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Committee met at 9.30 a.m.

CHAIR—I declare open this public hearing of the Senate Rural and Regional Affairs and
Transport References Committee. The committee is inquiring into rural industry water use, and |
welcome everyone here today. It is a public hearing and a Hansard transcript of the proceedings
is being made. The committee has authorised the recording, broadcasting and rebroadcasting of
these proceedings in accordance with the rules contained in the order of the Senate of 23 August
1990 concerning the broadcasting of committee proceedings.

Before the committee starts taking evidence I place on record that all witnesses are protected
by parliamentary privilege with respect to submissions made to the committee and evidence
given. Any act by any person which may disadvantage a witness on account of evidence given
by him or her before the Senate or a Senate committee is a breach of privilege. While the
committee prefers to hear all evidence in public, the committee may agree to take evidence
confidentially. If a committee takes confidential evidence it may still publish or present all or
part of that evidence, to the Senate at a later date. The Senate also has the power to order
production and/or publication of confidential evidence. The committee would consult the person
whose evidence that committee is considering publishing before taking such action.
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[9.31 a.m.]
JAMES, Mr Ross Andrew, Acting Superintendent, Hydrology, Bureau of Meteorology

PLUMMER, Mr Neil, Acting Superintendent, National Climate Centre, Bureau of
Meteorology

STEWART, Mr Bruce James, Assistant Director, National Operations, Bureau of
Meteorology

CHAIR—I welcome our first witnesses today, representing the Bureau of Meteorology, and I
ask you to make a short opening statement.

Mr Stewart—Thank you for this opportunity to appear before the inquiry. Firstly, I would like
to apologise on behalf of Dr Geoff Love, the Director of Meteorology, who is unable to attend
this hearing because of prior commitments. The Bureau of Meteorology is an executive agency
of the Australian government under section 65 of the Public Service Act 1999 and it operates
under the Meteorology Act 1955. The bureau is challenged with meeting the needs of all sectors
of the community and all levels of government for those weather, climate and related services
that are essential to their safety and general wellbeing and for the support of Australia’s overall
social, economic and environmental goals. I am pleased to table today a book for your
information that provides an overview of the bureau’s role and operations and the service it
provides.

Meteorology is of both short- and long-term importance to most aspects of rural water usage
because it represents the spatial and temporal distribution of two key meteorological variables—
rainfall and evaporation—that ultimately determine the availability of the resource. The bureau
has had a longstanding commitment to, and a role in, the assessment and management of
Australia’s water resources, especially following the establishment of the Australian Water
Resources Council in the early 1960s. In fact, Dr John Zillman, who was Director of
Meteorology at the time, served on successive ministerial councils until his retirement in the
middle of last year. He was probably one of the longest-serving members of that set of councils.
The bureau operates the official national rainfall and evaporation networks and collaborates with
relevant state agencies in the operation of stream flow networks. It provides weather and climate
information including both short-term weather forecasts and long-term climate outlooks.

The bureau’s written submission attempts to assist the inquiry by presenting three
complementary cost-cutting perspectives on the influences of meteorological and hydrological
factors and services in relation to rural water usage. Firstly, in section 2 of our submission we
have elaborated on each of 12 of what we believe to be key meteorological and related issues
that are of importance to rural water resources usage in Australia. Secondly, in section 3 of our
submission we have essentially mapped these issues and our views onto the three individual
terms of reference of the inquiry. Thirdly, in section 4 of our submission we have elaborated a
little on some of the current and future bureau services and issues as they might bear on future
rural water supplies in Australia.
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I am not going to take up any time here by repeating any of the detail in our submission, but I
would like to highlight at least a few of the key issues that we have referred to and elaborated on
in section 2 of our submission. The first issue relates to long-term monitoring of weather and
climate, surface and ground water and access to this data and information. The benefits are
substantial in terms of well informed management of Australia’s rural water resources. Secondly,
we draw attention to the need for appropriate standards and consistency of data collection. The
quality of data, homogeneity of standards and continuity are absolutely essential if we are to
understand the varying nature of the resource and use that information in a predictive sense. The
third point is the benefit of improved management in research capabilities in a wide range of
aspects of the water or hydrological cycle. The fourth point is the fundamental role of good
observations and networks in the detection, monitoring and prediction of climate variability and
possible long-term climate change. The fifth point relates to the scientific basis for, and
regrettably the limitations of, weather and climate forecasting. The sixth point is the status of
climate forecast verification and the need to undertake rigorous forecast assessment prior to the
adoption of any new system for forecasting. That is essential on all time scales. The seventh
point is the potential use of cloud seeding as a water