should “bring into effect consistent
approaches to pricing and attributing costs of water planning and management’.*® This is to
involve:

the identification of all costs associated with water planning and management, including
the costs of underpinning water markets such as the provision of registers, accounting and
measurement frameworks and performance monitoring and benchmarking.>®

This makes it clear that water licensing fees should not include ‘activities undertaken for the
Government’ such as the provision of Ministerial or Parliamentary services.”® The NWI also

requires charges to be ‘linked as closely as possible to the costs of activities or products’.>®

The Department of Water (DoW) acknowledges that the NWI ‘outline[s] a commitment to
develop these national principles and frameworks for broader cost recovery’ and advises that the
DoW is acting on the user-pays element of this in relation to water licence administration.®

However, the NWI does not go beyond these general principles and directions. It does not
specifically define what full cost recovery frameworks the jurisdictions should implement. It is
silent on the more detailed aspects of precisely how the total costs of water planning and
management are to be carried by water users. This macro level approach is confirmed in the 2007

82 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 64 v), pl13. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_
initiative.rtf. Accessed on 1 November 2007.
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Water Planning and Management Stocktake Report prepared by the NWI Steering Group on
Water Charges, which states that:

a central tenet of these [NWI] reforms is to achieve consistency in water pricing policies
across states and territories and sectors for water storage and delivery, and to achieve
consistency in approaches to pricing, and attributing costs of water planning and
management.>®

It is important to note that it is consistency in approach, rather than consistency in charges per se
that is to be achieved. Following the determination of the costs associated with water licence
administration, the next step jurisdictions should take is to ‘apportion these costs between water
users and the government’.> This is generally achieved through the application of ‘a pre-
determined formula or cost apportionment principle’®®® such as an impactor pays or user pays
approach. The stocktake report also acknowledges the flexibility afforded each jurisdiction,
noting that ‘the arrangements for identifying and apportioning these costs vary considerably’

across states and territories.>®®

In addition to these requirements, the NWI, through paragraph 68, also places certain reporting
obligations on signatories, with annual water planning and management reporting to include:

i) the total cost of water planning and management

ii) the proportion of the total cost of water planning and management attributed to water
access entitlement holders and the basis upon which this proportion is determined.>*

The 2007 stocktake accepts that there are ‘a number of gaps’ in the report due to a lack of
information from certain jurisdictions, and draws particular attention to the fact that ‘only limited
information was available from Western Australia’.>®®> The DoW advised that this lack of
information relating to Western Australia is due to the fact that:

Western Australia, like all other jurisdictions in Australia, is awaiting guidance from the
Commonwealth Government on the detailed reporting requirements of Paragraph 68 of
the NWI. Consequently, no such reporting has been undertaken.**®

The Committee is not wholly convinced by this argument. All other signatories to the NWI are in
the same position and have been able to undertake some reporting, even if incomplete. Given that
the DoW has stated that ‘the obligation on the State to introduce licence administration fees
originates from the 1994 Council Of Australian Governments Water Reform Agreement (and later

5% NWI Steering Group on Water Charges, Water Planning and Management Stocktake: Cost Recovery for

Water Planning and Management in Australia, February 2007, National Water Commission, Canberra, p4.
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reaffirmed through the NW1)*>*" and that water licence administration fees have been part of DoW
plans for some considerable time, the Committee believes that the DoW should have been in a
position to provide more information to the NWI Steering Group on Water Charges.

The DoW sees the stocktake report as a useful document in that it highlights the ‘lack of progress
made by Western Australia’ in the recovery of water planning and management costs in relation to
other jurisdictions.®® However, the DoW also states that the reason that ‘information not
available’ appears against the stocktake questions concerning the cost recovery status of Western
Australia is that the stocktake report was prepared in February 2007, which is prior to the
introduction of fees.>® The Committee accepts this position, particularly as the State Water Plan
2007 and Western Australia’s Implementation Plan for the National Water Initiative were
published after the stocktake report.

Given the above, together with the information provided by the DoW (and subject to the finding
of Chapter 6), it is possible for the Committee to simply conclude that the water licence
administration fees do meet the cost recovery requirements placed upon Western Australia under
the NWI. However, given the complexity of the issues involved and the level of stakeholder
concern surrounding the fees, as evidenced in submissions and hearings, this would be a rather
simplistic and inadequate response. Therefore, before reaching any conclusions in relation to this
term of reference, the Committee has looked further to the spirit and intent of the NWI to help it
better address the issues raised throughout the Inquiry.

To this end, the balance of this chapter discusses the concepts of user-pays and full cost recovery
in relation to the development of the schedule of fees gazetted on 28 December 2007.

7.2 Support for Full Cost Recovery

There was an overall recognition that costs would be incurred in a licensing system, and general
support for fees and full cost recovery was evident across a broad spectrum of submissions
including local governments, industry associations and water co-operatives.

Mr Jeff Camkin advised the Committee that he:

has always held the view that a licence fee is an important first step and that it starts the
process of licensed water users contributing to the meeting of costs. That is a really
important first step. It does not matter so much what the quantum is; the important point is
that they are contributing.®®

Landowners in the Manjimup and Pemberton areas, while opposing the proposed fees, argue that
‘the fee should have a rational basis and be fairly applied to all water users throughout WA”.®*
Similarly, the Shire of Manjimup ‘accept[s] that there should be a licensing regime and that we
should pay something. Our barney is: how much and how should it be calculated’.®®* The

597 ibid., pé.
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Western Australian Fruit Growers’ Association also do not oppose the principle of licence
administration fees, having stated that they *‘are not saying there should be no fees or no charges
and to go away; we want it to be run properly’.%®

Gascoyne Water Co-Operative Ltd submits that it ‘generally supports the charging of licence
administration fees as it recognises that costs are incurred by the licensing authority’.®®* Such
costs should be reasonable and ‘recoverable from the holder of the licence (user pays)’.*® The
cooperative states:

charges for licensing, while supported by the major irrigation cooperatives of WA, must
reflect a fair and reasonable fee for the cost recovery of administration, without becoming
a cash cow for top heavy bureaucracy.®®®

Furthermore, “any extraction of the State’s water resources should be licensed and an appropriate
licence fee should be charged to recover the cost of administration’.®®” The co-operative also
advises that:

we have to face the fact that the days of publicly funded services to all are gone and a user
pays system has become the way of the future for almost all services provided by
government and government owned service suppliers.®®

The City of Perth states that ‘there is a strong argument that cost recovery for services to water
users by the Department of Water should occur’,°® but does not articulate any details of that
argument. It further recognises that ‘taking water from streams or rivers which have downstream
user dependence needs to be adequately managed. Recovery of the management costs is
reasonable’.**°

The Alliance advises that:

self supply water users support a reasonable water licence fee and licence application fee,
recognising the administrative cost in assessing applications and maintaining a licensing
database. However Government has an obligation to ensure this administrative cost is
justified and kept to a minimum, and has equity in application to all water users and costs
with other licensing administration systems.”™*

For Irrigation Australia - WA Region:
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full cost recovery for services sends transparent price and value signals to customers and
the broader community ... [and] represents a strong driver for improving efficiency in
service delivery.®*?

Furthermore, without the ‘clear market signals’ sent by full cost recovery, and the concomitant
increase in the value of water as a commodity, ‘people are more likely to use that commodity

unwisely or excessively or to make poor business decisions about what to use it to grow’.%*®

As well as this in principle support for full cost recovery, Irrigation Australia - WA Region,
provides a different and interesting perspective on this issue. It argues that ‘less than full cost
recovery means that non-customers will be subsidizing a service that they may not benefit
from”.%™* It also suggests that ‘any penalties or costs applied to WA by the Commonwealth for not
meeting minimum NWI requirements would represent an additional subsidization by non-
customers for the services in question’.®*> Furthermore, in relation to consideration for self-
funded water infrastructure, Irrigation Australia states that ‘any financial consideration of “water
harvesting” costs leading to a reduction in cost recovery would amount to subsidization of a
business operation’.?™® Therefore, to avoid cross-subsidisations, Irrigation Australia argues that
the state government must implement a cost recovery framework that meets the state’s NWI

obligations.®’

7.3 Cost Recovery and Licence Administration Fees

As shown in Chapter 6 the government’s intention to introduce water licence administration fees
has been clear since its response to the Blueprint. At that time, and as shown in Chapter 6, based
on 2005-06 data, the costs the DoW associated with licence administration activities totalled
$5,827,397. The original schedule of fees was intended to recover the whole cost of licence
administration.®®

(@) Less-Than-Full Cost Recovery

Since the original schedule of fees was developed for the Blueprint, and ‘as part of the
implementation process leading up to the introduction of licence fees,” the Minister for Water
Resources ‘made adjustments to the way the fee was applied to those with domestic licences and
surface water storage’.**® Furthermore, as the DoW advises, these adjustments led to ‘an expected
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1620

shortfall of cost recovered revenue to the Department,” with the reduction in income estimated

at $540,000.5% At that time:

the fee structures were not adjusted, and there was no cross subsidisation imposed, as the
Department was directed to cover the shortfalls within existing CF budget or to approach
DTF for additional funding as part of the annual budgetary process.®?

Following the disallowance of the schedule of fees gazetted in June 2007, a further schedule of
fees was gazetted in December 2007. As noted in Chapter 5, on 22 November 2007 an
announcement was made in the Legislative Council concerning a revised schedule as negotiated
between Greens MLC, Paul Llewellyn, and the Minister for Water Resources and gazetted in
December 2007.°% Tables 5.1, 5.2 and 5.3 in Chapter 5 map the changes in fee schedules from
those originally planned through to those currently being implemented.

These negotiations and the resultant schedule of fees mean that the DoW, under the December
2007 schedule, ‘will raise $3.05 million and therefore only partially recover the total cost in
administering the water licensing regime’.%* As the following correspondence from Department
of Treasury and Finance (DTF) shows, this represents a significant reduction to the DoW’s cost
recovery efforts:

In its submission of 22 January 2007, the Department of Water advised that it estimated
that the annual administration fee for licenses issued under Section 5C of the Rights in
Water and Irrigation Act 1914 would represent 100% cost recovery (i.e. recover 100% of
costs of the service) in 2007/08.

In its submission of 24 December 2007, the Department of Water advised that it estimated
that the annual administration fee for licenses issued under Section 5C of the RIWI act
would represent 47% cost recovery in 2008/09.%%

The difference between the DoW’s costs and revenue associated with water licence administration
will now be met by consolidated revenue, that is, the balance of the costs will be paid by the
general taxpayer. The DoW stated that “the Minister for Water has given an undertaking that the
Governggéant of Western Australia will address this shortfall in funding to the Department of
Water’.

Finding 14

The most recent change to the fee structure means that the Department of Water is operating at
partial rather than full cost recovery.
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Finding 15

Partial cost recovery does not appear to put Western Australia in breach of the National Water
Initiative.

(b) Calculation of Licence Fees

Once the DoW had determined the total cost of administering water licences to be $5.8
million it then developed a scale of licence classes. While the December version of fees is based
on a system of eight licence classes, originally there were seven classes and it was this class scale
that was developed and used to apportion the DoW'’s costs. The DoW advises that the fee per
class was determined by calculating the “amount of work hours required for the volume of water
licenced (sic), the portion of the budget spent in that category and the licence support required”.%’
Added to this were costs related to comgliance and enforcement, community input and appeals,
which were averaged across all classes.®?

Table 7.1 below shows a description of assessment requirements and the estimate of hours needed
for the administration of each of the seven licence classes. Table 7.2 shows the DoW’s 2005-2006
budget calculations for each licence class.

Table 7.1: Description of Licence Class and Hours Required®®

Entitlement class (KL) Description Hours/
licence
0-5,000 Fast track assessments - small domestic, non-commercial
activities, hobby farms.
Includes all 26D licences (new, renew, and amended) and 7

all 5C licences for allocations less than 5,000 kL per
annum (new, renew, amended, transfers, trades and

agreements).

5000-50,000 Some fast track assessments for 5C licences - generally 11
commercial, large scale domestic.

50,000-100,000 Moderate assessment requirements for 5C licences, no 20
fast track assessments.

100,000-500,000 Moderate assessment requirements for 5C licences, 40
compulsory advertising and review of submissions

500,000-1,000,000 Full assessment required for 5C licences, metering 60
conditions, reporting requirements.

1,000,000-5,000,000 Full assessment required for 5C licences, operating 80
strategies, hydrogeology reporting, metering.

>5,000,000 Full assessment required for 5C licences, operating 100+

strategies, hydrogeology report, metering, DowW
modelling and hydrology work.
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The DoW advises that these classes are those that ‘best represented the amount of effort required
to administer licences with similar water entitlements’.%*® This grouping of licences into seven
classes was achieved through ‘consultation with the regions responsible for administering

licences’ %%

Table 7.2: Budget Calculations (2005-2006) for Each Licence Class®®

Category Licences | Hours | Total Break | Amount of Average

in force per hours per | down budget cost per
licence | category required ($) | annum
1: 0-5,000 5,279 7 36,953 19% $1,098,644.43 | $ 208.12
2:5,001-50,000 5,752 11 63,272 32% $1,881,130.90 | $ 327.04
3:50,001-100,000 1,114 20 22,280 11% $ 662,403.54 | $ 594.62
4:100,001-500,000 898 40 35,920 18% $1,067,932.45 | $1,189.23
5:500,001-1,000,000 179 60 10,740 5% $ 319,309.42 | $1,783.85
6: 1,000,001-5,000,000 253 80 20,240 10% $ 601,752.58 | $2,378.47
7:>5,000,000 66 100 6,600 3% $ 196,223.67 | $2,973.09
Total 13,541 196,005 100% $5,827,397.00

It is important to understand the way in which the fee per licence was calculated. The
Committee’s understanding is that the DoW first determined its total cost incurred in the
administration of water licences (that is, $5.8 million). Next it calculated the number of hours
required to administer a licence of a particular size (or category as per the schedule). Then it was
able to multiply the number of licences in a particular category by the number of hours per licence
in that class to obtain the total number of hours required for that class of licence at that particular
time. From this it was able to determine the proportion of costs attributable to each licence class.
For example, category one administration consumes 19% of the total, and this is spread over the
5279 licences in that class. This figure was then divided by the number of licences in that class to
determine the per licence cost.

To work through one example, a class two licence takes 11 hours per licence to administer. There
are 5,752 class two licences, which would take 63,272 hours of administration. This total number
of hours represents 32% of the total number of hours to administer all 13541 licences. Thirty two
percent of the total $5.8 million is $1,881,131, which represents the total DoW cost to administer
all class two licences. This cost is then divided by the number of licences in class two, which is
5752, to arrive at the $327.04 average cost per annum for a class two licence.

This was confirmed by the DoW when asked to explain the method used to apportion costs across
licences. The DoW explained that:

The estimates obtained in table 6 on the hours of activity by the department per licence are
transferred across to the licences in force at the time, which number 13 541. That
proportion of the licences in that class are then apportioned across the total amount,
which we know to be the amount that this activity cost the department - that is, $5.8
million. That allowed us to arrive at the figures in the last column of an average cost per
annum to that class of licence. The calculation was predicated on some assumptions about
the total amount of effort by licence class that is required for a certain type of licence, and
that was extrapolated against the total number of licences that exist in each of those

630 Submission No. 43 from Department of Water, 7 February 2008, p5.

631 ibid.
632 Submission No. 29 from Department of Water, 21 December 2007, p16.

-119 -



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 7

classes. That portion was then apportioned across the total cost to the department of $5.8
million, which allowed us to come out with those licence fees.®*

In this way, ‘the full cost of that licence class was sought to be recovered from licence holders
under an “impactor pays” approach of cost recovery for administration of water licences’.?* As
the above shows, the costs of water licence administration, including applicable corporate
overheads, are averaged across the class of licence to determine the full cost per class. This cost is
then averaged over the class to determine the fee per licence. The DoW advises that ‘averaging
the cost over all licences in a particular class is an approach that is consistent in the way in which
most fees are levied’.®®* Furthermore, the DoW suggests that averaging is ‘the most cost effective
method’ used in both government and private enterprise, and that ‘it is unrealistic to identify costs
associated with an individual’.?®® The DoW cites examples of motor vehicle registration and
electricity and water tariffs, stating that these fees for such services are the same for each unit
(particular make of vehicle or home) regardless of the site (garage or suburb).®®’

Finding 16

While the Department of Water’s approach to the calculation of water licence administration
fees appears logical it has not been subjected to rigorous independent analysis nor adequately
communicated to those most affected.

Recommendation 15

The formula for calculating the licence fee be examined by the Economic Regulation Authority.

The information provided at Table 7.2 above has led some submitters to calculate an hourly rate of
$29.73 for water licence administration. While this is a valid calculation to make, it must be used
with caution as it represents an average across all classes and the application of this to calculations
relating to specific licences for specific volumes may yield misleading results. Section 7.6(b) of
this chapter returns to the issue of calculations.

(c) Compliance with Government Costing and Pricing Guidelines

The Auditor General’s Third Public Sector Performance Report 2004 report states that
government agencies should:

prepare their own internal costing and pricing policies [...]
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ensure their fees are appropriately set and reasonably relate to the cost of providing the
good or service®® [and]

have internal costing and pricing policies to ensure that their fee setting practices comply
with management strategies and are consistent with, and supplement, Government
policy.®*

At hearing, the Committee sought further information from the DoW on the content of their
internal costing and pricing policies, and the ways in which the department ensured it met with the
Auditor General’s requirements of ensuring consistency with government policy. In its written
response, the DoW advises that:

the Department's internal costing and pricing policies are consistent with the
Government’s guidelines on “Costing and Pricing Government Services”, which
recommend the achievement of full cost recovery where it is possible and takes account
and maintains existing Government Policy.

The Government Response to the Final Report of the Irrigation Review Steering Committee
agreed that it is appropriate to recover the costs associated with the administration of
water licensing.®*

The Government Response to the Final Report of the Irrigation Review Steering Committee®*

certainly does state that the recovery of costs associated with licensing and compliance should be
the first step toward recovery of water resource management charges. However, this statement
alone does not satisfy the Auditor General’s or DTF requirements. Government agencies are
provided with the DTF guidelines, Costing and Pricing Government Services, Guidelines for Use
by Agencies in the Western Australian Public Sector.**> These guidelines ‘are intended to help
agencies to better understand their costs and the factors that have the greatest influence on those
costs (i.e. the cost drivers)’.*** The guidelines are designed particularly to assist in:

o determining the full cost of services provided by public sector agencies to assist
with resource allocation decisions and when seeking reimbursement from other
government agencies; and

e setting appropriate prices for services that are to be sold.®**

The guidelines provide for a range of methods or models that agencies are able to adopt in
calculating costs and prices, such as activity based (including usage or benefit approaches) or pro
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rata models. The guidelines also recognise that ‘no single costing methodology can be applied
universally’®® and that ‘services of government agencies can range from those that are relatively
easy to define and measure (such as registration of land titles, student places, police patrols, etc) to
others that are of a more abstract nature (e.g. policy advice, administration of regulations, etc)’.%%
Given this, the guidelines do not prescribe the particular method or model that agencies should
adopt in calculating their costs or fees. The DoW advised that the water licence administration
fees “‘were developed using a ground up approach whereby the individual costs are identified and
collated in order to develop a cost base from which to recover from licensees’.**” Furthermore,
the DoW has confirmed that:

the licence administration fee model is consistent with these guidelines, and DTF has been
involved in informal discussions and more formal budget negotiations around the
implementation of the fees since 2006. DTF also contributed to the Government Response
to the Blueprint.®*®

According to the DoW, through the determination of the activities involved in licence
administration and the total budget requirements for these activities within their relevant budget
cost centre, the DoW ‘designed a simplistic user based fee structure (based on ranges of licence

classes) to recover those costs’.®*°

As part of the budgetary process, government agencies annually submit to the DTF for review
information in relation to their fees (including current, changes to current and new fees), revenue
and cost recovery information.®® The DoW advises that, as part of its annual review process it is
‘required to provide a review to their Minister through a completed certificate indicating that a
review had been completed’.®® The DoW has confirmed that ‘it has complied with the
Government certification requirements for tariffs, fees and charges for 2006-07, 2007-08 and
2008-09,”%°% and that it ‘did submit to the Department of Treasury and Finance a proposal

outlining the new fee including the proposed extent of cost recovery’.®**

Prior to receiving this information from DoW, the Committee received confirmation from DTF
that DoW had provided this information, stating:
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The then Water and Rivers Commission submitted Ministerially certified reviews of fees
and charges to the DTF on 22 January 2007 for the 2007/08 budget process and on 24
December 2007 for the 2008/09 budget process. These certified reviews were submitted
according to DTF guidelines and timeframes. The 22 January 2007 submission reflected
the water licence administration fee structure gazetted in July 2007 and subsequently
disallowed. The 22 December 2007 submission reflected the fee structure gazetted in
December 2007. Both submissions certified that the methodology for costing of licence
administration services and setting of fees was materially accurate. Details of the
percentage of cost recovery implied by each of the fee structures were also provided.

In addition to this formal requirement, the Water and Rivers Commission (now
Department of Water) has kept the DTF fully involved and informed in the process of
introducing and amending water license administration fees.®*

Some submissions to, and witnesses appearing before, the Committee suggest that the licensing
fees have been introduced to make up a shortfall in the DoW’s budget. For example, the Collie
Preston Water Action Group understands that:

the fee is used to replace the $5.8 million Mr Kobelke took away from the department; to
run the licensing system. Essentially, what | gather from the press is that the budget of the
Department of Water was cut and the licence fees are supposed to replace that money ...
the way that it is introduced and structured is just an easy way for the bureaucracy to get
this $5.8 million back.®®

However, the above demonstrates that rather than the DoW being advised by the DTF that the
DoW budget would be reduced by $5.8 and it then trying to claw back that revenue from licence
holders, the DoW, via the above procedure, advised DTF of an estimated $5.8 million water
licence administration cost recovery. Subsequent to the DoW making this estimate, its ‘global

budget was reduced accordingly, so that the licence fees would recover those costs’.®*®

7.4 Transparency of Fee Calculations

Pricing transparency is a key element of the NWI.**" According to Mr Jeff Camkin transparency
is important and advised that licensing can ‘be used as a way of increasing the level of
transparency of services provided, and provide mechanisms by which licensed users can become
part of the negotiations and processes involved in setting licence fees’.®®® Drawing on his
knowledge of various models for fee structures throughout the world, Mr Camkin advised that ‘it
comes down to transparency and working your way through these things. There will never be a

perfect answer’.®°
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Gascoyne Water Co-Operative Ltd supports the user pays principle on condition that the ‘costs
used to determine the fees are actually and transparently attributable to the cost of administering
the licenses (sic)’.%®® According to the Chamber of Minerals and Energy (CME), ‘it is incumbent
upon the DoW to ensure that the fee setting is transparent and according to clear pricing
policies’.®®® The CME is concerned that where ‘industry is paying for regulation, there is the
potential for “gold plating” to occur and a lack of transparency in both fee setting and
expenditure’.®®® Rio Tinto Iron Ore also supports transparency in fee setting, stating:

in introducing a system of fees that is to be hypothecated to the water resource
management services provided, it is essential that the agency responsible for both the fee
setting and the expenditure on service delivery is transparent and accountable.®®®

However, the Shire of Manjimup stated that ‘what is now being provided and the value of it are
somewhat unclear. We are talking about a certain level of fees now, but the bigger picture is also
of concern’.®® The WA Farmers Federation agreed with the contention that there was a lack of
relevant data in relation to how the fees are set. One of the points this organisation made was that:

there has been a lack of transparency on how the initial fee structure had come about and
obviously, over time and pressure that we applied through our lobbying we found 71
percent of the annual licence administration fee was actually in the assessing of new
licences.®®

The Manjimup and Pemberton Landowners assert that there is ‘inadequate disclosure of fee
pricing policy,” a “lack of transparency in the structure of the water licence administration fee” and
‘confused and confusing explanation by Government’ regarding the pricing policy for the fee.®®
This group argues that there is a ‘lack of performance indicators for services to be cost recovered,’
that is, for licensing, compliance, State Administrative Tribunal (SAT), community input and
licensing support.®®’ It suggests that:

it is reasonable that water licence holder customers have the opportunity to evaluate the
efficacy of services they are required to pay for, and in this regard appropriate
performance indicators for the services are essential.®®®

Similarly, the Scott River Growers Group notes a lack of performance indicators and argues that
without such performance indicators the inclusion of compliance, SAT and community input costs
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is not justified.®®® This group argues that ‘the supporting regulations for the new scheduled fees
for water licensing and administration have been rushed and are not transparent and have not been
treated to the rigor of due process’.®”

7.5 Foundation for Cost Recovery

In light of the above concerns in relation to transparency of calculations, the Committee requested
supplementary information from the DoW concerning the calculation of fees and their relationship
to full cost recovery. As noted in Chapter 6, the DoW has determined that particular functions or
activities constitute water licence administration costs. The following extract from hearing
evidence provides a useful reminder at this stage, and is therefore quoted at length:

To recover the full cost [of administration fees], there was an analysis done of the
activities that were identified as administration activities carried out in the licensing
process. It does not include measuring, monitoring, planning or groundwater
investigations. None of those things are included in those costs. It is purely to do with
those activities that are identified as carrying out the requirements under part 3 of the act,
under which licensing decisions are made. It is those things that are related to assessment
of a licence and application. That includes amendments, transfers, trades, bed and banks
approvals and construction of wells, as well as the licence to take. Those activities were
identified. They included the licensing assessment activity; the receipting and assessing of
an application within the system and assessing it against those licences that might have
already been a particular resource, to make sure that there will not be any impacts on
other users. It is the compliance activity, to make sure that licensees conform to the
conditions of their licences. Sometimes, on an annual basis, licensees provide monitoring
data. There are assessments done on licensing conditions. There are also surveys
undertaken regularly throughout the state in various areas, sometimes in priority areas. If,
for example, a particular resource is approaching full allocation, surveys are carried out
to make sure that licensees are complying with the amount they are licensed to take and
that they are meeting the conditions of their licenses. They happen regularly throughout
the state. There are activities related to the State Administrative Tribunal. .... It was also
the advisory input into the [committees assisting the Waters and Rivers Commission].®"

Evidence presented to the Committee shows that people have different ideas as to what should be
included in full cost recovery, that is, as to whether the fee should include the cost of the appeals
process, data base management, community education and the like. There are also differences of
opinion as to which type of water extraction should be included in cost recovery, and a call for
regional and/or catchment flexibility.

Irrigation Australia - WA Region suggested that ‘it is very important that the actual elements of
what we are charging are quite separate and discrete, are well defined and are not entangled in any
way’.%? For this group there are three separate components of, or aspects to, licensing:

669 Submission No. 7 from Scott River Growers Group Margaret River Region Inc., 3 December 2007, p2.
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e a registering process, including the support structure for registration and verification of
applications;

e avolumetric aspect; and
: H 673
e alonger-term water management process of monitoring water use.

As noted, the Conservation Council of Western Australia Inc. supports a licensing regime. It
argues that “full environmental cost recovery must be applied for any withdrawal of water from
the environment’.®’* The Council argues that the application of the Precautionary Principle is of
signal importance to the state’s sustainability and advises that accounting for water extraction
from all sources must include ‘water management administration costs which must embody full
environmental cost recovery’.®”

Gascoyne Water Co-Operative Ltd states that the fee should be based on ‘the cost of administering
the licences;” such fees should not supplement water resource management charges.”’® The
Manjimup and Pemberton Landowners suggest that:

farmers were prepared to pay rational and fair water licence fees based on a clear
distinction between the cost of an application and assessment for a new dam or bore, and
the subsequent cost to administer a licensing database over the 10 year duration of the
licence.®”

The group argues that the fees provided for in the regulations ‘inappropriately transfer the bulk of
this cost to pre-existing licence holders, inflating the “annual” licence fee’.°”® The Alliance also
has a position on what should be included in the fees:

Self supply water users support a reasonable water licence fee and licence application fee,
recognising the administrative cost in assessing applications and in maintaining a
licensing database. °"°

According to the Alliance, this cost should be ‘justified and kept to a minimum, and ha|ve] equity

in application to all water users and costs with other licensing administration systems’.%

The position adopted by Irrigation Australia - WA Region is that fee calculations should only
incorporate administration related costs:

e License Administration Fees should cover the cost of administrating licensing and
not other activities;

o3 ibid.
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e Water Resource Management Fees should cover the cost of managing water
resources and not other activities.®®

Irrigation Australia also suggests that the cost of implementing NWI policy and reporting
requirerrggeznts relate to ‘common good benefits’ and as such should not be fully borne by licence
holders.

The two most contentious inclusions in the list of elements incorporated into licence
administration costs are assessment and appeals.

(@) Assessment

According to the Western Australian Fruit Growers’ Association, including the cost of
assessments is not appropriate as this cost is related to water resource management.?®® The Shire
of Manjimup advised that while “how the fee will be recouped’ had been made clear, ‘what they
[DoW] have not done is analyse what the fee is for. They have grouped “assessment” and
“monitoring” into the one bucket and divided it among the users’.®®* Citing information received
from the DoW, the Shire advised that 70% of the administration fee is for assessment of licences,
with the remaining 30% being for ongoing administration cost recovery.®® The Western
Australian Farmers Federation has similar concerns about the ‘rolling [of] the cost of assessing a
licence into the annual fee’, particularly when there is no annual assessment for each licence.®®
The Federation’s understanding is that the cost of metering and monitoring is not included in the
assessment fee. Rather, ‘that is actually in the annual administration fee’.®®” According to the
Federation:

the current rationale is that the Department of Water is charging a flat $200 application
fee. That application fee is basically nothing more than a desk audit which checks that
Mr Bob Kucera owns land and wants to draw water, and what he is going to grow. The
actual cost of assessing the application to see whether or not they will grant you a licence
is when they go out and look at your property, assess all the surrounding landholders, and
there might be some advertising in there as well. The actual physical assessment of the
licence, which constitutes 71 per cent of the administration fee, is currently rolled into the
annual fee.®®

For the Shire of Manjimup, this ‘lumping together’ of assessment and administration and applying
them across all licence holders ‘is inequitable because effectively what this is doing is charging
small users, who are effectively subsidising the costs of processing applications for large licence
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facilities”.®® Similarly, the Farmers Federation argued that ‘in effect, what is happening is that the
assessment cost of the new licence is loaded onto the 10 000 existing licence holders. Effectively,
the existing licence holders are cross-subsidising the new licence applicants’.*® The Shire of
Manjimup suggested that the DoW separate assessment from ongoing administration so that small
farmers would not pay for assessment of applications for very large volumes of water.*" Again,
the Farmers Federation has a similar position, suggesting that after the DoW has carried out the
initial assessment and knows how much water is being used, and for what purpose, what remains
is the running of a database. However, it does concede that ‘there might be some compliance
issues in there as well, maybe, depending on how often Department of Water officers have to

come out and check you are not taking more water from your bore than you should be’.**

(b) Appeals

The inclusion of the cost of the defence of appeals is a particularly controversial inclusion in the
licence administration cost calculations. The Scott River Growers Group argues that the cost of
the appeals process should not be included in licence administration fees.®®® This sentiment is
echoed by a landowner in the Nannup area who submits that:

money collected from water users should not fund the Department of Waters (sic) costs
when fighting appeals by water users against decisions made by that department. If the
water users payed for the departments (sic) appeals process it would not be following good
governance principals as there would not be a financial imperative for the department to
make good decisions.®*

This is also the position of the Western Australian Fruit Growers’ Association regarding the
inclusion of appeals in the licence administration fee. The group argued that the cost of appeals
against government decisions should not be applied to a licensee not involved in the appeal: ‘If
the department makes a wrong decision and someone appeals it, | should not be funding the
department’s appeal cost’.®®®

The DoW advised that they:
sought legal advice as to whether this actually constituted an administration activity, and

we were advised that it was those activities that contribute to a decision under part 3 of the
act - a decision relating to the instrument.®®
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The Committee notes that this is an unusual course of action for a government agency as in most
cases, the person appealing pays his or her costs and the agency defending pays its costs, or vice
versa. However, when appeals are included in the calculations determining the average cost of
administering the licensing system, the majority of licensees, who are never part of the appeals
process, are actually paying a proportion of the costs for those licensees who are involved in
appeals.

In response to Committee questions concerning the inclusion of appeals in the licensing costs, the
DoW confirmed that these appeals ‘costs are spread across the licensing program’.®®’ In the
DoW'’s view, in paying a licence administration fee, a licensee is paying ‘a proportion of the costs
of administering a licensing system, rather than administering a particular licence. It is the
average cost of administering the licensing system’.®®

The DoW also advised that:

the State Administrative Tribunal costs are less than five per cent of the total licence fee
administration costs, so they are a small component. Given that we are not looking at full
cost recovery with new licences, although they are part of the original submission, there is
certasgrgly an argument that some of those costs are no longer covered by the new licence
fees.

However, while the Committee notes, first, that the total costs of appeals is a relatively small
component in the total administration costs and, second, that the revenue generated through the
schedule of fees gazetted in December 2007 falls well below full cost recovery, it is the inclusion
of appeals in the overall calculations that remains the issue. The Committee believes that this is a
cost that should be borne by government.

Recommendation 16

The cost of appeals should not be included in the calculation of the licence administration fee.

7.6 Cross-Subsidisation

A number of submissions suggest that one sector of the community is cross-subsidising another,
although there are variations as to the recipients and payers of the subsidy. Some of the cross-
subsidies mentioned include large water allocations by self-supply farmers; city by country users;
and those with access to trade in water by those without such access. The following discussion
address those potential cross-subsidies not addressed elsewhere in the report.

The Shire of Manjimup expressed concern that water users in proclaimed areas were, in effect,
subsidising users in non-proclaimed areas. The Shire argued that because ‘people in our area have
been charged a fee whereas others have not, you automatically have an anticompetitive
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environment, and the cost of production for a tonne of grapes in one area will be cheaper than in
another’.”® The WA Farmers Federation suggested that the inclusion of assessment costs in the
overall license administration fees results in the existing licence holders subsidising new licence
applicants.”

By far the greatest concern regarding possible cross-subsidisation was expressed in relation to the
perceived subsidisation of large water users by smaller water users. This issue is considered in
detail below.

(@) Cross-Subsidisation of Large Users by Small Users?

These types of concerns were generally expressed by, or on behalf of, the smaller users, the self-
supply licensees, about the licences of larger users, which are mostly the irrigation cooperatives,
but can also be mining operations or public bodies. Irrigation cooperatives are those such as
Harvey Water, the Ord Irrigation Cooperative and the Gascoyne Irrigation Cooperative. These
organisations are comprised of individual irrigators as members.

The Manjimup and Pemberton Landowners is one of those who strongly present this cross-subsidy
argument. Basing its fee calculations on a dollar per megalitre basis, the group submit that there is
a ‘subsidisation of large water allocation licence fees by “self-supply” farmers, a cross subsidy it
considers ‘grossly unfair’.”® It points towards this cross subsidy based on the amount of

administrative effort required for larger licence holders, citing that:

it appears the 12,548 water licence holders in Classes 1 to 5 paying greater than the
average fee of $2.27 a megalitre are cross subsidising the 320 licence holders in Classes 6
and 7 paying substantially less than $2.27 a megalitre in licence fees.””

This group also argues that one element of a cross-subsidy of large users by self-supply farmers is
based on the assertion that a water licence is a valuable right to a tradeable asset. It states that the
commercial value of the water is not reflected in the licence fees and because self-supply farmers
do not have access to the water market, they subsidise those who do.”®*

Similarly the Shire of Manjimup felt that because approximately 70% of the DoW’s costs were
attributed to assessment of licences, which was included in the calculation of the fee schedule,
small users ‘were effectively subsidising the costs of processing applications for large licence
facilities’.”®

In discussing water supplied by irrigation schemes supported by government infrastructure, Mr
Newbold from Manjimup advises that he:
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understand[s] that the cost recovery referred to is limited to the cost of licensing but it is
unfair that the sector with the highest investment and lowest affordability should be paying
most while the sector with the highest govt investment pays least.’®

Similarly, the Scott River Growers Group states that:

private water user (sic) are treated very differently to public water suppliers in that co-ops
and public water suppliers have fees for bulk water, which can be shared amongst the
users. Private water suppliers must pay the single fee themselves. E.g. cost of water is
$101 a meg at Scott River and $6meg at Harvey.””’

It is certainly true that cooperatives pay DoW licence fees according to their allocation on the
DoW scale of fees and that these fees are shared amongst the individual water users or members
within the cooperative. However, it must be remembered that these DoW fees are based only on
the services provided by the DoW to the cooperative as a licence holder. Furthermore,
cooperative members pay fees that include much more than just the licence fee paid by the
cooperative to the DoW for the bulk water licence. Added to this are the other costs associated
with functions performed by the cooperative on behalf of individual members, which include the
licensing, compliance and data collection functions performed directly by the DoW for self-supply
users. As previously documented, the DoW bases these costs on 5 categories or deliverables
which are listed as those items to be recovered under Recommendation 42 of the Blueprint:

e assessment of applications and licence renewals;
e checking compliance with licence conditions;
e licence support, including database administration;
e management of appeals; and
: 708
e community awareness.

In addition to the DoW’s licensing service activities, irrigation cooperatives and other large users
must also perform such functions, in a sense acting as a substitute body for the DoW. The cost of
performing these internal functions is levied back onto the irrigator members. So, in the same way
that the cooperatives pay the DoW direct for providing the licensing services, the individual
members of cooperatives also pay for the additional internal functions performed via the
cooperative.

The South West Development Commission recognises the additional work done by larger users,
stating that:

it should be understood that larger licensees (e.g. mining, potable suppliers and
cooperatives) are required, under their licence, to provide back to the State extensive
monitoring, metering and measurement data that is not demanded from smaller users.
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Responsibility for undertaking such detailed work in aquifers and catchments where
smaller licensees operate remains with DOW.®

The Western Australian Farmers Federation also acknowledged the work carried out by
cooperatives in meeting the terms and conditions of their licences, stating:

once a licence has been granted, effectively, the Department of Water will have a
requirement that, obviously, the licence complies with its conditions. Therefore, in the
case of the irrigation cooperatives ... instead of the Department of Water checking
compliance on their licence conditions, if you like, they actually do that role themselves.
That is a significant cost to them and it is something that is easy to forget. It is easy to say,
“Okay, well, the big water co-ops are only paying a few cents a megalitre” but you also
need to recognise that they have significant costs; they have staff running around
measuring, checking on meters and things like that as well. Therefore, that needs to be
recognised in any kind of fee structure as well.”*°

In discussing the debate around the equity of charges applied to ‘individual small scale abstractors
compared with irrigation co-operatives with much larger allocation that represent multiple
growers,” the Ord Irrigation Cooperative states that, as a cooperative, it performs a ‘significant
component of the regulatory role that would otherwise be the role of the DoW and the Department

of Environment and Conservation (DEC) if the growers within the co-operative had individual

licences”.”*

Using Harvey Water as an example, in addition to the licence administration work performed by
the DoW, this cooperative performs the following licensing and compliance tasks:

e Applications and licence renewal for one or more collective licences on behalf of all
irrigators (renewals every 5 years);

e Extensive annual reporting and supply of any information requested by the DoW,

e Management of environmental flows and the bearing of any costs associated with changes
to this flow;

e Economic Regulation Authority (ERA) compliance functions and reporting requirements;

e Data collection from individual irrigators, which otherwise would be collected by the
DoW;

e Management of transfers, trades and agreements to take water;
e Various studies and surveys necessary for water resource management;

e Contribution to wiser research and nationally recognised external programs.”*?

709 Submission No. 22 from South West Development Commission, 10 December 2007, p2.

0 Mr Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008,

pll.

n Submission No. 24 from Ord Irrigation Cooperative, 12 December 2007, p1.

nz Submission No. 41 from Harvey Water, 16 January 2008, pp5-6.

-132 -



ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 7

Another function performed by the DoW for smaller licensees is licensing support, which includes
the maintenance of a licensing database and provision of staff training.”*®> Whereas self-supply
users must inform the DoW when water ownership details change:

cooperative irrigators must inform the Cooperatives who administer ownership database
records. Cooperatives are legally responsible to ensure the validity of these records.
Cooperatives are now required to ensure that the water entitlement database they mange
conforms with all NWI requirements to enable the WA State Government, to, in turn,
conform with its NWI obligations...Failure to comply would see the Cooperatives’ bulk
water licence role reviewed and could be revoked.”*

In addition to this, the function of dispute resolution is also largely borne by the cooperatives
themselves. While individual irrigators within a cooperative can appeal to the Water Ombudsman
for resolution of a dispute just as the smaller individual users do, this is very rare, and has not
occurred within the Harvey Water cooperative over 11 years of operation.”*> Disputes are
generally resolved within the group and collectively paid for by members, thus performing an
important function of alleviating the increasing burden on the SAT. The cost of raising awareness
is also borne by the cooperatives, with the cooperative disseminating information amongst
members, keeping members updated on current issues, and liaising with external stakeholders.”*°

In their submission Harvey Water estimates that the costs to carry out these administration
functions for 770 irrigators is $300,000 per year, this being a conservative estimate and dependent
upon DoW requirements from year to year and any additional ‘one off costs’ that can also arise.”*’
Crudely calculated, this amounts to an annual cost of around $389 for each individual user within
the cooperative. This would appear not to include the $9,000 for the three DoW licenses.

As the DoW pointed out, should individuals in the Manjimup catchment area, for example, form a
cooperative under three or four licenses similar to Harvey Water, they would:

potentially have a much lower licence fee from the Department of Water. However, they
would face internal cooperative costs that may in fact lead to them paying more as
individual farmers than they do now. The cooperative may lead to a higher cost per
farmer than if they had individual licences.”®

Irrigation Awustralia advised that discussions with cooperatives who are members of their
organisation have revealed that:

often some of the agriculture people do not really appreciate the co-ops’ obligations and
responsibilities. It is an outsourced management role from DOW. It is doing work for the
state, but those costs are not transparent enough for the others outside the co-ops to
realise that there is greater equity between what a member of a cooperative is paying as an

s ibid., p7.

[ ibid., p7.

s ibid., p8.

716 ibid., pp8-9.

n ibid., p10.

s l\/;r2 John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
p22.
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irrigator versus someone who is outside that cooperative. That lack of transparency may
have caused some unnecessary friction.”*®

The detailed information received from Harvey Water clearly demonstrates that bulk water
licensees carry significant internal administration costs that are not borne by self-supply water
users. Given this, and the problematic nature of fee per megalitre calculations, it is clear that there
is no cross-subsidisation of large licence holders by smaller, self-supply licensees.

(b) Volumetric Calculations

Much of the argument concerning the cross-subsidisation of large water users by small users is
based on dollar per kilolitre or gigalitre calculations using Table 7.2 data as provided by the DoW
as evidence of its total licence administration costs. This type of volumetric calculation is made
possible only by accepting the fee as a volumetric charge and then averaging the total revenue of
the DoW for an area across the licence holders in that area. Thus the Manjimup and Pemberton
Landowners argue that $137,350 in licence fees will be paid by farmers in that area for 40 GL of
water, while Harvey Water will pay $18,000 for 153GL and the Ord Irrigation Cooperative will
pay $6,000 for 335GL."*° However, according to a table provided to the group by the DoW, there
are 384 licences in the Manjimup and Pemberton region, one of whom will pay $2,500. Harvey
Water has three licences to obtain water and the Ord River Cooperative has one. Harvey Water
confirms that it has three licences for 153 GL, but that it has recently traded 17GL, so is now
licensed to take 136GL."* The Manjimup and Pemberton Landowners also makes comparisons
between Alcoa’s licence for a 2.5GL allocation at a cost of $2,500 or $1 per ML with a fruit
grower in Manjimup with a 217ML allocation paying $700 or $3.22 per ML."*

At this point it is useful to repeat the principles used to develop the fee structure:

e Full cost recovery for administration of licences (licence fee rather than a broader
water resource management charge)

e Classes were defined by the average level of work for each class, estimated number of
hours required, in assessing and maintaining a licence/permit.

e The portion of budget assigned to an entitlement class is calculated by:
a.“No of licences per class x hours of work = total hours of work per category;’
b.“Total hours of work per category / total hours of work = percentage; and’

c.‘Total cost to recover per category = % of total work of category x total
budget.”’®

This resulted in the calculations shown at Table 7.2. It is this table that has led to the type of
comparative calculations shown above. However, the DoW and the Minister for Water Resources

e Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,

15 January 2008, p4.

720 Submission No. 36 from Manjimup and Pemberton Landowners, 7 January 2008, p7.

2 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p2.

fe2 Submission No. 36 from Manjimup and Pemberton Landowners, 7 January 2008, p8.

723 Submission No. 45 from Department of Water, 14 February 2008, p3.
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argue that the fees are not volumetric, but fee for service based on the amount of work required to
administer licences and that this varies with the size of the allocation.”®* The DoW advises that:

at no time was the fee intended to be a volumetric charge (ie the amount of water used).
The rationale was that the fee would be only for the services or activities relating to the
administration of licences.’®

The kilolitre-per-year class schedule:

purely relates as an indicator of the level of work required. So it is a surrogate for, sort of,
the amount of work required. A larger licence like the cooperative will take more work
than would a 1 500-kilolitre licence in Manjimup or wherever. So it is just an indication of
the level of effort required, and it is unfortunate if it has given the impression of being
volumetric, but is not intended. It is intended to be an indicator of effort.”?®

Furthermore, the DoW argues that while ‘a volumetric-based fee was suggested to the Minister by
interest groups as an alternative to the original fee structure,” legal advice determined that such
volumetric charges would not be legally possible and that the fee for service for the administration
of licences ‘was the only cost recovery mechanism available’.”’

According to Irrigation Australia - WA Region, this scale of fees based on kilolitre increments has
‘confused the issue’.””® While Irrigation Australia argued that ‘the cost needs to bear some
proportionality to the volume,” it also suggested that:

the mention of volume has probably given some people the impression that it is a
volumetric charge, whereas | suspect that that is not really what it is about; it is about the
cost of verifying a large amount of infrastructure.”®

The Committee concurs with this view. It is indeed unfortunate that the fee schedule has used
increments of kilolitre entitlements as its fee scale as this had led to cents/ML, cents/KL, cents/GL
licence calculations that have muddied the waters. There is a general lack of understanding that
the fees are administration fees only, not a charge for a licence to take and store or use a particular
amount of water. It is calculations such as the above that lead to claims that small users are
subsidising large users such as cooperatives and mining companies.

However, as Table 7.4 shows, the situation is more complex than simple volumetric calculations
can reveal. For example, comparing revenue per region with the costs per region reveals a wide
range of percentages of cost recovery, from 25.24% to 68.17%. These calculations reveal that the
proportion of costs recovered for the Mid West, South West and South Coast regions is below that
of the 48.82% of total costs recovered. Therefore, it could be argued that licencees in the North
West, Swan Avon, and Kwinana Peel are subsidising those in other regions. As recommendation

24 Hon John Kobelke, Minister for Water Resources, Western Australia, Legislative Assembly, Parliamentary

Debates (Hansard), 13 June 2007, p3045.
Submission No. 45 from Department of Water, 14 February 2008, pp3-4.

725

726 Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,

p22.

2 Submission No. 45 from Department of Water, 14 February 2008, p3.

728 Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,

15 January 2008, p3.
2 ibid.
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15 states, this issue needs examination by the ERA. In particular, the use of a volumetric scale of
licence administration fees needs to be examined as it appears that this, more than anything else,
has created considerable confusion and misconception.
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Table 7.3 has been provided by the DoW and shows the revenue by licence class and region. This
table has been used to generate the data shown in Table 7.4.

Table 7.4: Costs and Revenue by Region 2006-2007

Costs North Mid West | Swan? Kwinana South South Total
West* Peel West Coast

Eroosggg?mme 392,851 683,803 | 1458781 | 407,167 | 1,142,539 | 121,937 | 4,207,078

Licensing 34,278 59,664 127,284 35,527 99,690 10,639 367,082

and Support

Management

Water 23,398 48,096 72,795 16,899 54,596 20,799 236,583

Corporation

Sub-total 450,527 791563 | 1,658,860 | 459,593 | 1,296,825 | 153,375 | 4,810,743

30%

Corporate 135,158 237,469 497,658 137,878 389,047 46,013 1,443,223

Costs

Total Cost 585,685 | 1,029,032 | 2,156,518 | 597,471 | 1685872 | 199,388 | 6,253,966

Revenue 304,950 259,750 | 1,470,150 | 320,900 644,950 52,650 | 3,053,350

Cost Not 280,735 769,282 686,368 276,571 | 1,040,922 | 146,738 | 3,200,616

Recovered

0,

%o Cost 52.06 25.24 68.17 53.71 38.26 26.41 48.82

Recovered

No. of

‘ 619 704 4683 1493 1683 194 9376

Licences

Revenue per | 495 64 368.96 313.93 214.93 383.21 271.39 325.65

Licence

Cost per 946.18 1461.69 460.5 400.18 1001.71 1027.77 667.02

Licence

Cost Per

Licence Not |  453.52 1092.73 146.56 185.24 618.49 756.38 341.36

Recovered

% per

¥ 52.06 25.24 68.17 53.71 38.26 26.41 48.82

Icence

'Pilbara and Kimberly Programmes “Swan Avon and Goldfields Programmes >As per Table 7.3

Note (a): Licensing and Support is apportioned according to % applied by DoW; Management Water Corporation is
apportioned according to the number of Water Corporation licences in the region as per Table 7.3.

Note (b): Totals may not add due to rounding.

7.7 Timing of Introduction of Fees

While there is general acceptance of the concept of full cost recovery, many submissions hold that
the introduction of fees was premature, that fees should not be charged until the legislation review
is finalised, and the regional and statutory management plans are in place. For example, the
Western Australian Fruit Growers’ Association suggested that:
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once we have the state plan and the south west plan and we move them into the catchment
plans, the department should decide whether to charge a fee to management water.”*

The plans should be in place before charges happen. To me it is not good management,
and the Department of Water has demonstrated that it does not have the capacity to
manage this well.”

Irrigation Australia - WA Division suggested that while people were ‘more than happy to be put
on a register’, the introduction of licensing was “a bridge too far at this stage”.”*?

The Shire of Manjimup agreed, stating:

of greatest concern is the uncertainty about where this may end. There is likely to also be
additional fees for metering and management planning.

people from our area are concerned that they are being levied with fees now, yet there is
uncertainty about how regional water management will pan out. My earlier comment was
that some basic principles are being set today that will be very difficult to override down
the track.”

The Manjimup and Pemberton Landowners argue that:

the government should not have initiated changes on water licensing until the framework
Water Resources Management Bill was enacted and Government should not have
introduced annual water licence administration fees without publishing a cost benefit
analysis to justify the fees and projected additional fees and charges related to licensing.”*

Furthermore, they argue that the analysis should be published prior to fees being introduced.”®

In discussing what they see as a lack of consultation in the development of the state’s
implementation plan for the NWI, the Farmers Federation of Western Australia used the
introduction of the fees as an example, arguing that the introduction of the licence administration

fees on 1 July 2007 was not an imperative of the NWI, but a DoW deadline.

736

730

731

732

733

734

735

736

Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
January 2008, p6.

Ms Diane Fry, Farmer, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8 January
2008, p16.

Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,
15 January 2008, p4.

Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
pp4-5.

Submission No. 36 from Manjimup and Pemberton Landowners, 7 January 2008, p10.

ibid.

Mr Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008,
p3.
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The DoW advised that while the NWI ‘is certainly a lot more specific about the expectations it has
about governments across Australia to undertake a form of cost recovery,” the concept of cost
recovery is contained in the earlier 1994 COAG agreement.”*’ It is certainly not a new concept to
Western Australia. The DoW’s assessment was:

that water licence administration fees, even though we are some years off from having a
consumptive pool setting, are still a reasonable undertaking for a government to make,
consistent with the requirement that water users should pay a portion of the costs
associated with the management of the resource.’*®

The DoW justified the introduction of the fees under the NWI in the following way:

specifically, it is in the way that all states and territories respond to the water initiative
that gives us confidence that we are acting in accordance with the NWI requirements by
virtue of our water administration fees. By that | mean that upon signing the National
Water Initiative the first act of any jurisdiction, by agreement, is to develop an
implementation plan as to how that state is going to apply the National Water Initiative
principles and objectives in that jurisdiction. In the case of the Western Australian
implementation plan, the government made it quite clear that it intended to introduce
water licence administration fees consistent with the principles of cost recovery for water
resources management planning. That has, of course, been confirmed by the funding
conditions that | have already alluded to that the National Water Commission has placed
on the Department of Water to progress cost recovery in this state. By virtue of all those
directions, our assessment is that we are complying with the intention of the National
Water Initiative.®

By introducing licensing fees, the DoW is certainly complying with the intent of the NWI.
However, the timing of the introduction of cost recovery under the NWI appears to be reasonably
flexible as the cost recovery and user pays references in the NWI do not include any date specific
timeframe.”® The July 2007 date for beginning the implementation of water administration fees is
indeed a DoW deadline.”** The DoW has identified licence administration fees and the July 2007
commencement as a ‘possible “first-step”” towards meeting the obligations imposed under the
NWI and earlier COAG agreements.’*?

s Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p16.

78 ibid.

789 ibid., p24.

70 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p13. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water _initiative.rtf.
Accessed on 1 November 2007.

“ Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, pp56-57.

2 Submission No. 43 from Department of Water, 7 February 2008, p7.
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The only concrete deadline given in the NWI document itself is that, by the end of 2006, there be
consistency in approach in regards to water pricing and attributing costs of water planning and
management across the states and territories (discussed earlier in this chapter).”*® This deadline
appears to have been met, although with some ‘gaps’ identified in the stocktake of information
compiled by the National Water Commission (NWC) at the end of 2006.”** However, this kind of
analysis and provision of information could have been progressed without immediate introduction
of a water administration licensing regime.

As discussed further in Chapter 8, there is a deadline imposed on the state for cost recovery in the
Water Smart funding deeds. This states, as one of the general funding conditions across all four
funding deeds, that Western Australia must:

commence implementing cost recovery charging for water planning and management by
December 2008, with further charging elements to be in place by July 2009.”*

The kind of cost recovery considered here is broader than just the licence administration fees, and
the DoW again argued that the adoption of these licence administration fees was ‘in itself
commencement of cost recovery’.”*® However, even with the December 2008 deadline for
commencement of cost recovery, it is the view of the Committee that at this stage it is appropriate
to charge a small licence administration fee that registers licensed users. Under Water Smart and
NWI intentions there is sufficient time to complete the legislative review and develop the structure
of regional and statutory water plans before the introduction of the full cost recovery through
water resource management fees. There needs to be a very clear delineation between water

licence administration fees and water resource management fees.

Professor Jorg Imberger has reservations about the speed at which the implementation of the
reforms prescribed under the NWI, including the cost recovery aspects, are progressing in Western
Australia. He claimed that more investigation needs to be done before signing off on a particular
model, which could possibly be 10 years away. He points out that once something is in place or
promised it is difficult to change.”*’

In a similar vein, the WA Farmers Federation was concerned about ‘bringing in the full cost
recovery for water administration fees when there are positives like local water management - so

743 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p14 and 26. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

a4 National Water Commission, Executive Summary: Water Storage and Delivery Charges and Water Planning

and Management Costs in the Rural and Urban Water Sectors in Australia, February 2007, p2. Available at:
http://www.nwec.gov.au/nwi/docs/ExecutivSummary_Feb21.pdf. Accessed on 19 February 2008.

[ad Submission No. 29 from Department of Water, 21 December 2007, Addendum A, p33; Addendum 29B, p37;
Addendum 29C, p35; Addendum 29D, p35.

Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p25.

Professor Jorg Imberger, Director, Centre for Water Research, Transcript of Evidence, 20 December 2007,
pp5-8.

746

747
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longer-term licence security is still some years down the track’.’*® This organisation suggested
that ‘the sequence of implementation has been very poor and has been very unfair and,
unfortunately, that is seen by water users, certainly self-supply water users, as a betrayal of
goodwill”.” Professor Imberger confirmed this sense of betrayal, claiming that there is a lot of
‘bad will” in the south west due to the perceived change of direction in water management policy,
stating:

the thing about the farmers, as with any family, is if you suddenly change the rules, people
really have a problem. If, on the other hand, you say to them, “We’re going to measure it
for a while. Then we’re going to solicit your input, get in the terms of reference, and then
we’re going to teach you about what’s going to happen to climate”, you will not find any
resistance from farmers.”

The WA Farmers Federation also attacked the process of implementation, particularly as few of
the state’s surface water areas are proclaimed, and argued that:

the sequence of initiating the National Water Initiative involved putting the nasties up front
- the water fees were brought in first. The positives, such as local water management
groups, statutory water management plans and all those things, are still some years down
the track. We have said in very strong terms that in the interests of procedural fairness to
water reform in Western Australia, the minister and the department should wait 12 months,
because we believe that the Department of Water intends to proclaim the whole state once
the legislation goes through in the next 12 to 18 months, and then everybody will be
licensed. There will then be some fairness.”*

On balance, the DoW uses the justification that Western Australia is behind in terms of what is
being done elsewhere in Australia, because:

all jurisdictions, with the exception of Western Australia and the Northern Territory, had a
form of cost recovery in place at the time of signing the National Water Initiative, so these
national principles are in many cases building on well-established activity that is already
happening in other jurisdictions.’?

78 Mr Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008,

pp2-3.
9 ibid.
750 Professor Jorg Imberger, Director, Centre for Water Research, Transcript of Evidence, 20 December 2007,
pé.
M:j Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008, p8
and 9.

751

752 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p25.
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most other jurisdictions already have some cost recovery arrangements for water resource
management and planning in place, although they vary considerably in their application
and scope and in the way that they are set.”

While a full analysis of the implementation of cost recovery arrangements in other jurisdictions
has not been undertaken due to time constraints, a preliminary review of the status of other
jurisdictions’ progress, as contained in documents such as DoW submissions and the NWC’s
Water Planning and Management Stock Take Report, demonstrates that there are indeed variations
in application and scope, and that several jurisdictions are also experiencing challenges in
implementation.” It then becomes somewhat problematic to justify the imposition of fees at this
time through a comparison of Western Australia’s progress in terms of cost recovery with that of
other jurisdictions.

The NWC highlights the need for an adequate regulatory structure with basic components in place
in order to carry out water charging practices in any jurisdiction, stating:

there is significant diversity within the Australian water sector, both in terms of the
mandate under which water charges are set and the decision makers involved...The
context within which water charges are set is important to understanding the differences in
charging approaches across jurisdictions. The key steps in the process of determining
water charges, and the institutional and regulatory environment in which water charges
are determined, are outlined in Figure 1.

753

754

755

Submission No. 29 from Department of Water, 21 December 2007, p18.

National Water Commission, Executive Summary: Water Storage and Delivery Charges and Water
Planning and Management Costs in the Rural and Urban Water Sectors in Australia, February 2007, p1-18.
Available at: http://www.nwc.gov.au/nwi/docs/ExecutivSummary_Feb21.pdf. Accessed on 19 February
2008; Submission No. 29 from Department of Water, 21 December 2007, p18-19.

National Water Commission, Executive Summary: Water Storage and Delivery Charges and Water
Planning and Management Costs in the Rural and Urban Water Sectors in Australia, February 2007, p3.
Available at: http://www.nwc.gov.au/nwi/docs/ExecutivSummary_Feb21.pdf. Accessed on 19 February
2008.
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Figure 7.1: Institutional and regulatory framework’®

Pricing mandate (e.g. statutory head of power,
pricing principles/guidelines/regulation or by-laws)

Institutional responsibility (e.g. ministers, economic
regulators, local governments, or boards)

Determine revenue Socio-economic

- . . —> | Determine charging structure
requirements considerations

Determine water charges

Finding 17

There is sufficient time under the National Water Initiative to go through a full consultative
process in conjunction with the Economic Regulation Authority before the introduction of full
cost recovery through water resource management charges.

(@) Independent Review of Fees

The issue of the independent review of the water licence administration costs incurred by the DoW
has been discussed in Chapter 6. A number of submissions also suggest that the schedule of fees
should be reviewed regularly by the ERA. The Western Australian Local Government
Association (WALGA) submits that ‘the Economic Regulation Authority reviews the licence
charges within two years and provides advice concerning the efficiency and equity of the
arrangements’.”’ Harvey Water notes that its fees recently had doubled, but signals a willingness
to accept this cost provided that:

756 ibid., p4. Available at: http://www.nwc.gov.au/nwi/docs/ExecutivSummary_Feb21.pdf. Accessed on 19
February 2008.
s Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p1.
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the issue and cost of license (sic) fees should be reviewed by an independent body such as
the Economic Regulation Authority within a reasonable time frame which we nominally
put at 2 years.”®

Rio Tinto Iron Ore also recommends involving the ERA in an:

independent review [of] the structure and amount of the water licence administration fee
on a regular basis. This review process will need to ensure that efficient delivery of
services covered by the fees is also closely scrutinised.”®

The Gascoyne Water Co-Operative Ltd states that:

Just as Water Service Providers have to submit their annual pricing regimes to the ERA
for scrutiny and a fairness test before approval, licensing fees which are closely related to
water services should perhaps, also be examined and approved by the ERA.™

The ERA is aware of the introduction of the water licence administration fees and the
government’s support of the recommendation in the Blueprint for the ERA to ‘independently
review the structure and amount of such a fee within two years of its introduction and regularly
thereafter’.”®" The ERA advises that:

as part of any such review, it is likely that the Authority would be required to consider the
requirements of the National Water Initiative, including the requirement to identify any
costs attributable to water access entitlement holders and to ensure that any charges are
linked as closely as possible to the costs of activities.”®

The DoW advised that it was not aware of any consideration given to involving the ERA in
calculating the current fee structure. According to the DoW:

it is appropriate to conduct that review after we have applied the fees. The ERA does have
a very strong view on cost recovery. Given the rigour of the process that we have gone
through in determining the calculations -and | know it is only partial cost recovery -I think
having the fees in place and then having the review in two years will add value. | certainly
look forward to the ERA review.”®

The Committee has not been able to undertake a comparative analysis of the involvement of
independent regulatory bodies in other jurisdictions in relation to water licence fees. However, in
discussions with the NWC the Committee was advised that New South Wales provides a good

758

759

760

761

762

763

Submission No. 16 from Harvey Water, 7 December 2007, p3 and 5.

Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p6.

Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p2.

Submission No. 23 from Economic Regulation Authority, 10 December 2007, p1.

ibid.

Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
pp23-24.
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example of the strong presence of the economic regulator, the Independent Pricing and Regulatory
Tribunal (IPART)."®*

The NWC also noted the importance of having discussions regarding pricing via an independent
regulator.”®  The Committee also understands that IPART is involved in both rural and
metropolitan water pricing and that New South Wales has catchment accounts for regional water
accounting.”® This allows for charges to be cost reflective of each river system separately.

The Committee is of the view that the early establishment of a sound regulatory framework is
essential to ensure the appropriate system is implemented from the outset. The involvement of the
ERA is considered necessary to the development of such a system. The Committee’s position is
based upon its understanding of the situation in other states where their economic regulator does
not have a strong presence in water pricing. For example, in Queensland the Department of
Natural Resources (DNR) is largely responsible for the implementation of the NWI, with some
input from Treasury. The Queensland Competition Authority does not have a direct role in the
setting of water prices; this is carried out by the DNR.”" In outlining the cost recovery
arrangements in other states, the DoW advises that:

Queensland has an interim annual licence fee, an interim annual volumetric charge for
some self-supply users and various fixed and volumetric charges for groundwater in some
declared management areas.’®®

The February 2007 Water Planning and Management Stocktake Water Planning and Management
Stocktake notes that the involvement of independent consultants in the development of a 2004
discussion paper on water resource charges.”®® However, in 2006, following the voicing of
stakeholder concerns when the new charges were implemented, the Queensland Government
decided ‘to suspend the implementation of the new water charges pending the outcome of an
independent analysis of the original report’.”® The significant problems experience in Queensland
is acknowledged by the DoW who note that ‘implementation of a new system of charges was

suspended pending review, and have (sic) still not been implemented’.””*

It is the Committee’s view that the involvement of the ERA in the development of water resource
management costing and pricing, including that of water licence administration fees, will help

764 National Water Commission, Committee Briefing, 17 December 2007.

78 ibid.
768 ibid.
767

Project Officer, Water Legislation Policy and Pricing, Department of Natural Resources, Telephone
Communication, January 2008.

768 Submission No. 29 from Department of Water, 21 December 2007, p19.

769 NWI Steering Group on Water Charges, Water Planning and Management Stocktake: Cost Recovery for

Water Planning and Management in Australia, February 2007, National Water Commission, Canberra, p61.
770 H
ibid.

m Submission No. 29 from Department of Water, 21 December 2007, p19.
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provide water consumers confidence, clarify confusion and ensure that Western Australia does
not find itself in a position similar to Queensland. ERA involvement would also assist the state in
meeting its NWI reporting requirements, which include the public reporting of water planning and
management cost recovery.

Finding 18

The role that the Independent Pricing and Regulatory Tribunal plays in New South Wales is
helpful in that state.

Finding 19

The involvement of the Economic Regulation Authority would help Western Australia meet its
National Water Initiative obligations in relation to reporting requirements.

Recommendation 17

The Economic Regulation Authority independently review the water licence administration
fees.

Recommendation 18

The Economic Regulation Authority be involved from the beginning of the calculation of any
water resource management charges to be imposed in the future.

7.8 Licence Application Fee

Under Regulation 18 of the Rights in Water and Irrigation Amendment Regulations 2007, all
applications for new licences under s5C and for the amendment of a s5C licence attract a $200 fee
as set down in Division 1(2). Regulation 20(2) of the Rights in Water and Irrigation Regulations
2000 states that the annual fee payable for a licence is that shown at ‘Schedule 1 Division 1 item 3
for the water entitlement under the licence, less the amount already paid by way of the relevant
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application fee’.””? Under the June 2007 amendments, the lowest licence fee was for $200 for a
Class 1 licence. This meant that following the granting of a class 1 licence no additional payment
was required; for a class 2 licence, for which the annual fee is $325, an additional $125 was
payable.

Regulation 18 of the Rights in Water and Irrigation Amendment Regulations (No. 3) 2007 also
provides for a $200 application fee. The Committee noted that under the new regulation
amendments the provision for a refund had not altered and that Regulation 20(2) remains intact.
Given that some of the new fees are less than the $200 application fee (class 1 is $100 and class 2
is $150), the Committee inquired as to whether licence holders would get a refund or would they
remain in credit until the following year’s annual payment was due. The DoW advised that either
was possible, that ‘licensees are being offered the option of being given either a credit or a

refund’.’”

However, in a subsequent submission the DoW advises that ‘the $200 application fee will be
deducted from the licence payable and will only have an impact where the licence fee for a licence
in Class 2, $250 fee, or above’.””* The DoW states that ‘no refund or credit of the difference’ will
be made when the licence fee is less than the application fee.””> In these circumstances:

the application fee is non refundable and is set at a level that reflects the initial effort
required to process, assess and create a new or amended licence.

The lowest licence fee, unlike its equivalent in the disallowed regulations, does not reflect
the effort required or real cost recovery.””

While the Committee accepts that the Class 1 and Class 2 licence fees (and possibly others) do not
reflect the full cost of the service provided, it is concerned about the DoW’s lack of clarity in this
regard and wonders if this issue was considered in the negotiations surrounding the new fees. The
Committee is also concerned that the position adopted by the DoW in its submission may be in
contravention of the regulations. The Committee’s reading of the Rights in Water and Irrigation
Regulations 2000 did not reveal anything that it believes would impact upon Regulation 20(2) or
suggest that this particular regulation no longer applied.

e Regulation 20(2) Rights in Water and Irrigation Regulations 2000 (Western Australia). Emphasis added.

s Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January

2008, p13.
e Submission No. 43 from Department of Water, 7 February 2008, p5.
s ibid.
e ibid.
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Finding 20

There is considerable confusion surrounding the refund of application fees paid under the
previous and current schedule of fees imposed by the regulations and subsequent amendments.

Recommendation 19

The refund of application fees needs to be clarified as a matter of urgency.

7.9 Consultation in Relation to the Schedule of Water Licence
Administration Fees

The DoW claimed that consultation on water reform has occurred throughout the state. This
occurred from the 2002 Water Forums (on the sustainable management of water resources and
other water related issues) onwards. They advise that:

there has been considerable consultation on the forms of water administration licence fees
through the various committees that have looked at some of these water reform issues.
Although that may not be exactly on the fees that we have now in terms of the specific
dollars, there has been significant consultation about licence administration fees during
the irrigation reform through to the blueprint and the government response to the
blueprint. In broad terms, there has been quite a bit of consultation and awareness of
water licence fees at least. "'’

The DoW argued that they undertook ‘very public consultation” during the compilation of the fee
schedule,’” and that consultation regarding water licence administration fees was extended to
mining companies and other major stakeholders involving state water forums, regional forums and
specific forums.’”

According to the State Water Plan 2007 (SWP), public consultation also:

i Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,

p33.

Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January
2008, p12.

Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
p33.

778

779
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included direct engagement with key water users and other interest groups, visits to
regional areas, community workshops and public submission periods on the following
documents:

« Draft Water Policy Framework (April 2006)
« Draft Blueprint for Water Reform in Western Australia (July 2006)
« Draft State Water Plan (October 2006)."%°

The SWP claims that ‘over 25 community workshops were held and over 160 submissions were

received during this period of extensive consultation’.’®

Harvey Water supported the position of the DoW, advising that it maintained a proactive position,
and became involved in consultations at the national and state level in order to ‘stay in close
touch’ with the issues. This organisation argued that the ‘consultations were very good’ and that:

a lot of this stuff about licences and licence fees was raised at that time ... the Department
of Water, as we understand it, tried to cost how much it cost it to do all its activities, of
which licensing was one. We believe that was done fairly and well. We had no reason to
believe otherwise. The department then internally worked it out.”®

Harvey Water advises ‘that license (sic) fees were discussed at length and in depth’ over the
development period for the Sate Water Strategy.”®® Furthermore, it maintains that ‘it is therefore
disappointing that this has been raised again at this very late stage and has received attention

beyond that which is warranted’.”®*

However, submissions and evidence highlight problems in the consultation process, or in the
community’s perception of the process, which could explain some of this ongoing attention.
There was evidence received by the Committee demonstrating that although consultation was
carried out by the DoW, and that there was an awareness of the need for water licence
administration fees at some point, certain groups did not feel that the consultation resulted in the
representation of their views or their needs.

For example, the WA Farmers Federation and vegetablesWA, like Harvey Water, claimed they
also have been involved in consultation for several years, beginning at the first water symposium
in 2002. However, they felt that two-way communication broke down when the interests or views
of self-supply water users were not adequately represented in subsequent forums:

780 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007;
po9.
781 ibid.

T8 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p6.
e Submission No. 16 from Harvey Water, 7 December 2007, p3.

8 ibid.
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I do not think there was anyone representing self-supply water users. One of the
recommendations of the irrigation review was that the Department of Water and/or the
subsequent implementation committee develop a fee structure to recover some of the costs
associated with water licensing and administration. That happened between the time that
the irrigation review was completed and the water implementation committee was formed
in 2006...0nce again, self-supply water users were not represented on that committee.
Unfortunately, from the perspective of WA Farmers Federation and the alliance with
vegetablesWA, on both those committees the real focus was on the big water cooperatives -
Ord, Harvey and, to a lesser extent, Gascoyne and the Preston irrigation co-op. Although
they are using two-thirds of the state’s irrigated water, another third is used by thousands
of family farms from their own water supplies. We believe they were not adequately
represented on those two committees. That is why we believe that we have probably got to
the point that we have now. Obviously, part of the job of the implementation committee
was to come up with a draft blueprint, which it did early in 2006. Then it went through a
fairly extensive consultation process right across the state. | remember it started in Albany
and finished in Kununurra. Two of the meetings that were probably the best attended and
were quite vocal and quite emotional were the Donnybrook and Manjimup meetings,
probably as a result of the fact that that is where a lot of the self-supply water users are, in
particular the ones who built their own surface water dams. There were some quite strong
feelings at those meetings in about July 2006."%

It was around this time that the NWI was signed. The breakdown of communication is
demonstrated by the lack of understanding of what the NWI would mean for members of the
Farmers Federation and other self-suppliers. The Farmers Federation stated that they would not
have supported signing the NWI if they realised how they were to be subsequently treated; that is,
an earlier introduction of the licence fee, with the other benefits such as longer term licence
security “still some years down the track’’®:

we were obviously aware at the time that part of the NWI required full cost recovery for
water administration and those types of things, but we believed that the positive [i.e.
perpetual water entitlements] would probably outweigh the negatives

when industry got to see the government response to the blueprint...we were actually quite
shocked by how little the final blueprint, if you like, had changed from the draft blueprint.
There was a real feeling there that yes, the consultation process was just a real ruse and
there was very little that actually changed. That sadly is something which is still a view
strongly held by a lot of self-supply water users.”®’

The Farmers Federation claimed they had no input into implementation plan, with the DoW
deciding upon the implementation date for the licensing fees:

unfortunately, industry had absolutely no input into that implementation plan, and that is
something that industry is very disappointed in. We would have thought that something

78 Mr Stephen Dilley, Water Spokesman, WA Farmers Federation, Transcript of Evidence, 15 January 2008,
p2.

786 ibid., p3.

8 ibid.
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which has got far-reaching implications for water users, be they corporate, agricultural or
whatever they may be, and the general public, meant that there would be some stakeholder
input into how the Department of Water in WA would implement the National Water
Initiative. In particular - if we could just pick on the point of the licence administration
fees - it was actually the Department of Water which nominated the 1 July deadline to
implement the fees.”

The WA Fruit Growers’ Association also feels that while they were involved from the start of the
process, in particular with Ross Kelly before the NWI,"® the DoW did not seem to listen:

getting back to the consultation, | have been to practically every meeting now for eight
years. | am told at each meeting what they intend to do. The consultation has been as good
as nil.”

They also pointed to regular staff changes within the DoW making the liaison process more
difficult, stating that:

the other sad part about it is that the people within the department change at every meeting
we go to. We try to liaise with people and they change every time. | found that so
frustrating.”®

In a similar vein, the Collie Preston Water Action Group stated that the licensing fees were
‘developed without proper consultation’.”?

Given the issues with the consultation process so far, it may not bode well for future consultation.
Future consultation is promised by the DoW on other aspects of SWP implementation. For
example, the DoW undertook to consult with local communities about what kind of entitlements
should exist in that area using Manjimup as a case in point.”*®* Furthermore, in terms of general
consultation, the DoW stated, in line with the Implementation Plan, that further cost recovery will
occur once:

there has been significant additional consultation, when new legislation and the statutory
plans are in place, and when new forms of water access entitlement are rolled out.”*

e ibid.
8 Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
January 2008, p12; Mrs Diane Fry, Farmer, Western Australian Fruit Growers’ Association, Transcript of

Evidence, 8 January 2008, p12.

Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
January 2008, p12.

791 ibid.
792

790

Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p2.

o8 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p20.
o4 ibid. p32.
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In conclusion, the problem seems to be not so much a lack of consultation, but rather the
effectiveness of the consultative process for both the government and stakeholders. The
Committee notes that much of the concern around the suggested lack of consultation comes from
the south west of the state, and in particular the self-supply water users.

Finding 21

The consultation process has been less than satisfactory for many stakeholders. The basis upon
which fees have been set and levied appears to have caused confusion, misconception and anger

amongst certain stakeholders.

Recommendation 20

That the Department of Water increase its efforts in relation to consultation.

Finding 22

The National Water Initiative shows quite clearly that the move toward water reform must
include the development of a clear transitional pathway involving all stakeholders in each step.
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CHAPTER 8 APPLICABLE PENALTIES UNDER THE
NATIONAL WATER INITIATIVE

8.1 Cost Recovery Requirements of the National Water Initiative

Term of reference number four directs the Committee to inquire into the penalty or cost that might
be applied to Western Australia by the Commonwealth under the National Water Initiative (NWI)
if there was minimal or no cost recovery for services provided to water users by the Department of
Water (DoW).

In order to address this issue, a clear indication is required as to the level of (in)action that would
constitute a breach of the NWI cost recovery requirements and thus allow the Commonwealth to
invoke a penalty or cost.”®> One of fundamental aspects of the NW!I in relation to best practice
water pricing, and the institutional arrangements to facilitate it, is the user-pays principle, and this
is to be achieved through the implementation of full cost recovery for water services.’®
Paragraphs 64 and 65 of the NWI outline the outcomes and actions agreed to in relation to these
principles. Paragraph 67(ii) of the NWI sets out the cost recovery conditions and states that
signatories must identify ‘the proportion of costs that can be attributed to water access entitlement
holders’.”®” It also states that these costs must not include those associated with policy
development or ministerial or parliamentary services, and that charges must be ‘linked as closely
as possible to the costs of activities or products’.””® All parties to the agreement must make a

‘commitment to develop these national principles and frameworks for broader cost recovery’.”®®

Under Schedule A of the NWI, the first action for any signatory is to develop an implementation
plan. As the DoW advised:

upon signing the National Water Initiative the first act of any jurisdiction, by agreement, is
to develop an implementation plan as to how that state is going to apply the National
Water Initiative principles and objectives in that jurisdiction.®®

In Western Australia, the main instruments involved in the DoW’s implementation of the NWI
and, therefore, its user-pays and full cost recovery principles, are the State Water Plan 2007

7% See Chapter 7 for more detail on the state’s compliance with full cost recovery requirements.

7% Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, paragraph 64 and 65, p13. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water
_initiative.rtf. Accessed on 1 November 2007.
797

ibid., paragraph 67, p14.
798 ibid.

7% Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p24.

800 ibid.
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(SWP) and Western Australia’s Implementation Plan for the National Water Initiative.®”* Western

Australia’s implementation plan was supplied to, and ratified by, the National Water
Commission®? and the balance of this chapter considers the potential for penalties and costs to be
applied by the Commonwealth to the state for non-performance in relation to this document.

8.2 Accountability under the National Water Initiative costs borne by
the community

The main requirement under the NWI is that all states and territories develop a water access
entitlements and planning framework, including implementation plans. As a part of this, consistent
approaches to pricing and attributing costs of water management and planning were required by
2006. It should be noted here that Western Australia only joined the NWI in 2006,%° and the
federal government “was very keen for Western Australia to catch up with other jurisdictions. In
comparison we were a long way behind in cost recovery for water resources management and
planning’.®** Cost recovery must be reported to the National Water Commission (NWC), with
paragraph 68 of the NWI providing that:

[t]he states and territories agree to report publicly on cost recovery for water planning
and management as part of annual reporting requirements, including:

i) the total cost of water planning and management; and

i) the proportion of the total cost of water planning and management attributed to
water access entitlement holders and the basis upon which this proportion is
determined.®

The NWC is required to report to the Council of Australian Governments (COAG) every two
years on the implementation of water management plans throughout Australia. It is important to
note also that cost recovery itself is simply a guiding principle of the NWI, rather than a list of
specific requirements or activities that must be undertaken.®® Furthermore, unlike previous
assessments linked to the National Competition Policy (NCP), the NWI biennial assessment is not

801 Government of Western Australia, State Water Plan 2007, Government of Western Australia, Perth, 2007;

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007.

802 National Water Commission, Committee Briefing, 17 December 2007.

808 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p8.

804 ibid., p26.

805 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, pl4. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water _initiative.rtf.
Accessed on 1 November 2007.

806 See Chapter 7 for more detail.
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a report on compliance. Rather, it is an assessment of whether actions undertaken by governments
to date are likely to lead to the outcomes and objectives of the NW1.2%

Finding 23

Cost recovery itself is simply a guiding principle of the National Water Initiative, rather than a
list of specific requirements or activities that must be undertaken.

8.3 Penalties and Costs Under the National Water Initiative

As outlined in Chapter 3, previous water industry reform has been linked to National Competition
Policy payments to the states and territories. As the DoW noted:

the previous COAG agreement from 1994 was part of the then national competition policy
arrangement whereby our compliance across a whole range of commonwealth-state
agreements was assessed annually; based on our compliance, we would receive progress
payments.®®

As the DoW also noted, “that is not the case under the National Water Initiative’.*®® There are no
payments attached to the NWI. Given the absence of progress payments or payments for
compliance, there can be no temporary suspension or permanent withholding of funds. In briefing
the Committee, the NWC advised that rather than penalise signatories for non-compliance, the
NWI and its reporting requirements are designed to recognise progress on the implementation of
water reform plans.®®° If a state experiences difficulties in achieving a particular milestone there
would be no ‘black mark’ per se against it. However, one effect of the NWI’s reporting
requirements and processes is that jurisdictions that fail to achieve agreed timelines would be
named in the public report, in effect constituting a ‘name and shame’ penalty.

It should be noted that in practice it appears that there is still some way to go in the area of
reporting on cost recovery, with relevant nationally agreed performance indicators yet to be
confirmed. Consequently, as the DoW asserts, Western Australia, like other jurisdictions in
Australia, is awaiting information from the NWC on reporting requirements before it reports in
compliance with paragraph 68 of the NWI.%

8o National Water Commission, ‘First Biennial Assessment of the National Water Initiative’. Available at:

http://www.nwc.gov.au/nwi/biennial_assessment/index.cfm. Accessed on 30 January 2008.

808 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p23.

809 ibid., p23.

810 National Water Commission, Committee Briefing, 17 December 2007.

81l Submission No. 43 from Department of Water, 7 February 2008, p1-2. This is also addressed in Chapter 7.
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The only assessment that has occurred so far under the NWI is a biennial assessment of progress
against the NWI in 2007, which did not include cost recovery and its proportions.®*? According to
the DoW, this omission was due to the fact that the report was produced in February 2007, before
the introduction of the licence administration fees in this state.®** Regarding this, the DoW states
that:

in fact, the report is useful in highlighting the lack of progress made by Western Australia
when compared to that made by other jurisdictions in the recovery of costs for water
resource management and planning (including licence administration).**

Finding 24

While there are no financial penalties directly resulting from non-compliance with the National
Water Initiative, should the state not comply it risks losing credibility in relation to its
management of water resources.

8.4 Water Smart Australia

While there are no financial penalties directly attached to the NWI, there are other avenues
through which Western Australia might be penalised. Presently, the greatest possible risk of
financial penalty for the state in terms of water management and reform is in connection with the
Water Smart Australia program under the Australian Government Water Fund.  This
Commonwealth initiative ‘aims to accelerate the development and uptake of smart technologies
and practices in water use across Australia’.®*®> In order to do this, the $1.6 billion programme has
funding over five years until 2010 with a maximum four year funding duration and a minimum
funding level of $1 million for any one project or activity.®*® To be eligible for funding for Water
Smart projects, ‘a State or Territory government must have signed, and be actively implementing,
the NWI,”®" which necessarily includes cost recovery principles.

812 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,
24 January 2008, p5.

813 Submission No. 43 from Department of Water, 7 February 2008, p2.

s ibid.

815 National Water Commission, ‘About Water Smart Australia’. Available at: http://www.nwc.gov.au/agwf/wsa
/index.cfm. Accessed on 30 January 2008.

816 ibid.

817 Submission No. 29 from Department of Water, 21 December 2007, Addendum 1, p1.
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There are four Western Australian projects receiving grants totalling $14.9 million, which ‘cover
water planning activities in discrete areas of the state,”®*® namely the Pilbara, Gnangara, Collie and
South West groundwater areas. Each funding agreement has both general and milestone-specific
conditions and requirements which must be met before progress payments are made.

A general funding condition across the four projects, and expressed in each of the funding deeds,
is compliance with the NWI.2*°* However, this general funding condition is not tied to any specific
payment and in addition, no payment in any of these deeds is explicitly tied to cost recovery.?®
Cost recovery is one of the more general funding conditions contained in Schedule A of each
funding deed, which outlines the term, programme and project details. Clause A10(i) contains
project management requirements including:

To commence implementing cost recovery charging for water planning and management
by December 2008, with further charging elements to be in place by July 2009.%*

For the DoW:

it is questionable as to whether these general funding conditions are considered milestones
in the same way that the deed construes milestones as being progress against individual
projects.®?

Should the state fail to comply with the NWI by not implementing cost recovery charging for
water planning and management, it would, in fact, be in breach of all four of the Water Smart
agreements. However, the DoW stated that, while they ‘are aiming to achieve the broader general
funding conditions, of which cost recovery is one’ should cost recovery not be achieved it is
unclear how the Commonwealth would apply a penalty.®® However, in a later submission from
the DoW, slightly different advice is given, stating:

failure to meet one of the broader funding requirements (introduction of further charging
element and development of a bore metering policy) can invoke a penalty from the
Commonwealth of 15% of the entire project funding.®?*

818 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p26.

819 ibid.

820 Submission No. 29 from Department of Water, 21 December 2007, Addendum A, p36-37; Addendum B,
p40-42; Addendum C, p38-40; Addendum D p37-39.

821 Submission No. 29 Addendum A, p33; Addendum B, p37; Addendum C, p35; Addendum D, p35.

822 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p27.
823 ibid, p26.

824 Submission No. 43 from Department of Water, 7 February 2008, p8.
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The conclusion of this Committee is that it is unclear what penalty, if any, applies to a breach of
the general conditions of the funding deeds. Breaches of the project milestones are more
straightforward, as outlined below.

The schedule of payments for each funding deed is tied to the satisfactory completion of each of
the milestones. However, should a grant recipient fail to meet a milestone, the funding deed
provides for a 15% penalty as outlined in the following excerpt:

By the due date of each Milestone, if Milestone/s are to be delayed, You must provide Us
with a report outlining the reasons for any delays to Milestones, and upon our reasonable
consideration we may reduce the payment for delayed Milestones, upon their completion
by up to 15%.5%

To take the funding deed for the Collie catchment area as an example, there are seven payments
with most payments tied to the completion of one or more milestones. For example, for
satisfactory completion of milestone 1.1 (Completion of the Collie Model Upgrade and Scenario
Runs) the Commonwealth will pay the state $207,500 excluding GST. Should Western Australia
fail to meet this milestone, potentially the Commonwealth could withhold $31,125.

In addition to this 15% clause, conditions of payment attached to the milestones include
compliance with reporting requirements, meeting budget requirements, adherence to project scope
and general performance satisfaction.®®

The DoW’s understanding of the payments and potential for penalties is that:

there is system of progress payments attached to individual projects ... The milestone
payments referred to in the deeds concern the progress that individual projects will make
in delivering activities. There is a general funding condition that applies across all four
projects, expressed in each of the funding deeds, which talks about cost recovery more
generally. Our interpretation is that ... the commonwealth (sic) government is holding us
to account over our progress on individual projects [... and] individual milestones within
those projects.®’

For example, if one of the milestones was not achieved, it would be 15 per cent against
that milestone payment which might be levied. | emphasise “might™, because there is a
process of negotiation.*®

The DoW interpretation regarding negotiation is that should the state government not meet the
funding conditions, the NWC would negotiate the implications of the breach with the recipient,?*°

825 Submission No. 29 from Department of Water, 21 December 2007, Addendum A, p37; Addendum B, p42;
Addendum C, p40; Addendum D, p39.

826 Submission No. 29 Addendum A, from Department of Water, 21 December 2007, pp36-37.

821 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p26.
828 ibid. p27.
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and that ‘in the event of any form of delay, it would attempt to negotiate an arrangement before it
took any punitive action’.#®® This is supported by the funding deed which states:

we would apply a test of reasonableness when considering the delay and any reduced
payment. The test would include recognition of effort undertaken to address delays and
consideration that some aspects are beyond the control of the project managers.®*

In briefing the Committee the NWC reinforced the notion of reasonableness in relation to the
application of penalties. One conclusion to be drawn from the NWC’s stated willingness to
negotiate is that the risk associated with financial penalty within the current agreements is low,
although the level of ambiguity around the general funding requirements, which includes cost
recovery, creates some confusion.

As far as future funding is concerned, the DoW has warned that complacency is not advised,
particularly given that:

one could argue that [a breach of the funding agreement] could place at risk any future
grants if we were seen not to be delivering on existing proposals. That is probably a point
of concern.®

Finding 25

While there are limited financial penalties under Water Smart Australia for failing to comply
with National Water Initiative cost recovery requirements, should the state not comply it risks
losing credibility in relation to its management of water resources.

In relation to cost recovery, it is highly unlikely that penalties would be imposed providing the
state is working toward the proposed models of sustainability provided for in the NWI.

829 Submission No. 29 from Department of Water, 21 December 2007, p24.

830 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p27.

83l Submission No. 29 from Department of Water, 21 December 2007, Addendum A, p37; Addendum B, p42;
Addendum C, p40; Addendum D, p39.

Mr John Ruprecht, Acting Director General, Department of Water, Transcript of Evidence, 24 January 2008,
p27.
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Regardless of the question of penalties under the NWI or Water Smart Australia, the Committee is
of the view that sustainable management of the state’s water resources is of profound significance.
Therefore, it would be foolhardy of the state not to comply with the NWI which itself is
underpinned by the notion of sustainability.
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CHAPTER 9 LICENSING CURRENTLY EXEMPT
ARRANGEMENTS

9.1 Introduction

Under existing licensing arrangements, certain water usage activities are exempt from licensing
and therefore not subject to a water licence administration fee. These types of activities include:

o water used for livestock and domestic purposes state-wide;

e water taken by way of a riparian right;

e domestic garden bores in metropolitan Perth; and

e de-watering activities with limited impact, for example, construction.®*

Concerns were raised in relation to the allocation, monitoring and management of water resources
where state agreements apply. The Committee believes that consideration should be given to
clarifying the place of state agreements in future statutory management plans. While this matter is
outside the specific terms of reference for this Inquiry, the Committee intends to write to the
Minister for Water Resources raising this issue.

The balance of this chapter discusses in detail the two types of exempt water extraction activities
specifically brought to the Committee’s attention, namely plantations and domestic bores.

9.2 Domestic Bores

The high profile of domestic bores in the discussion on water licensing was demonstrated early in
the debate, as evidence by its coverage in debate in the Legislative Assembly. The Member for
Capel, Dr S.C. Thomas MLA, expressed concern that his constituents would be unfairly
discriminated against should they be charged a licence fee while metropolitan bore owners, who
have access to scheme water, were not charged at all. He stated, “if we do not charge licence fees
in metropolitan Perth, we have no moral right to charge licence fees in areas outside metropolitan
Perth’.33* He referred to the 2004-2005 and 2005-2006 annual reports of the Environmental
Protection Agency which claim that management of water in the Gnangara and Jandakot mounds,
where bore use is prevalent, was not sound.®*®

833 Submission No. 29 from Department of Water, 21 December 2007, p25.

834 Mr S.C. Thomas, Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 13 June 2007,

p3070.
835 ibid., p3069.
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This focus led the Member for Stirling, Mr D. T. Redman MLA, to propose an amendment to the
Member for Warren-Blackwood’s motion proposing a Parliamentary Select Committee Inquiry
into water supply and management in the state. Mr Redman’s amendment called for immediate
licensing of metropolitan bores in order for the state ‘to be consistent with the principles of the
National Water Initiative ... and current domestic bore licences in Albany and Exmouth’.%*
While the motion as amended was not passed, the later motion introduced by the Minister for
Water Resources referring this inquiry to the Economics and Industry Standing Committee
acknowledged the importance of the issue by specifically including the issue of domestic bores as

a term of reference.®*’

The Department of Water (DoW) determines from various statistical sources that there are over
170,000 residential bores in the State, with some 155,000 of these located in the Perth
metropolitan area. The DoW thus calculates that around 30 per cent of households in Perth have
access to a garden bore. It states that ‘these bores pump some 120 gigalitres of groundwater per
year from the shallow unconfined aquifer, equivalent to around a fourth of all groundwater taken

for all purposes in the Perth region’.2*®

Most evidence and submissions that addressed the issue of licensing currently exempt
arrangements were concerned about domestic bores. As would be expected, evidence to the
Committee can be divided into those who support the licensing of domestic bores and those who
oppose it, and these divisions generally occur along an urban/rural divide. The Conservation
Council of Western Australia ‘understand[s] that there is a certain city-country divide in terms of
metropolitan unlicensed bore usage’.?*® The urban versus rural debate is well illustrated in the
Perth basin as increasing population in the metropolitan area creates demand for additional water,
particularly potable water, which must then be sourced from the same groundwater systems that
provide water to rural areas.®*® This water is often that which is used by the rural areas for
development, tourism and recreation purposes.

The submissions from either position base their arguments on two main issues. The first concerns
the relationship between licensing domestic bores and improved monitoring and, thus, more
accurate calculation and management of water resources. The second centres on the issue of fee
equity and non-discrimination, with varying positions on what constitutes equity.

836 Mr D.T. Redman, Western Australia, Legislative Assembly, Parliamentary Debates (Hansard), 17 October

2007, p6354.

Hon John Kobelke, Minister for Water Resources, Western Australia, Legislative Assembly, Parliamentary
Debates (Hansard), 24 October 2007, pp6733-34.

838 Submission No. 29 from Department of Water, 21 December 2007, p25.
839

837

Mr Steven McKiernan, Water Policy Officer, Conservation Council of Western Australia Inc., Transcript of
Evidence, 31 January 2008, p6.

CSIRO, Context Report on South West Water Resources for: Expert Panel Examining Kimberley Water
Supply Options, Government of Western Australia, Perth, March 2005, p77.
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(@) Monitoring and Management of Domestic Bore Extractions

As stated, the first argument around domestic bores concerns the relationship between licensing
domestic bores and improved monitoring and management of water resources, and in a larger
context, sustainability.

A common sentiment expressed is that the exemption of domestic bores is political. The
Gascoyne Water Co-Operative Ltd strongly supports the licensing of domestic bores and the
application of licensing charges. It states that ‘if domestic bores are not licensed they should be’
and that ‘it is very hard to view the failure to apply licensing charges to residential bores as

anything other than a political decision when a licence must attract a cost to administer”.3*

Similarly, another regional stakeholder, the Shire of Manjimup suggested that ‘cherry picking’
who is to be licensed and charged reflects ‘political convenience, and not any rational or logical
reason, why non-productive uses, which are some three times greater than the sum of our

commercial uses are exempt’ 8%

Another argument centres around the impact on potable water, or lack of, as the perception may
be. The Gasgoyne Water Co-operative argues that the increase in private and uncontrolled bores
in the Perth metropolitan area has been driven by the Water Corporation to ‘take the pressure off
their inadequate drinking water infrastructure’.*® The basis of this argument is not necessarily
refuted by urban stakeholders. For example, the City of Perth does indeed acknowledge that ‘the
use of unconfined aquifers for domestic irrigation purposes reduces the draw-down on main
supplied potable water’.#** The DoW partially bases its argument for the exemption of domestic
bores on this premise, claiming that a licensing regime would potentially:

reduce the number of additional garden bores being installed in suitable areas, and
thereby increase the demand on potable scheme water supplies at a time when those
supplies are stretched due to changing climatic conditions.®*®

Like the DoW, Harvey Water also argues that the water used by residential bores is non-potable
water, and to require licensing of domestic bores would discourage people from having bores and
encourage them to turn to the scheme water for domestic irrigation purposes. This, then, would
not be best or highest value use of the potable water, and Harvey Water questioned why anyone
would want to stop people from using non-potable water. The cooperative argued that a lot of the

s Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p1.

842 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,

pll.

843 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p2.

844 Submission No. 12 from City of Perth, 6 December 2007, p2.
845 Submission No. 29 from Department of Water, 21 December 2007, p25.
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domestic bore water used “in that sandy soil is recycled. You do not have to treat it; you do not

have to deliver it. It is a good deal and should be encouraged more’

Similar arguments are mounted around the amount of water used by domestic bores. Again,
Harvey Water argues that:

backyard bores use relatively tiny volumes of water; they use untreated groundwater not
high quality potable water which comes through the Water Corporation system and a lot of
the water simply recycles through the sandy soil into the superficial aquifer and then is re-
pumped.®’

However, this is an argument not accepted by some. The Gascoyne Water Co-operative, for
example, suggests that:

claiming that each residential bore takes only a minute fraction of the sustainable draw
from the Perth aquifers is a patent nonsense when considered in the context of the total
estimated (but unknown) volumes extracted from the unconfined aquifers.?*

Similarly, for the Conservation Council of Western Australia Inc., the amount of water used and
also the locations of bores are important for resource management.

Given the recent government rebates for domestic garden bores, | hope that a record of
domestic bore locations is being kept...Particularly in some areas where there are
environmental values nearby in which the cumulative impact of unlicensed domestic bores
is the largest taker of water from the groundwater resource. We feel that to improve the
value of our water resource management, we need to know the locations of the bores.*

While these arguments relate to the larger issue of sustainability, where decisions must be based
upon knowledge gained by the measurement and monitoring of water resources, it is appropriate
to consider whether the licensing and monitoring of all bores will deliver the desired outcomes in
terms of sustainability.®®

Opinions are again divided on this issue. For the Aquaculture Council of Western Australia
(ACWA), the issue of bores licences and/or administration fees centres around this:

To achieve the ultimate goal of sustainable freshwater resource we must measure and
monitor all users, in the at risk catchments.®"

846 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p7.

il Submission No. 16 from Harvey Water, 7 December 2007, p5.

848 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p2.

849 Mr Steven McKiernan, Water Policy Officer, Conservation Council of WA, Transcript of Evidence,

31 January 2008, p6.

850 Chapter 2 discusses data collection and quality in more detail.

81 Submission No. 21 from Aquaculture Council of Western Australia, 7 December 2007, p5.
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The Pastoralists and Graziers Association also sees a need to meter and monitor Perth
metropolitan bores and:

supports the mandatory metering of all metropolitan domestic bores to encourage
compliance and efficiency, and discourage overuse.*?

The Association believes that the quantity of water drawn from metropolitan bores without a
licence or fees ‘is resulting in the unsustainable extraction of the Gnangara and Leederville
aquifers’.®* The Association’s submission is silent on the issue of licensing bores in major urban
centres in the regions, such as Bunbury, Albany or Geraldton.

The City of Bunbury argues there is a lack of quantitative data on non-licensed extraction of water
and that this means that this is not accounted for in the government’s allocation process. Further,
the City believes that the ‘non-licensed usage of water in the South West is significant, especially
in areas where scheme water is presently unavailable’.®** It suggests that:

licensing of all water users, including those currently exempt, will provide for improved
decision-making through the associated collection of data and is an important step in
improving the management of water in Western Australia.®®

However, while not denying the need for the collection and monitoring of data, other submissions
argue that the benefits of collecting this data from domestic bores would be outweighed by the
cost. Harvey Water pointed out that to have government employees assessing, approving and
monitoring throughout the state the domestic bores that extract up to 150 kL per annum would
take significant government resources and asked: ‘[W]hat is the point of that? What are you going
to do with all that data and all that administration? Is it worth it?’®® In their view it is not
necessary for the whereabouts of every bore to be known; nor is it necessary to know how much
each bore owner is using. Such information could be obtained by effective sampling methods.®*’
If the government monitors bore use it needs to ensure that it has the capacity to process the data
and the resources to make use of it, rather than simply gathering data for its own sake, or, perhaps
worse still, gathering it and not using it.

Similar views are expressed by Irrigation Australia - WA Region, who stated that while licensing
is important, “‘we must also be practical about it because there is a cost-benefit consideration”.®®
To put a meter on every bore would constitute an ‘extreme response’, particularly given that an

urban user consumes approximately 150 KL annually, and the smallest volume of water licensed

852 Submission No. 26 from Pastoralists and Graziers Association, 12 December 2007, p2.

83 ibid.
84 Submission No. 27 from City of Bunbury, 14 December 2007, p1.

855 ibid.
856 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, pé.
87 ibid. p7.

88 Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,

15 January 2008, p8.
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for commercial use is 1501 KL, a ratio of ten to one.*® Therefore, while ‘support[ing] an
evidence-based approach to restricting the consumption of groundwater,” Irrigation Australia -
WA Region accepted that to licence every domestic urban bore would result in a prohibitive
cost.®®® The DoW estimated average urban use to be approximately 800kL for each backyard
bore.®® These figures indicate that domestic urban bore use, whether per person or per domestic
bore, is well below the licensing threshold and, therefore, the licence fee would be nil under the
current schedule of fees. With due consideration to costs and benefits of licensing bores, this
would indicate that costs for licensing domestic bores would outweigh benefits. The DoW thus
advises against the licensing of residential bores drawing from an unconfined aquifer because to
do so would:

significantly increase the resources required to licence and police over 170,000 garden
bores across the State (an additional $30 million may be required annually)...[and would]
be unlikely to provide better management outcomes.®®

The DoW is of the view that the use of residential bores is better managed by regulating with
restrictions, rebate schemes which monitor the impact and suitability of installation, and
improving community education and awareness.®® It claims it has developed a management
approach to residential bores that incorporates:

o identifying the areas that are not suitable for the installation of more garden bores
and discouraging the drilling of garden bores in those areas

e encouraging the drilling of more garden bores in suitable areas through a rebate
scheme

e controlling the overwatering habits of garden bore owners by restricting the times
and days of watering

e continually monitoring the unconfined aquifer being tapped by garden bores
e accounting for the water used by garden bores

e undertaking information and awareness campaigns on the proper use of garden
bores

e undertaking surveys to understand and quantity the community’s attitudes to
garden bores and their watering habits

859 ibid. p9.

860 Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,

15 January 2008, pp8-9.

861 Ms Elizabeth Western, Manager, Water Licensing, Department of Water, Transcript of Evidence, 24 January
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862 Submission No. 29 from Department of Water, 21 December 2007, p25.
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e giving consideration to a possible register of garden bores.®*

In order to further manage bore installation, the DoW advises that ‘it is proposed that the garden
bore rebate will not be available in areas identified as unsuitable for additional garden bores. It

will not prevent the sinking of more bores in these areas but it is a disincentive’.*®®

The DoW'’s policy on bore management appears to be based largely upon recent studies of the
status of Perth’s groundwater conducted by the DoW. These studies conclude that the garden bore
extraction is not a major factor influencing the groundwater table levels in the Perth metropolitan
area. Rather, the major factors are climate change (i.e. reduced rainfall), location and the depth of
drains, and plantations.®®

(b) Fee Equity and Non-Discrimination

The second main issue raised in the Inquiry with regards to the licensing of domestic bores was
the perceived equity (or otherwise) of charging some users and not others. While the arguments
around equity are valid and must be stated, it is important to remember, as noted in the comment
from Irrigation Australia - WA Region above, that any volume of annual water use under 1500 kL
is not required to be licensed, and that domestic bore use by the average domestic bore owner
would be substantially less than this amount.

Again, the argument is at times along the urban/rural divide. The Shire of Manjimup submits that
the proposed system will produce inequities ‘between those in country districts and those in
Metropolitan areas’.®®” There is feeling that metropolitan bore users are cross-subsidised because
‘country land owners use water from dams they have constructed at their own expense’ whereas
water users in metropolitan areas ‘are subsidised by Government ... to construct bores to reticulate
private gardens with water that is neither regulated, nor any charge levied so as to reduce the use

of reticulated water from mains’ supply’.2%®

This country/city divide is also evident in the Alliance’s submission. This group suggests that:
if the State government is in fact committed to the principle of “fair and equitable

management for all users” then access at no cost to the unconfined aquifer needs to be
addressed, given the environmental pressures faced in this area.

864 Submission No. 29 from Department of Water, 21 December 2007, p27.

865 Submission No. 43 from Department of Water, 7 February 2008, p8.

806 Submission No. 43 from Department of Water, 7 February 2008, Attachment 5; Department of Water, Water

Level Monitoring Results for the Superficial Aquifer in the Perth Urban Area, Government of Western
Australia, Perth, September 2004, p25; Department of Water, Assessment of the Declining Groundwater
Levels in the Gnangara Groundwater Mound - Hydrogeological Record Series, Report HG14, Government
of Western Australia, Perth, January 2008, p26.
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Clearly there will be pricing issues involved in this, given that each residence will be using
650 kL/year (average figure) however the current system clearly creates a differential
between city and country, which we believe is inequitable.®®®

The Pastoralists and Graziers Association also sees the subsidy provided to metrog)olitan users for
putting in bores as ‘another inequity between rural and metropolitan water users’.*”® The Shire of
Manjimup supports the licensing of domestic bores because ‘water is an issue affecting all” and “if

there is to be a licence regime, it should apply to all. It is either all in, or it is not’ 2"

The Alliance also argues that residential bore owners and other previously exempt water users
should be licensed and pay a fee because:

it is simply inequitable that farmers be solely responsible for the funding of a licensing
system that will benefit the entire community.®?

Similarly, the Scott River Growers Group suggests that:

The proposed fees are discriminatory in that they are not applicable to all bore or dam
owners. Metropolitan and non-commercial users are exempt.®”

The Marron Growers Association argues that:

it is difficult for farmers to accept that a quarter acre block is permitted to take unlimited
water at no cost for unproductive use when they must pay a license (sic). The concept that
the urban bore owners are somehow ““‘good” for the environment and rural water users
are “evil” is also difficult to accept. Equity would be served if all had to pay.®™

However, Harvey Water contends that basing arguments for the licensing of urban backyard bores
on ‘some form of equity between small rural water users and urban users’ is not really ‘a rational
basis for licensing and in a sense equates to the radio licenses that used to exist and for which
people can reasonably ask “Why?”*®”®> Rather than using water for economic benefit, urban water
users generally use their bores to water their garden and other domestic purposes. Furthermore,
‘because the volumes used are relatively small’, domestic bore owners do not compete with their
neighbours for the water supply in the same way that rural users do.2”® Harvey Water suggests

869 Submission No. 18 from The Alliance, 7 December 2007, p8.

870 Submission No. 26 from Pastoralists and Graziers Association, 12 December 2007, p2.

871 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
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that if all urban bores were licensed, ‘then for equity reasons you would also have to license just

about every water user in the state and that is just plainly silly”.2”’

The arguments against the introduction of licensing of currently exempt bores based upon a notion
of equity are essentially the same as those raised in the previous section on good management and
sustainability. As Irrigation Australia - WA Region states:

While some individuals and organizations have argued for licensing of all residential bore
owners, the associated cost and bureaucratic complexity would be debilitating especially
when we face a skills shortage in the water sector.®®

This organisation suggests that the rationale for licensing should be the adding of value to the
management of water resources and that it should be only introduced where it makes sense on a
triple bottom line basis.?”

The South West Development Commission supports the exemption from licensing of ‘small
“backyard” non-commercial bore holders’.2° The Commission maintains that licensing such bore
holders “‘would impact upon many water licence users within the South West who primarily use
water for stock and garden purposes’®* which, in itself, could also be seen to pose another set of
problems.

The Co-operative submits that consideration for licensing of currently exempt arrangements

should be given ‘where there is a genuine need for some form of ongoing regulation’.®

The Committee is of the view that adequate resourcing of monitoring should be ensured. In
addition, the Committee believes that any dramatic change in climate or other factors such as
salinity increases should lead to reassessment of the situation.

(c) Summary of Rationale for Exemption of Certain Bores

In essence, the rationale for the licensing of water is to enable the DoW to ‘actively manage the
resource and ensure the ongoing, sustainable use of the resource over time’.®® Therefore,

domestic (and stock watering) bores are not licensed for the reasons listed below.

e The estimated use of water by bores is minimal, with estimates able to be calculated by means
other than metering (i.e. surveys).?®
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These bores are ‘scattered’ state-wide and the administrative burden involved in licensing is
not considered cost-effective, as impact from use is relatively minimal 2%

The cost of monitoring all 155,000 currently exempt domestic bores in Perth is estimated at
$30 million, and these charges would have to be borne by the taxpayer or the bore owner and

would be “prohibitively expensive’.#

The state government is managing the use of domestic garden bores with other mechanisms,
such as restrictions.®’

Domestic bores are not competing with commercial users and thus their impact is not a major
concern from a resource management perspective.®® In fact, they reduce the demand on the
potable scheme water supply and offset the need for developing new water supply schemes.®

Water from domestic bores is untreated and of lower value, providing environmental benefits
and also use water fit for a purpose (for example, untreated groundwater rather than highly
treated and expensive potable scheme water used for watering lawns and gardens).?®°

Bores have a balancing effect, acting as a stormwater recycling system, reducing drainage
requirements around many areas of Perth and counteracting water level rises (during average
rainfall years) following urbanisation that could potentially harm the local environment.®*

The arguments provided by the DoW are generally supported by Irrigation Australia - WA
Region, which argues that the risk posed by residential bores to the environment is low if they are
‘managed responsibly’ and that residential bores can provide positive benefits such as:

o allowing use of ‘second class water for irrigation of lawns and gardens;
e use excess run-off resulting from urbanisation;
e reduced cost of Water Corporation infrastructure;

e reduced demand for potable water.®
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Nevertheless, the DoW does specify that not all areas are suited to the installation of garden bores
due to environmental, hydro-geological and social issues.** Therefore, as discussed above, the
installation of bores is only encouraged in those locations where the DoW considers bores to be
viable and appropriate.

Finding 26

The licensing of all domestic bores would not necessarily lead to improved monitoring and
management of water resources in the state, or be sustainable in the long term.

Finding 27

The indication is that the costs associated with the mandatory licensing of all domestic bores
would far outweigh the benefits of this activity.

Finding 28

In most circumstances, the use of domestic bores can be, and is, adequately managed by
restriction and education.

Finding 29

Licensing of all domestic bores will not necessarily achieve equitable social, environmental and
economic outcomes.

Finding 30

Because of the impact on the local resource certain parts of the state will require different
approaches to the issue of licensing domestic bores.

898 Submission No. 29 from Department of Water, 21 December 2007, p26.

-173 -




ECONOMICS AND INDUSTRY STANDING COMMITTEE
CHAPTER 9

Finding 31

There are benefits in encouraging the use of domestic bores in certain areas, and the licensing of
these bores may prove a disincentive to this practice.

9.3 Plantations

The issue of large-scale plantations was another form of currently non-licensed water use that
submissions to the Inquiry focussed upon. Many noted that plantations, such as the blue gum
plantations in the south west, are causing significant loss of catchment area and ground water, and
consuming huge quantities of water.®®  Submissions suggest that the interception and
consumption of water by plantations, which is not accounted for or calculated, is greater than that
of natural vegetation and, thus, depletes supplies.®*

According to the Shire of Manjimup, plantations may:

intercept some 30% of the water running off the property on which it is established with
predictions in some instances that plantations use most if not all of the water that
penetrates the ground leaving little if any water to recharge underground water bodies.*®

Similar concern was also expressed in evidence during hearings. For example, the Collie Preston
Water Action Group argued that:

certain massive water users are not even considered because, technically, they do not have
dams and do not draw water from the aquifer. These are the large blue gum plantations
and they use an enormous amount of water.®%’

Furthermore, the group suggested that:

if you look at which user is restricting runoff of water down the riverbed, it is mainly the
blue gum plantations. No farmer can pump as much water as these blue gums chew up.
That is why it is said that Australia is virtually exporting water by drawing the blue gums
and shipping them off to Japan.®%

804 Submission No. 1 from Mr G.S. Waugh, 26 November 2007, p1; Submission No. 10 from Marron Growers
Association of Western Australia, 6 December 2007, p2 and 4; Submission No. 26 from Pastoralists and
Graziers Association, 12 December 2007, p2; Submission No. 17 from Shire of Manjimup, 7 December
2007, p3.

89 Submission No. 1 from Mr G.S. Waugh, 26 November 2007, p1; Submission No. 10 from Marron Growers
Association of Western Australia, 6 December 2007, p2 and 4; Submission No. 26 from Pastoralists and
Graziers Association, 12 December 2007, p2; Submission No. 17 from Shire of Manjimup, 7 December
2007, p3.

8% Submission No. 17 from Shire of Manjimup, 7 December 2007, p3.

897 Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p4.

8% ibid., p12.
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Similarly, Harvey Water acknowledged that the issue of plantation water consumption is:

an issue that is Australia wide and very important. They suck up a lot of water. It is rather
like the regeneration of the land Alcoa has mined and regenerated. It is very proud of its
regeneration, but it covers catchment areas for our dams. They create tremendous
regeneration but it stops the flow of water over the land into our dams. We have had
discussions with them about the consequence for us. They have done a job, but like
everything, nothing exists in isolation; so many things are interlinked.®*

This is also the position of the Shire of Manjimup:

Our position is clear. Compared with an open paddock, a plantation will reduce the water
flow by about 30 per cent. | got that figure from a Department of Water document.
Plantations consume a lot of the groundwater, so there is a drying out effect as well. You
do not get a recharge, although the research that I have seen suggests that it does not go
into the groundwater system. It goes down only 20 or 30 feet. What is happening is that it
is drying that out so that when it rains heavily, all of that water is just soaked up again and
you do not get run-off. This is having a profound effect on downstream water quantity.
No-one will debate or argue at our end that plantations do not address salinity and water
quality; they do. However, they are affecting water quantity.*®

Submissions argue that as large, silent users of water, with potentially huge impact on the
availability of water for other users, plantations should be licensed.®™ A landholder in the Gingin
area suggests that:

where there are agricultural tax schemes for tree farms and massive olive orchards,
sandalwood plantations, almond orchards or any scheme which is tax rebate funded, they
should all pay a license (sic) fee because they use a lot of water and not always wisely.**

Similarly, the Shire of Manjimup stated that:

they [plantations] should be licensed. If a downstream dam is licensed and a plantation is
going to be plumped upstream - [...] They should go through a licensing system. If the
downstream dam’s water licence cannot be satisfied because of the plantation going in,
then that plantation should be refused.®

899

900

901

902

903

Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p11.

Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
pl2.

Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p10;
Submission No. 1 from Mr G.S. Waugh, 26 November 2007, p1.

Submission No. 6 from David W. Robinson, 3 December 2007, p2.

Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
pl2.
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The Collie Preston Water Action Group also argued that, as large users of water, blue gum
plantations should be licensed, particularly as small users are not, and stated that they ‘wonder
about the current situation whereby the very small user is levied and the big one is not’.%*

The Pastoralists and Graziers Association suggests that if the licensing fees implemented were
‘not fair’ they would force farmers out of primary produce farming and into plantations where no
fees are payable.®®® Should this eventuate, the capacity for such plantations to extract water would
have an enormous impact on the water resources of an area. The Shire of Manjimup also
expressed concern about blue gum plantations in this regard as it requires the Shire to make a
planning decision in approving plantations:

There seems to be a gap in the water planning fabric. We deal with it at the coalface. |
have a thick file on one property. The owners of the property had a water licence for their
property, but a plantation went in upstream and they are now not getting water through to
their dam[...]

Every time they go to anyone, they are turned away and told that it is bad luck and that
plantations do not require a water licence. We are being asked to make planning decisions
in approving plantations. We do not have the in-house expertise to model what the effect
could be. There is a department called the Department of Water that does have that
expertise, yet it does not get involved with plantations - it refuses to get involved.*®

The Conservation Council pointed out that plantations are useful in certain circumstances where
their establishment is a result of ‘good catchment management planning’.*®” Therefore, whereas
plantations such as the pines in Gnangara are damaging and stop infiltration of water almost
entirely, the Conservation Council hoped that with good planning ‘the majority of blue gum
plantations would be in areas where groundwater table rises are such that the plantation is actually

having a beneficial or equilibrating impact on the whole catchment’.*®

While being critical of planning decisions that have led to the establishment of plantations in the
south west, the Collie Preston water action group also recognises that there are some areas in
which blue gum plantations play an important role in lowering the water table, although this is
‘not the case in large areas of the south west’ .

904 Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p10.

905 Submission No. 26 from Pastoralists and Graziers Association, 12 December 2007, p2.

906 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,

pl2.

oo Mr Christopher Tallentire, Director, Conservation Council of Western Australia Inc., Transcript of Evidence,

31 January 2008, p3.
908 ibid.

909 Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p5.
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The issue of plantations is expressly mentioned in the National Water Initiative (NWI) which
states that plantations and their impact should be recognised and taken into account. The NWI
directs that parties to the agreement should:

recognise that a number of land use change activities have potential to intercept
significant volumes of surface and/or ground water now and in the future...activities that
are of concern, many of which are currently undertaken without a water access
entitlement, include...large-scale plantation forestry...[and] if these activities are not
subject to some form of planning and regulation, they present a risk to the future integrity
of water access entitlements and the achievement of environmental objectives for water
systems. The intention is therefore to assess the significance of such activities on
catchments and aquifers, based on an understanding of the total water cycle, the economic
and environmental costs and benefits of the activities of concern, and to apply appropriate
planning, management and/or regulatory measures where necessary to protect the
integrity of the water access entitlements system and the achievement of environmental
objectives.”

The need for research and co-ordination under the NWI was recognised in 2005, in part, by the
formation of the Plantations and Water Roundtable, which was an industry response by Tree
Plantations Australia to the identification in the NWI of ‘large-scale plantation forestry as a land
use change that has the potential to intercept significant volumes of surface and/or groundwater
now and in the future,” and the emphasis placed in the NWI on planning and management of such
water use.”™

Amongst other actions, the industry group formed out of the roundtable resolved to recommend to
the jurisdictions drafting their implementation plans under the NWI that:

a simple approach is taken at the present time. That is, plantation forestry is treated in
accordance with the principles and objectives of the National Water Initiative (NWI) and
there needs to be a clear recognition of the environmental benefits that can be provided by
plantations.®*?

In-depth research has been conducted in recent years in regards to plantations and their use of
water. While too detailed to be discussed fully in this report, research such as this should be
considered for future discussion and planning.®*® To take a relevant example, CSIRO scientist Dr
Richard Benyon found that while trees over a shallow water table tap into groundwater reserves,
this is not the case for trees over deep water tables. There are region specific findings establishing

910 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p9-10.  Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

o Tree Plantations Australia, ‘Plantations and Water Roundtable Summary’, April 2005. Available at: http://
www.nafi.com.au/waterroundtable.html. Accessed on 5 February 2008.

9 ibid.

o8 For further detail see the list of references supplied in: Submission No. 42 from Shire of Manjimup,
4 February 2008.
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‘that groundwater usage by plantation trees varies greatly depending on conditions’.®**

Plantation and water use research also appears to be coordinated across state and federal
governments and industry; for example, there are studies conducted under the Plantations 2020
Vision Strategy, an initiative that involves community, industry and environment.®*®

The Conservation Council argued that highlighting the issue of plantations in a Council of
Australian Governments (COAG) level document such as the NWI ‘demonstrates the need for a
broader-scale strategic approach to the usage of blue gum or other large-scale plantations across
Western Australia’.”*® As stated above, what may be appropriate as determined by good
management in one area may not be such in another, and thus to simply state that all plantations
should be licensed would expose the state to the dangers of adopting a “one size fits all’ approach

in relation to plantations.

It appears to the Committee that planning and recognition of water use by plantations, rather than
the existence of large scale plantations themselves, is where the issue lies. Currently, the biggest
barrier to licensing plantations is that, unlike domestic bores which are intentionally exempt from
current licensing practices, if the DoW wanted to license plantations it is not legally able to. The
Rights in Water and Irrigation Act 1914 (RIWI Act)is the current legislation governing water
licensing in the Western Australia. Part 111 of this Act, and in particular sections 5C, 26D, 11, 17,
and 21A, have application to the establishment of a water resource management scheme and
licensing. While this Act shows great foresight on behalf of the legislators of the time, plantations
understandably are not expressly considered therein. Thus plantations cannot be regulated under
the current licensing regulations as these relate only to the RIW Act. The Committee is aware of
the water-related legislation review and reform that is currently underway in Western Australia.
However, at this stage it is unclear to the Committee what may be contained in the new legislation
specifically in relation to plantations. Nevertheless, regardless of whether plantations are
managed under a licensed entitlement or a water access entitlement to a share in the consumptive
pool covered by a particular statutory management plan, provision needs to be made in legislation
to allow appropriate management of this particular type of water interception.

The DoW advises that it is working on an approach to incorporate plantations into water
management decisions, while recognising the complexity of some of the issues involved. It also
advises that the lack of scope in the current legislation is being addressed in the new Water
Resources Management Bill.*’

o CSIRO, *Measuring the Water Use of Plantation Trees’, nd. Available at: http://www.csiro.au/science/

ps9p.html#B2. Accessed on 6 February 2008.

Plantations 2020, ‘The 2020 Vision’, Available at: http://www.plantations2020.com.au/vision/index.html.
Accessed on 6 February 2008.

Mr Steven McKiernan, Water Policy Officer, Conservation Council of Western Australia Inc., Transcript of
Evidence, 31 January 2008, p3.

Submission No. 43 from Department of Water, 7 February 2008, pp8-9.
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Western Australia’s Implementation Plan for the National Water Initiative does address
interception activities such as plantations.®*® The implementation plan specifically mentions
plantations as one of the water interception activities that will be assessed, along with changes in
land use, drainage issues and others. It states that:

interception in a water management area will be assessed as part of the planning program,
with local rules for interception in the area set through that process.

It is anticipated that at the time of the formation of the consumptive pool during the
planning process, the effects of all existing forms of water interceptions would be
accounted for, and interception thresholds set for each type of substantial interception
activity.**

This suggests that plantations, as an existing form of water interception, will be accounted for and
factored into the development of statutory management plans on an area by area basis. NWI
principles also mean that the principle of cost recovery would apply to plantations and their use of
water, whether this occurs under a licensing system or a consumptive pool situation within a
statutory management plan.

Finding 32

Plantations intercept significant amounts of water. This may be beneficial in some
circumstances, but detrimental in others.

Finding 33

Current legislation does not allow the Department of Water to license plantations.

Recommendation 21

The Department of Water develop a system of water accounting for plantations with a view to
regulation and licensing.

918 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p36-40.
oL ibid., p38.
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Recommendation 22

Plantations should be incorporated into statutory management plans for an area.

Finding 34

Legislation under development needs to allow for appropriate management of water interception
by plantations.

Finding 35

Local government has, and should continue to have, a planning role in the establishment of
plantations.

Recommendation 23

As a matter of course, local government should be involved in the development of the statutory
management plans.
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CHAPTER 10 WATER HARVESTING INFRASTRUCTURE
COSTS

It is clear that landholders in Western Australia expend significant sums of money in developing
water supply infrastructure on their properties. According to the Manjimup and Pemberton
Landowners, ‘there is approximately $100 million privately invested in “farm dam” infrastructure
vital to over $150 million in annual agricultural production which is the major employment base
in the Manjimup and Pemberton area’.”?° A landholder in the Nannup area also draws attention to
the amount of money invested in farm dam capital costs, stating that his ‘dam and infrastructure
has been a capital cost in excess of $100,000. On going maintenance and depreciation of the
infrastructure costs about $5000 per year’.’*  The Western Australian Fruit Growers’ Association
also advised that self-supply water users “have had to put up big sums of money’ to put their bores
and dams in place.”” The 200 licence holders in the Pemberton management district have
endeavoured to ‘maximise the on-farm storage of dams’ in an effort to drought-proof their
properties and to increase their crop options. The Western Australian Fruit Growers’ Association
suggested that:

the cost of those dams is between $150 million and $200 million. Those 200 landowners
and horticulturalists expended between $150 million and $200 million of their own money
to put those structures in place to deem that they had drought-proofed themselves. They
had sufficient water to reduce the risk of running out of water.**®

The resources sector also draws attention to their investment in water supply development, stating
that a 2004 regional minerals programme study estimated that ‘investment in water supply
development by the industry is in excess of $700 million, with annual operating and management

costs exceeding $100 million’.%**

Part of this Inquiry is to determine what recognition needs to be given to the cost incurred by
landholders in harvesting water, including dam construct costs.

10.1 Landholders Infrastructure Costs

Throughout evidence to the Inquiry there were calls for recognition of landholders’ water
harvesting infrastructure costs on the basis that a license fee penalises those self-supply
landholders who have already invested in water infrastructure and that such investment is not
recognised in the licensing regime.

920 Submission No. 3 from Manjimup and Pemberton Landowners, 28 November 2007, p3.

9zl Submission No. 9 from The Scott Family, 6 December 2007, p1.

922 Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence,

8 January 2008, p3.

Ms Diane Fry, Farmer, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8 January
2008, p4.

Submission No. 30 from Chamber of Minerals and Energy, 14 December 2007, p3.

923
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A number of submitters believe simply that all fees penalise producers or do not recognise the
contribution self-supply water users make to infrastructure. For example, the Scott River Growers
Group argue:

there is no distinction between the lodgement of the fees on public and private
infrastructure. Private water suppliers have put millions of dollars into infrastructure
whereas taxpayers have paid for public infrastructure.®”

Similarly, the Marron Growers Association of Western Australia submitted that marron growers
‘have invested substantially in private infrastructure to ensure a secure water resource’.’® This
association asserts self-supply producers are, in fact, ‘self providers’ of ‘privately held national
assets for water storage’.®*’ They further argue that growers ‘in the industry that provide their
own infrastructure for water have difficulty accepting the terminology “services provided to water
users””.%® They suggest that ‘self funded providers of water infrastructure have the value of this
private investment recognized within any licensing regime’ and that ‘the licence charges imposed
on privately funded water resources should reflect the value of the private investment’.*?® The
Aquaculture Council of Western Australia ‘concurs with the MGA submission” in this regard.**°

A landholder in the Manjimup area submits that:

property owners in high rainfall areas have paid a large premium to obtain land that
included the water asset and then made additional substantial investments in infrastructure
to harvest water. Any additional cost would be grossly unfair in these circumstances and
would amount to being charged for the rain that falls on private property.**

This landholder recognises that licensing would be appropriate where ‘water originates from
outside the property and infrastructure is supplied by the property owner’.*¥? In this circumstance,
he suggests that:

the water should be regarded as public property and licensing would be appropriate,
however the cost should be kept to a minimum in recognition of the investment made to
harvest the water and the contribution to the economy resulting from the activities
undertaken with the water.%*®

925 Submission No. 7 from Scott River Growers Group Margaret River Region, Inc., 3 December 2007, p2.

926 Submission No. 10 from Marron Growers Association of Western Australia, 6 December 2007, p3.
92 ibid.

928 ibid., p5.

929 ibid., p3 ands.

930 Submission No. 21 from Aquaculture Council of Western Australia, 7 December 2007, p6.
o3 Submission No. 13 from Mr S. Newbold, 6 December 2007, p1.

92 ibid.

93 ibid.
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This person feels that very few farmers ‘are against water control in principle and most will

support a system that is fair and recognises private investment at a reasonable cost’.**

In addressing the issue of recognition of landholders’ water harvesting costs, the Department of
Agriculture and Food acknowledges that such costs vary significantly across regions and
according to the nature of the activity conducted. It argues that ‘producers who have invested in
the security of supply for their own water supply should not be penalised for their investments’ **°

the implication being that fees would constitute a penalty.
The Shire of Boddington also opposes the application of fees to self-supply water users:

Council believes it would be inequitable for primary producers, who have constructed
dams on their properties, to need licensing and to pay for the privilege of having a dam,
despite its size.”®

Similarly, the Pastoralists and Graziers Association opposes the payment of fees for properties
with privately funded infrastructure. The Association advises that ‘it is unreasonable for rural

landholders to face paying fees after they have self financed this infrastructure’.%*’

The Shire of Yilgarn submits that broad acre landholders should be exempt from licences (and
fees) for self-supply catchment dams and for the extraction of water via bores as the *‘majority of

these are not drawing water from aquifers’.%*®

The resources sector, which presents with different circumstances and issues, also call for
recognition of their contribution to investment in water resource management. Rio Tinto Iron Ore
submits that it:

often undertakes significant investment in its own water resource exploration,
investigations and sustainable management practises (sic). There is no recognition in the
structure of the annual administration fee proposed by the Government of this ongoing
investment in water resource management.®*

It is important to Rio Tinto Iron Ore that ‘water licence administration fees are reflective of the
specific water resource management needs and costs faced by the mining industry in the
Pilbara’.®*® The Chamber of Minerals and Energy (CME) submission states that the resources
sector makes significant contributions to water resource exploration and management and cites a

%34 ibid.

98 Submission No. 15 from Department of Agriculture and Food, Government of Western Australia,

7 December 2007, p3.

96 Submission No. 25 from Shire of Boddington, 11 December 2007, p1.

7 Submission No. 26 from Pastoralists and Graziers Association, 12 December 2007, p3.

98 Submission No. 35 from Shire of Yilgarn, 7 January 2008, p1.

939 Submission No. 20 from Rio Tinto Iron Ore, 7 December 2007, p7.

940 ibid.
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2004 regional minerals programme study that estimated that the industry invested over $700
million in water supply development, incurring costs of over $100 million.*** Drawing attention to
resource sector’s large investment in water supply development, the Chamber argues that the
sector is already operating on a user pays basis because:

this expenditure extends to the exploration and quantification of the resources the industry
needs, as well as substantial investment in infrastructure required to obtain the water and
various investments in sustainable water resource management practices.**

The Chamber recognises that in some cases the sector does extract water from a shared resource
but argues that in such cases ‘more intensive monitoring and management by mining industry
users already subsidises adjacent users in the broader management of the resource’.®®
Furthermore, it suggests that due to the remote locations of those in the resources sector, service
delivery by government is ‘relatively limited, and is unrelated to the volume of water allocated to
those operations”.”* It therefore calls for ‘recognition that some private sector users are actually
contributing to the store of knowledge about a resource. There needs to be credit for this explicit

in the charge system’.**

While there is no doubt that considerable private investment is made in water supply
infrastructure, the arguments for this investment to be recognised in the licence administration fees
indicates a general confusion around the purpose of the fee. Submissions, generally, call for
recognition of water resource management costs in a schedule of fees that specifically relates only
to the administration of licences to take water in accordance with the Rights in Water and
Irrigation Act 1914 (RIWI Act). As the Department of Water (DoW) states:

water licence administration fees only contribute towards the cost of administering the
water licensing system. Expenditure by licensees on harvesting water does not reduce the
cost of the licensing system. It would be inappropriate for the amount of a licence fee to be
reduced because of funds spend by a landholder in harvesting water.?*

On this issue, Mr Jeff Camkin, who has been involved in past debates regarding recognition of
water harvesting costs, advised that:

these sorts of costs of the bores, pipes and dams of self-suppliers are equivalent to the
costs incurred by water service providers in building bores, pumps and dams. In the case
of water service providers, they are the costs of providing them to towns or individuals.
Those costs of water service provision are recovered through the water service charges
that we all get sent. In self-supplying situations, they are paid for by individuals through

o Submission No. 30 from The Chamber of Minerals and Energy, 14 December 2007, p3.

942 ibid.

943 ibid.
944 ibid.
945 ibid., p5.

946 Submission No. 29 from Department of Water, 21 December 2007, p28.
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their own investment. They are just the costs of capturing and moving water; they are not
the costs of water resource management. The two are very different. In some ways, it is a
bit of a furphy to tangle them up. It is better to keep those costs separate; that is, the costs
of moving and putting water where you want it, as opposed to the costs of supporting the
ability to do that through good water resource management.**’

Given that the schedule of fees that is the subject of this Inquiry are for the administration of
licences, it would not be appropriate for a water resource management cost to be recognised in
fees intended to recover only those costs. However, the Committee is mindful of the water
resource management work that is undertaken by some water users on behalf of the DoW and the
costs that these licensees incur. For example, as Mr Camkin suggested:

a large mining company, for example, might be required to investigate the water resource
of an area in the Pilbara or wherever, whereas a small licence applicant in, say, Gingin
may not be required to do the same sort of work. There might be a better understanding of
water that the small licensee is applying for that has been gathered over the years through
monitoring and reporting. There are some considerations there as to what you include in
the cost structure and whether you recognise the contributions that some of those big
companies make to understanding the water resources of the state.*®

Similarly, while Irrigation Australia does not support the financial recognition of the costs of
water harvesting, it does recognise that some landholders, during the course of their business
activities, incur water resource management costs such as the collection of essential water
management data, and deliver a public and/or environmental benefit.**® This organisation
suggests that if these landholders are DoW approved and accredited, they should be given a
‘realistic monetary value’ and treated as an outsourcing of a portion of water management.” It is
suggested that this allows for the clear separation of licence administration fees and water resource
management charges.”!

While this issue generated calls for the recognition of water infrastructure costs, it also elicited
responses voicing strong opposition to any such recognition. For example, Harvey Water submits
that ‘it is hard to think why self-supply land owners should receive recognition for costs involved
in harvesting water”.%? The cooperative argues that:

every licensed user pays a cost of this kind. For example bores and their operating costs
are of the same ilk as dam construction costs. Irrigation utilities such as Harvey Water
pay a cost for the service it obtains from storing its water in the dams, all of which are
owned by Water Corporation. Harvey Water pays a fee for the operating costs of the dams

i Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p9.

8 ibid.
949 Mr Douglas Hall, Industry Development Officer, Irrigation Australia, Transcript of Evidence, 15 January
2008, p7; Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p5.

Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p5.
%1 ibid., p6.
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and also for the maintenance of dams in a safe operating condition, consistent with the
other risks and costs borne by society in general.**®

Harvey Water does ‘not see that people who are self-storers need to benefit because they built the
dam, or somebody who has a bore has to pay the cost of the bore,’®* and suggests that it is not
equitable to recognise the costs of some water users and not others such as the Water Corporation
which ‘must pay for the dams they build and operate’.**®

Irrigation Australia - WA Region is similarly adamant on the non-recognition of such costs. It
submits that:

IAL-WA does not believe that costs incurred by landholders in harvesting water should be
taken into consideration. These are business decisions taken by landholders in how they
will operate their business. These choices could be sound business decisions or otherwise.
956

This position is also adopted by the DoW:

The licensee also derives a benefit, in many cases a financial gain, from the works utilising
water vested in the Crown and it is therefore reasonable to expect that they should
contribute to the costs of licence administration.®’

In evidence, Irrigation Australia -WA Region suggested that ‘infrastructure costs of collecting
water’ were associated with some of the arguments concerning fees, but advised that their position
was that “the infrastructure costs of collecting water are a business activity’.”*® Irrigation Australia
suggests that to recognise water harvesting costs via financial consideration may actually reduce
cost recovery and this ‘would amount to subsidization of a business operation’.®® Therefore, to
avoid such cross-subsidisations, Irrigation Australia argues that the state government must
implement a cost recovery framework that meets the state’s National Water Initiative (NWI)

obligations.*®

While the City of Perth argues that no licence fee should apply to landholders who harvest water,
it does acknowledge that ‘the construction of farm dams should be recoverable through the

93 ibid.
94 Mr Geoff Calder, General Manager, Harvey Water, Transcript of Evidence, 8 January 2008, p11.

95 Submission No. 16 from Harvey Water, 7 December 2007, p6.

956 Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p5.

97 Submission No. 29 from Department of Water, 21 December 2007, p28.
958 Mr Douglas Hall, Industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,
15 January 2008, p6.

Submission No. 19 from Irrigation Australia - WA Region, 11 December 2007, p5.
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taxation system as it enhances the productivity of agricultural land and the growing of food for the
Australian population’.?®

As reference to the Income Tax Assessment Act 1997 reveals, ‘primary producers may claim a
deduction for capital expenditure of water facilities’.®> This deduction, which is allowed over
three years, applies to expenditure:

on the construction, manufacture, acquisition or installation of “plant” (117-040) or a
structural improvement for the purpose of conserving or conveying water for use in
carrying on a primary production business conducted by the taxpayer on land in Australia.
... Water facilities also include dams, earth tanks, underground tanks, concrete or metal
tanks, tank stands, bores, wells, irrigation channels or similar improvements, pipes,
pumps, water towers and windmills or extension to any of these.*®

Finding 36

Arguments for incorporating recognition of water harvesting costs into water licence
administration fees confuse licence administration fees with water resource management
charges.

Finding 37

The committee recognises the considerable infrastructure investment that self suppliers,
including those in the mining and resources sectors, often make.

Finding 38

Construction of commercial water supply infrastructure is a business decision.

%1 Submission No. 12 from City of Perth, 6 December 2007, p2.

%2 Sections 40-515 to 40-575 Income Tax Assessment Act 1997 (Cwilth), C2008C00004 (No. 38, 1997). See
also: ‘Primary Production Concessions’ Chapter 18, 2007 Master Tax Guide, CCH Australia Ltd.

‘Primary Production Concessions’ Chapter 18, 2007 Master Tax Guide, CCH Australia Ltd, 118-080.

963
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Finding 39

Capital costs of water supply infrastructure constitute deductible expenditure under the Income
Tax Assessment Act 1997.

Recommendation 24

The costs incurred by landholders in harvesting water, including dam construction costs should:
e not be considered in the determination of the licence application fee;
e not be considered in the determination of the licence administration fee;

e but should be considered in applying future resource management charges.

Recommendation 25

The Department of Water develop a means of valuing and acknowledging infrastructure
investment.
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CHAPTER 11 NATIONAL WATER INITIATIVE PROVISIONS
FOR A RANGE OF LICENSING SYSTEMS

Term of reference seven of this Inquiry directs the Committee to report on the extent to which the
National Water Initiative (NWI) provides for a range of different licensing systems. There has
been some concern expressed in various submissions and evidence that both the NWI and the
State Water Plan 2007 (SWP) do not allow for the range of options necessary in a state as diverse
and unique as Western Australia. In particular, some existing cooperatives are concerned that the
implementation of the NWI in Western Australia will adversely affect what is currently a
functional system for them in terms of water access entitlements. In addition to this, some
submissions ask that consideration be given to local management in a similar arrangement to that
enjoyed by cooperatives. This Chapter documents these issues and concerns, and explores the
range of options possible under the NWI and the SWP.

11.1 Provisions under the National Water Initiative

The NWI is a high level document intended to provide signatories with a best-practice framework
for managing water resources based upon good planning, and to optimise triple bottom line
outcomes. It lists eight key elements that form the basis of outcomes to be achieved under the
NWI.%* One of these outcomes is to provide a framework for water entitlements that achieves:

effective and sustainable resource management, improved environmental outcomes,
providing greater certainty to water users, and an equitable share of water consistent with
its availability.*®

The NWI is not prescriptive in relation to how the states and territories achieve these desired
outcomes. While the Commonwealth government will assist the signatories, the implementation
of the NWI is left up to the individual jurisdictions. This is evident in paragraphs 20 and 22, as
follows:

20. The States and Territories are responsible for implementing this Agreement within
their respective jurisdictions, consistent with their implementation plans (paragraph 9
refers).

22. The Commonwealth Government will assist in implementation of this Agreement by
working with the States and Territories.*®

964 For more detail on the National Water Initiative see Chapter 3.

%5 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p17.

%6 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p3. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water _initiative.rtf.
Accessed on 1 November 2007.
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This provides for enormous flexibility as any type of licensing and water access entitlement
system is able to be designed and implemented provided it complies with NWI principles. That is,
jurisdictions” water management regimes must be based on good planning; they must identify the
amount of water that exists and the property rights of the environment and other users; and, once
identified, they must register those property rights.*®’

The primary form of water entitlement envisaged under the NWI is the water access entitlement as
a share of a consumptive pool.”®® However, a system of water access entitlements is not the only
type of system contemplated.” With specific mention to Western Australia, paragraph 33 of the
NWI provides that the water entitlement provisions outlined therein are subject to the following
qualifications:

i) fixed term or other types of entitlements such as annual licences will only be issued for
consumptive use where this is demonstrably necessary, such as in Western Australia with
poorly understood and/or less developed water resources, and/or where the access is
contingent upon opportunistic allocations, and/or where the access is provided
temporarily as part of an adjustment strategy, or where trading may otherwise not be
appropriate. In some cases, a statutory right to extract water may be appropriate; and

i) an ongoing process will be in place to assess the risks of expected development and
demand on resources in poorly understood or undeveloped areas, with a view to moving
these areas to a full entitlement framework when this becomes appropriate for their
efficient management.®”

As mentioned previously, in effect this means that in some areas of the state, where it makes sense

to do so, ‘existing water licensing arrangements will continue’.%"*

Evidence suggests that people are generally unaware of this flexibility inherent in the NWI. As
demonstrated in section 5 of Chapter 3, a strong theme of concern emerging from submissions and
evidence was that the NWI is based around the Murray-Darling Basin and, therefore, not suited to
application in Western Australia. This concern was voiced, for example, by Harvey Water,
Irrigation Australia - WA Region, Salitage Wines, the Western Australian Fruit Growers’
Association, vegetablesWA, and the Shire of Manjimup. In summary, these organisations felt that
the NWI is a one-size-fits-all framework that would not necessarily be suitable for implementation
in Western Australia, and that the government should ensure that its plans are appropriate for this
state.

967

ibid., paragraph 23, pp3-4.
968 ibid., pp5-6.

99 Submission No. 29 from Department of Water, 21 December 2007, p29.

970 Council of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June

2004, p6. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_initiative.rtf.
Accessed on 1 November 2007.

o Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p14.
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However, there is some recognition of the possible flexibility under the NWI in determining state
regimes. The South West Development Commission notes that the NWI does not prescribe a
definitive regime, but ‘allow[s] some scope for flexibility’.”’”> The Commission states that while
the NWI sets out key principles to be met (‘sound accounting of all water used, robust
measurement and monitoring systems, clear plans for water sharing, compliance, metering, water
use efficiency and overall data collection’®"®), it provides for licensing regimes to be ‘designed to

fit the given circumstances of the particular source being managed’.””*

The Department of Water (DoW) states:

The NWI is sufficiently flexible to provide for a range of water licensing and entitlements
systems. This flexibility, together with the expectation that statutory water management
(allocation) plans will also recognise localised water management issues and responses,
ensures that Western Australia does not have to adopt a ‘one size fits all’ approach to the
future roll-out of water planning and licensing arrangements.””

The NWI’s flexibility is also noted with regards to the resources sector. The Chamber of Minerals
and Energy makes particular mention of paragraph 34 of the NWI which notes the ‘unique
requirements of the resources sector’.”® Parties to the NWI agree that the minerals and petroleum
sectors experience ‘special circumstances’ that ‘need to be addressed by policies and measures
beyond the scope of this Agreement”.””” In Western Australia, these include the poor quality of the
water used (often so hypersaline that there is no alternative use), the regional and remote location
of operations and the relatively short duration of the life of operations and, therefore, water use.*’®

The fact that the NWI specifically mentions Western Australia, and more generally recognises that
there are circumstances which will require tailoring of the NWI to suit regional needs,
demonstrates the intended flexibility of this agreement. It would then appear to be up to those
implementing the NWI to ensure that this implementation is adequately structured to suit those
special circumstances.

Along these lines, Professor Jorg Imberger, Director of the Centre for Water Research,
acknowledged that the NWI was developed with the Murray-Darling Basin in mind, but does not

o1 Submission No. 22 from South West Development Commission, 10 December 2007, p5.

o ibid.
ora ibid.
97 Submission No. 29 from Department of Water, 21 December, p30.

e Submission No. 30 from Chamber of Minerals & Energy Western Australia, 14 December 2007, p4.

977

Submission No. 30 from Chamber of Minerals & Energy Western Australia, 14 December 2007, p4; Council
of Australian Governments, Intergovernmental Agreement on a National Water Initiative, 25 June 2004,
paragraph 34, pp6-7. Available at: http://www.coag.gov.au/meetings/250604/iga_national_water_
initiative.rtf. Accessed on 1 November 2007.

o8 Submission No. 30 from Chamber of Minerals & Energy Western Australia, 14 December 2007, p4.
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disagree with the fact that the NWI can be a useful framework for Western Australia, as long as it
is adapted for use in Western Australia.””

Professor Imberger argues that the timing of implementation, and better monitoring and
measurement of resources are the issues for Western Australia, rather than the amount of
flexibility allowed under the NWI. He stated that the NWI is ‘a good model 10 years down the
track, provided you put the resources into the first three aspects,” namely knowing how much
water there is, the terms of reference, and world changes.’® He argued that we need to take more
time to establish catchment plans through upgrading monitoring, considering trends in climate
change and determining what type of industry the state wants to support. While this will take 10
years, Professor Imberger argued that it will allow Western Australia to obtain its desired
outcomes and principles.”® Data quality was raised as an issue in Chapter 2, with findings there
supporting Professor Imberger’s concerns over availability of sound data.

Finding 40

There is sufficient flexibility within the National Water Initiative to allow Western Australia to
develop a water resource management plan appropriate to conditions and circumstances in this
state.

Finding 41

Issues such as timing of implementation and knowledge of resources will impact on the state’s
ability to develop and implement water resource management plans appropriate to Western
Australia.

(@) The State Water Plan 2007: What is it?

The State Water Plan 2007 (SWP) was developed by the state government to outline the way
forward for water management and reform in the state. This incorporated the signing of the NWI
in 2006 and new approaches to water management, with ‘significant increases in metering and
securing water for the environment and use through statutory water management plans and new

o7 Professor Jorg Imberger, Centre for Water Research, University of Western Australia, Transcript of

Evidence, Thursday, 20 December 2007, p5.
%0 ibid., p6.
%81 ibid., p9.
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forms of entitlement’.*® It is not an action plan in itself, but rather a high level policy document
encapsulating the government’s vision for water management reform.

Actions arising out of the SWP and the NWI are set out in Western Australia’s Implementation
Plan for the National Water Initiative. As outlined by the Minister for Water Resources in the
foreword of the implementation plan, this plan:

shows how the national reform agenda will be applied in Western Australia and sets out
the key timeframes we have for delivery. It is a plan that draws and expands upon...the
State Water Strategy, the State Water Plan, and A Blueprint for Water Reform in Western
Australia.”®

These key documents comprise the foundation of the state’s plan and reform agenda for water
management.

The implementation of the statutory water management plans and new forms of entitlement
envisaged under the NWI and the SWP is wholly dependent upon a statutory framework. As the
Minister for Water Resources states:

implementation of the National Water Initiative in Western Australia will be underpinned
by the legislative reform program. This program will involve a major review of water
legislation in Western Australia and will deliver a streamlined set of legislation for more
effective and efficient water management.*®

Until such time as the legislative process is finalised, it is unclear to many concerned stakeholders
exactly how their water entitlement and usage will be affected. The Pilbara Regional Council
captures this situation in their very relevant comment:

[a]t present, there is a high level of uncertainty surrounding the proposed future
management of water. It is not clear if the Pilbara region is a trading zone within the
definition of the NWI or who holds what water access entitlements in the region. The PRC
also has limited resources; accordingly, comments provided...are provided from an
organization (sic) on a steep learning curve regarding the future management of water.%®

It is unfortunate in some respects that comment received by the Committee based upon an often
misguided perception of precisely how the roll-out of these principles and actions will occur in
Western Australia. This is largely due to a lack of available detailed information, and the ‘steep
learning curve’ referred to by the Council above.

%2 Department of Water, ‘Introduction from the Minister’, State Water Plan 2007, Government of Western

Australia, Perth, 2007, p3.

Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,
Government of Western Australia, Perth, April 2007, p1.

%84 ibid.

985

983

Submission No. 40 from Pilbara Regional Council, 31 January 2007, p2.
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The following comment from Irrigation Australia - WA Region articulates this point extremely
well, while also recognising the time factor as identified by Professor Imberger noted above:

One of the concerns that | have expressed through the whole process, which you have
picked up, is that documents like the blueprint and the state water plan are high-level and
strategic documents. They refer to implementation, but there is a big gap when it comes to
implementing a particular aspect; namely, a licensing framework and its detail. The
problem that people on the ground are having - you hear this from all the major
commodity groups at every state water forum - is that they do not have enough detail.
When people do not have enough detail about what is going to happen, they start to read
things into what may or may not happen. Do not get me wrong - we are supportive of what
DOW is doing and how it is doing it. However, given what is expected of it, it is under-
resourced and that, of course, is related to the time frame. The drivers are driving this
very fast. DOW is under the pump. The more detail that they can present to the
stakeholders, the fewer problems we will have in terms of the implementation and a
resistance to the changes that are being proposed.**

In summary, the SWP has identified the way forward for the state in compliance with the NWI,
but has not identified in sufficient detail particular aspects such as the development of water
access entitlements, the impact on existing licences, licensing arrangements for either form of
entitlement, and the practical ways in which resource management around these will occur.

Finding 42

High level documents such as the National Water Initiative and the State Water Plan 2007 do
not provide a sufficient level of detail to allow key stakeholders to interpret their impact at a
local level.

(b) The State Water Plan 2007: One Size Fits All?

As noted above, the SWP and its implementation plan are high level documents. Furthermore, to
date, Western Australia has not precisely articulated how the SWP will be applied in detail under
the legislation currently being drafted. It is perhaps this lack of information at the detailed level
that had led to a perception that the SWP is, itself, a ‘one size fits all” approach to water resource
management. In recognition of this concern in relation to existing licence arrangements, and in an
attempt to ally some of the fears that exist, the DoW has reassured the Committee that:

the current situation,...will be preserved into the future as well; it is just that we are
offering another form of entitlement under which those things [water and land] are
unbundled. For much of Western Australia, the existing water licensing arrangement will
continue. The new bit that the National Water Initiative asks us to contemplate is the

986 Mr Douglas Hall, Industry Development Officer, Irrigation Australia, Transcript of Evidence, 15 January
2008, p3.
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notion of perpetual water access entitlements issued as a share of a consumptive pool in
those areas in which it makes sense to have those arrangements. In Western Australia,
there may be relatively few of those areas compared with a preponderance of this situation
in the eastern states.*”’

The one size all perception of the SWP appears to be largely influenced by the actions of the DoW
in relation to its implementation of the licensing fee schedule in general. This is clearly the view
of the Collie Preston Water Action Group which suggests that ‘the impression that the one-size-
fits-all strategy is used mainly comes about because that is how the Department of Water comes
across”.”® Of particular concern to submitters is the uniform application of the fee schedule
across the state and the averaging of fees across licensees within each licence class.”® For
example, the Western Australian Local Government Association (WALGA) argues that it is
inequitable that the licensing regime penalises ‘those who are optimising their investment in
extracting maximum value from the resource, as much as those users who are not’.**® The
Association sees this as a ‘one size fits’ approach that ‘appears inequitable, creates perverse
incentives and fails to recognise the considerable financial and technical investment made by

Local Government and expected by the community in the provision of public open space’.**

The Shire of Manjimup is dissatisfied with the lack of variation between approaches currently
taken in the Manjimup area and the rest of the state where conditions are ‘significantly different’,
and argues that:

such a one-size-fits-all approach fails to recognise significant variations in catchment
characteristics in different parts of that Region [South West Land Division] and is far too
broad to be realistic in the approach to be taken. [...] characteristics distinctive to
variations between catchments, higher rainfall districts and the like should be separated
for different treatments.**

The Shire of Manjimup also argued that ‘one policy for the whole state does not make a lot of
sense in an area where a dam is not interconnected’.>

vegetablesWA, while acknowledging that the NWI allowed for the creation of rules and
regulations specific to particular areas, is concerned about the adoption of a one-size-fits-all
approach in Western Australia, stating that ‘in some areas it is “one fixes all”, but they have kind

%1 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January 2008, p14.

98 Mr Harry Ortheil, Farmer, Collie Preston Water Action Group, Transcript of Evidence, 8 January 2008, p13.

989 See Chapter 7 for more detail on perceptions of the licensing schedule.

9% Submission No. 32 from Western Australian Local Government Association, 21 December 2007, p7.
%t ibid.
%92 Submission No. 17 from Shire of Manjimup, 7 December 2007, p2 and 3.

993 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,

p4.
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of abandoned one fixes all, and recognised that one fixes all does not work throughout Australia.

Certainly in Western Australia it does not work”.**

The Alliance argues that ‘a one size fits all approach to water policy and management will
adversely impact on individual self-supply water users, mostly farming families’.”® Water
management and policies need to be provided in a flexible framework, one that can recognise ‘the
different characteristics of water resource systems and the unique needs of the three agricultural
water use and irrigation sectors’, namely irrigation co-operatives, surface/groundwater and river
users and on stream farm dams.”® It should also accommodate the different types of resources
available, that is, shared water resources and contained water resources.*®’

In light of the concern that the NWI is focussed on the Murray-Darling Basin and the lack of
information concerning the finer detail of the implementation of the SWP under the proposed
legislation, some concern by stakeholders is understandable. Given the flexibility allowed under
the NWI, much of this concern should be allayed when the detail is finally publicly known,
providing the resulting system is sufficiently flexible and transparent. That is, the DoW needs to
ensure that the community is well informed and at a sufficient level of detail. As Jeff Camkin
advised:

In my travels, | have picked up a couple of things relating to this that improve the
acceptability of these things; namely, open, transparent demonstration of the costs - in this
case the cost of licensing and also the broader costs of management; and a commitment to
the building of understanding of water resource management services. What are the things
the department and others are currently doing in water resource management? It is a
matter of gradually building the understanding of the community, in particular water
users, about what actually happens. It is not just licensing; it is a much broader range of
services.”®

Finding 43

The same degree of flexibility found in the National Water Initiative is also contained in the
State Water Plan 2007 in relation to current proclaimed areas or those areas covered by future
statutory water management plans.

Jim Turley, Executive Officer, vegetablesWA, Transcript of Evidence, 15 January 2008, p7.
9% Submission No. 18 from The Alliance, 7 December 2007, p2.

996 ibid.

997 ibid., p3.

9%8 Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p4.
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(c) Local Management under the National Water Initiative and the State
Water Plan 2007

The argument for a flexible system in Western Australia is well documented and necessarily
includes some local management of water access entitlement regimes. A report by the Irrigation
Review Steering Committee, which was commissioned by the State Government in 2003 to report
into irrigation practices, found that:

opportunities and mechanisms for extending the self-management of water resources in
areas of high-density irrigated agriculture should be investigated. The creation of
irrigation cooperatives appears to have greatly improved the prospects for efficient water
resourgcgg management as well as benefiting irrigators in each of the four irrigation
areas.

The Government response to this recommendation acknowledged the effectiveness of irrigation
cooperatives to date, with a view to investigating further what types of cooperative arrangements
that could be used in other areas, as well as ‘mechanisms for extending self-management of

water’ 100

Recent information from the DoW seems to support this direction, with allowance under the
Implementation Plan for three forms of water entitlements to co-exist to varying degrees,
depending on the nature of the water resource system. These are:

o water licenses such as those that are currently in place;

e water access entitlements under consumptive pool arrangements; and

e basic rights such as riparian, livestock and non-scheme domestic use. %

Evidence presented to the Committee suggests that there is recognition that the local management
groups or cooperatives appear to be working well at the present time. For example, the Shire of
Manjimup supports local management of local resources, and believes its own current
management arrangements to be effective. The Shire also believes that the state government’s
commendation of its arrangements reinforces its view ‘that it can be left to operate as it does at
present without any of the administrative superstructure that is proposed in the models now being
put forward’.1%? The Shire may well be reassured on this point by the following comment from
the DoW:

999 Government of Western Australia, Government Response to the Report of the Irrigation Review Steering

Committee, Government of Western Australia, Perth, September 2005, p11.
1000 ibid., p11.

1001 Department of Water, Western Australia’s Implementation Plan for the National Water Initiative,

Government of Western Australia, Perth, April 2007, p17; Submission No. 29 from Department of Water,
21 December 2007, p30.

1002 Submission No. 17 from Shire of Manjimup, 7 December 2007, p3.
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in the case of Manjimup, assuming the new legislation is through and assuming the state
has an ability to issue water access entitlements...it would still be the case that the
Department of Water, in consultation with the local community and ultimately the
government, would need to decide what form of entitlements should exist in the Manjimup
area. At the moment...we understand that the Manjimup community are largely quite
happy with their existing licensing water arrangements and...it might well be the case that
a consumptive pool does not work for the surface water in the Manjimup area. It might
well be a preservation of the existing arrangement; in other words licences will continue
instead of water access entitlements being issued.'*”

The example set by current locally managed groups, such as that in Manjimup, is referred to
favourably by other submitters who also call for self management. For example, the Western
Australian Farmers Federation supports local management, stating that:

there are a lot of groups like the Warren Water Management Area Advisory Committee in
the Manjimup area. A new Capel River water user group has also just started in the Capel
catchment, which runs into the back of the Shire of Donnybrook-Balingup as well. There
is a really strong desire from the local community and water users to take over the
management of those water licences as well. The local management groups would look
after the compliance of licence conditions. The Department of Water would do the
assessment of whether a new licence would be granted and then effectively hand over-'9*

Local management of water resources is very strongly advocated by the Western Australian Fruit
Growers’ Association. They argued that they *have been pushing strongly that we have a local
management group, such as the Warren-Lefroy and Preston groups. ... Each group should have a
group of people, who in conjunction with the department, manage that system’.°® While
acknowledging that in some catchments it is more complicated, such as where water is in “fairly
confined areas’, the Association suggested that ‘a management group should run that water under
the guidance and strict rules and direction of the Department of Water and in conjunction with

volunteers. Volunteers have been involved in the Preston and Warren-Lefroy groups’.'%%

There is clearly a strong desire for local involvement in water management, with recognition that a
partnership with the DoW in the management of local water resources would be beneficial to all
parties concerned. This is supported by Mr Jeff Camkin’s advice provided in relation to local
management, and based on his knowledge of systems in South Africa and Brazil. For Mr Camkin,
it is “very much about establishing a structure whereby it is very clear what decisions are made at

the national level and what decisions are made at the state level and the catchment level’ 1%’

1003 Mr Michael Rowe, Manager, Policy Coordination and Reform, Department of Water, Transcript of Evidence,

24 January, p20.

1004 Mr Stephen Dilley, Water Spokesman, Farmers Federation of Western Australia, Transcript of Evidence, 15

Janaury 2008, p9.

1005 Mr Chris Scott, Orchardist, Western Australian Fruit Growers’ Association, Transcript of Evidence, 8
January 2008, p6.
1006 ibid.

1007 Mr Jeff Camkin, Private Citizen, Transcript of Evidence, 20 December 2007, p7.
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Similarly, Irrigation Australia - WA Region suggested there is, perhaps, a ‘need [for] more
flexibility in the way we solve regional problems”.*®®® Furthermore:

generalisations are fine but at the end of the day you need to make assessments on a
regional and local basis because the consumptive pressures will be different; therefore, the
preparedness of the people in that area to bear extra cost, if that is what we need to do to
sort out competition, is going to be different. At the moment it is just a blanket approach
which is not able to take that sort of mosaic into account, | guess.'**

Arguably, local management would allow region sensitive issues such as domestic bores,
plantations, licencing and metering to be addressed within each local area, with decisions made
based upon what is suitable for that area. As revealed in Chapter 9, the licensing and management
of plantations and bore usage, for example, will require quite diverse approaches depending upon
the characteristics of the local catchment area. In some areas bores or plantations may be
encouraged for the overall positive effect they have on the water source, while in other areas they
will not be advisable. Therefore, under local management, types of water interception such as
these could be licensed and monitored, or even disallowed.

An example of this is provided by the Shire of Wyndham-East Kimberley, which, while not
discussing local management per se, does hold that licensing for the taking ground water should
consider the actual ground water aquifer concerned. The Shire notes that ‘in some parts of the
state there are rising ground water tables, despite existing bore use and licences’, and queries the
justification for claims to full allocation of ground water when an “aquifer has a rising water table,
not a static level’; this is the situation in the Ord Irrigation Area at present.’®® The Shire argues
that licensing and fees may discourage, rather than encourage, use of water in such aquifers and

may ‘ultimately cause water logging and salinity problems’.***

Finding 44

Local management is both desirable and possible under the National Water Initiative and the
State Water Plan 2007.

(d) Local Management of Fees

In addition to the argument presented above for self management of catchment areas by local
groups, there is underlying sentiment that management of fees are better suited to local
management and determination, with differing applications depending on the area. There is a

1008 Mr Douglas Hall, industry Development Officer, Irrigation Australia - WA Region, Transcript of Evidence,

15 January 2008, p8.

1009 ibid., pé.
1010 Submission No. 34 from Shire of Wyndham-East Kimberley, 7 January 2008, p1.
1011 H

ibid.
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concern, as previously mentioned above, that the schedule of fees is a state-wide schedule, with
the Shire of Manjimup reporting that the *angst is about how that has been determined and who
has decided it is a fair and equitable way of allocating’.®*> Submissions also discuss the fee
costings with regard to the types of water extraction involved. The Gascoyne Water Co-Operative
is against what it sees as a ‘a one size fits all approach to licensing’ and suggests that licence
administration fees “should fit the type of licence issued and this would be reflected in the type of

installation licensed, the purposes for which the water is used and the capacity to pay’.'%*®

The Scott River Growers Group suggests that fees should be directed toward local management of
local water. Again, referring to some local management already in place, “‘Warren Lefroy, Capel
and Scott River are proposed or already established. Farmers on the Scott Coastal Plains are
already metered and read their own meters’.**** The Alliance also suggests that ‘self supply areas
desire the same opportunity as irrigation cooperatives to collectively manage water at a local level

within an appropriate structure’.*™  Furthermore, it asserts that ‘self management drives

efficiency and is strongly supported by water users and the broader community’.**°

A number of submissions call for recognition of differences between regions, catchments and
aquifers, and for the difference in management costs in each area. There was also a call for
recognition of the limitations of some licences and specific water resource needs in mining areas.
The Gascoyne Water Co-Operative Ltd believes that water resource management charges ‘should
reflect the cost of management within a catchment and may vary widely from catchment to
catchment dependant upon the fragility of the resource in each area managed’.*’ The Alliance
suggests that fees should ‘recognize the differing management requirements/costs between
individual catchments and aquifers’.’*®  Similarly, the South West Development Commission
‘supports the position that all commercial water users should contribute to meet these costs
[overarching catchment/aquifer planning of water resources and licensing] based upon the costs
incurred as they relate to their given aquifer or catchment area’.*** What these submissions may
be addressing are water resource management costs and fees, rather than current licensing
administration fees, which are the subject of this report. Water licence administration fees
necessarily cover the costs of administering the licence, not water resource management.

When looking at management, whether locally or at a state level, it is important to differentiate
between the current licensing fees and potential future water resource management fees. The

lo12 Mr Jeremy Hubble, Chief Executive Officer, Shire of Manjimup, Transcript of Evidence, 15 January 2008,
p10.

1013 Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p3.

1014 Submission No. 7 from Scott River Growers Group Margaret River Region, Inc., 3 December 2007, p3.

Submission No. 18 from The Alliance, 7 December 2007, p8.

1016 ibid.
1017

1015

Submission No. 2 from Gascoyne Water Co-Operative Ltd, 27 November 2007, p1.
1018 Submission No. 18 from The Alliance, 7 December 2007, p8.

1019 Submission No. 22 from South West Development Commission, 10 December 2007, p5.
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DoW implies that fee flexibility will be more likely in place for water resource management and
planning, rather than for licensing, stating that:

variable charging on the grounds of water use and catchment location is more of (sic)
relevant for water resource management and planning rather than the administration of
the licensing regime, where there can exist a considerable difference in the management
requirements. For simplicity purposes and to minimise the costs to licence holders it was
considered appropriate to introduce a standard charge for licence administration fees
across the State.'9

While the DoW does not accept that licence administration fees should reflect local conditions, the
above suggests that the DoW does envisage a system of variable water resource management fees.

These issues are addressed in the recommendations in chapter 4, namely that:

e there be a fixed licence administration fee that simply reflects the cost of administration of
a licensing system; and

e water resource management charges be imposed separately, but not until statutory water
management plans are in place.

1020 Submission No. 43 from Department of Water, 7 February 2008, p11.
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APPENDIX ONE

SUBMISSIONS RECEIVED

Date Received

Name

Position

Organisation

1 | 26 November 2007 Mr Graeme S. Waugh Private Citizen

2 | 27 November 2007 Mr Edward Garrett Chief Executive Officer Gascoyne Water Co-Operative Ltd

3 | 28 November 2007 Mr Neil Bartholomaeus Spokesperson Manjimup and Pemberton
Landowners

4 | 28 November 2007 | John and Jenny Horgan Owners Salitage Wines Pemberton

5 | 30 November 2007 Mr Geoff Shoemark Director Technical City of Geraldton-Greenough

Services

6 | 3 December 2007 Mr David W. Robinson Private Citizen

7 | 3 December 2007 Ms Barbara Dunnet Chairman Scott River Growers Group, Margaret
River Region, Inc.

8 | 5 December 2007 Mr Keiran McNamara Director General Department of Environment and
Conservation, Government of Western
Australia

9 | 6 December 2007 The Scott Family Private Citizens

10 | 6 December 2007 Mr Ron Robertson President Marron Growers Association of
Western Australia

11 | 6 December 2007 Mr Louie Scibilia Private Citizen

12 | 6 December 2007 Mr Doug Forster Director Business Units | City of Perth

13 | 6 December 2007 Mr Steve Newbold Private Citizen

14 | 6 December 2007 Mr Greg Page Private Citizen

15 | 7 December 2007 Mr lan Longson Director General Department of Agriculture and Food,
Government of Western Australia

16 | 7 December 2007 Mr Geoff Calder General Manager Harvey Water
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Date Received Name Position Organisation
17 | 7 December 2007 Mr Jeremy Hubble Chief Executive Officer | Shire of Manjimup
18 | 7 December 2007 Mr Andy McMillan Director of Policy, The Alliance of: The Western
Western Australian Australian Farmers Federation (Inc);
Farmers Federation Potato Growers Assn of WA (Inc);
(Inc.) Vegetable Growers Assn; and WA
Fruit Growers’ Assn (Inc).
19 | 11 December 2007 Mr Greg Stewart Chair Irrigation Australia - WA Region
Mr Doug Hall Industry  Development
Officer
20 | 7 December 2007 Mr Dennis B. Gibson General Manager Water | Rio Tinto Iron Ore
Resources
21 | 7 December 2007 Mr Dan Machin Executive Officer Aquaculture Council of Western
Australia Inc.
22 | 10 December 2007 Mr Don Punch Chief Executive Officer | South West Development
Commission, Government of Western
Australia
23 | 10 December 2007 Mr Lyndon Rowe Chairman Economic Regulation Authority
Western Australia
24 | 12 December 2007 Mr Tony Chafer Chief Executive Officer | Ord Irrigation Cooperative Ltd
25 | 11 December 2007 Mr Peter Bradbrook Chief Executive Officer | Shire of Boddington
26 | 12 December 2007 Mr Ben Thunder Policy Director, Private Pastoralists and Graziers Association
Property & Resources of WA (Inc)
27 | 14 December 2007 Mr Ben Deeley Environmental Officer City of Bunbury
28 | 13 December 2007 Mr Paul Nenke Chair Yabby Producers Association Inc.
29 | 14 December 2007 Mr J. Ruprecht A/Director General Department of Water, Government of
Western Australia
30 | 14 December 2007 Mr Reg Howard-Smith Chief Executive The Chamber of Minerals and Energy
of Western Australia
31 | 19 December 2007 Mr Chris Tallentire Director Conservation Council of Western
Australia Inc.
32 | 21 December 2007 Western Australian Local Government
Association
33 | 3 January 2008 F.B. Ludovico Chief Executive Officer | Shire of Merredin
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Date Received Name Position Organisation

34 | 7 January 2008 Mr Peter Stubbs Chief Executive Officer Shire of Wyndham-East Kimberley

35 | 7 January 2008 Mr Peter Clarke Chief Executive Officer | Shire of Yilgarn

36 | 7 January 2008 Mr Neil Bartholomaeus Manjimup and Pemberton
Landowners

37 | 14 January 2008 Mr Jeff Camkin Private Citizen

38 | 16 January 2008 Mr Clem Kerp Chief Executive Officer Shire of Goomalling

39 | 25 January 2008 Mr Terry J. Dodds Director of Engineering | Town of Port Hedland

Services

40 | 31 January 2008 Mr Adrian Ellson Executive Officer Pilbara Regional Council

41 | 16 January 2008 Mr Geoff Calder General Manager Harvey Water

42 | 4 February 2008 Mr Jeremy Hubble Chief Executive Officer Shire of Manjimup

43 | 7 February 2008 Mr J. Ruprecht A/Director General Department of Water, Government of
Western Australia

44 | 8 February 2008 Mr Steven McKiernan Water Policy Officer Conservation Council of Western
Australia Inc.

45 | 15 February 2008 Mr J. Ruprecht AlDirector General Department of Water, Government of
Western Australia

45 | 21 February 2008 Mr J. Ruprecht A/Director General Department of Water, Government of

Western Australia
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HEARINGS
List of hearings for the inquiry.
Date Name Position Organisation
20 December 2007 Mr J. Camkin Private Citizen
20 December 2007 Professor J. Imberger Director Centre for Water Research,
University of Western
Australia
8 January 2008 Mr Harry Ortheil Farmer Collie Preston Water Action
Group
8 January 2008 Mr Geoff Calder General Manager Harvey Water
8 January 2008 Mr Mark Wilkinson Chairman, Summer Fruit Western Australian Fruit
Growers’ Association
Mr Alan Hill Manager Western Australian Fruit
Growers' Association
Ms Diane Fry Farmer Western Australian Fruit
Growers' Association
Mr Chris Scott Orchardist Western Australian Fruit
Growers' Association
15 January 2008 Mr Jeremy Hubble Chief Executive Officer Shire of Manjimup
15 January 2008 Mr Douglas Hall Industry Development Officer | Irrigation Australia - WA
Division
15 January 2008 Mr Stephen Dilley Water Spokesman WA Farmers Federation

Mr Jim Turley

Executive Officer

vegetablesWA
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Date Name Position Organisation
25 January 2008 Mr Edward Roberts Project Director - Water Law | Department of Water
Reform
Ms Elizabeth Weston Manager, Water Licensing Department of Water
Mr John Ruprecht Acting Director General Department of Water
Mr Michael Rowe Manager, Policy Coordination | Department of Water
and Reform
31 January 2008 Mr Chris Tallentire Director Conservation Council of

Western Australia Inc

Mr Steven McKiernan

Water Policy Officer

Conservation Council of
Western Australia Inc

- 208 -




ECONOMICS AND INDUSTRY STANDING COMMITTEE

APPENDIX THREE

BRIEFINGS
Date Name Position Organisation
28 November 2007 Mr Rob Hammond A/Director General Department of Water
Mr Wayne Tingey A/Director, Water Resource Use Department of Water
Mr Mike Rowe Manager, Policy Coordination and | Department of Water
Reform
6 December 2007 Mr Mike Rowe I\R/I:fr:)erx%er, Policy Coordination and | Department of Water
Mr Chris Ryan A/Manager, Strategic Projects Department of Water
Ms Liz Western Manager, Water Licensing Department of Water
Mr Andrew McTaggart Team Leader, Salinity Recovery Department of Water
17 December 2007 Ms Kerry Olssen General Manager, Water Reform | National Water Commission
Group
Mr Kumar Rasia Team Leader, Water Market National Water Commission
Pricing
Mr Rodney Coulton Water Market Pricing Officer National Water Commission
20 December 2007 Dr W. Cox Private Citizen
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APPENDIX FOUR

LEGISLATION

List of Legislation (or other relevant information) used in the inquiry.

Example:
Legislation State (or Country)
Income Tax Assessment Act 1997 Commonwealth
Trade Practices Act 1974 Commonwealth

Rights in Water and Irrigation Act 1914

Western Australia

Rights in Water and Irrigation Amendment Regulations 2000

Western Australia

Rights in Water and Irrigation Amendment Regulations 2007
(Gazetted 22 June 2007)

Western Australia

Rights in Water and Irrigation Amendment Regulations (No.
3) (Gazetted 28 December 2007)

Western Australia

Economic Regulation Authority Act 2003

Western Australia

Water Services Licensing Act 1995

Western Australia
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APPENDIX FIVE

SCHEDULE OF FEES GAZETTED 22 JUNE 2007

Rights in Water and Irrigation Regulations 2000 Amendments June 2007

Schedule 1 — Fees

Division 1 — Fees for licences and permits
[Heading inserted in Gazette 22 Jun 2007 p. 2882.]

($)

1. Application for a permit (r. 4(1)(c)) or for

amendment of a permit (r. 11) ... ... 200
2. Application for a licence unders 5C (r 19(1)) or

for amendment of a licence under s. 5C (r. 19(2)) ... 200
3. Annual fee for a licence under s. 5C (r. 20(2),

@), (5) —

Class  Water entitlement kL each  Fee ($)

year

1. 1501 — 5000 200

2. 5001 — 50 000 325

3. 50 001 — 100 000 600

4. 100 001 — 500 000 1200

5. 500 001 — 1 000 000 1800

6. 1 000 001 — 5 000 000 2 400

7. more than 5 000 000 3000
4, Late fee for annual licence fee (r. 20(6)) ............... 200
5. Fee for duplicate licence (r. 22(1)) ....c..cceeceveveeeenn... 50
6. Application for approval of transfer of a licence,

water entitlement or agreement referred to in the

Act Sch. 1 cl. 30 (. 28(12)) voovvveveeeeeie e veeeanes 200
7. Application for a licence under s. 26D (r. 33(2)(d))

or for an amended licence under s. 26D (r. 40(d)) .... 200
8. Maximum amount for meter test (r. 44(4)) .............. 500

[Division 1 inserted in Gazette 22 Jun 2007 p. 2882-3.]
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APPENDIX SIX

SCHEDULE OF FEES GAZETTED 28 DECEMBER 2007

Rights in Water and Irrigation Regulations 2000 Amendments December 2007

Schedule 1 — Fees

Division 1 — Fees for licences and permits
[Heading inserted in Gazette 28 Dec 2007 p. 6430.]

($)
1. Application for a permit (r. 4(1)(c)) or for
amendment of a permit (r. 11) ... ... 200

2. Application for a licence unders 5C (r 19(1)) or
for amendment of a licence under s. 5C (r. 19(2)) ... 200

3. Annual fee for a licence under s. 5C until 3 years
after the day on which the Rights in Water and
Irrigation Amendment Regulations (No. 3) 2007
r. 18 comes into operation (r. 20(2), (3), (5)) —

Class  Water entitlement kL each  Fee (%)
year

1501 — 5000 100

5001 — 50 000 150

50 001 — 100 000 250

100 001 — 500 000 700

500 001 — 1 000 000 1 600

1 000 001 — 5 000 000 2 500

5000 001 — 10 000 000 4 000

more than 10 000 000 6 000

4. Late fee for annual licence fee (r. 20(6)) ............... 200
5. Fee for duplicate licence (r. 22(1)) ....cc.ccocvevveeeeennne. 50

6. Application for approval of transfer of a licence,
water entitlement or agreement referred to in the
Act Sch. 1cl. 30 (r. 28(12)) ..cocevevnvvieieiieieeene, 200

7. Application for a licence under s. 26D (r. 33(2)(d))
or for an amended licence under s. 26D (r. 40(d)) .... 200

8. Maximum amount for meter test (r. 44(4)) .............. 500
[Division 1 inserted in Gazette 28 Dec 2007 p. 6430-1.]
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APPENDIX SEVEN

ABSTRACTION CHARGES IN PRACTICE: THE BRAZILIAN
EXPERIENCE

Note: In the electronic version of this report, Appendix Seven appears as a separate document.
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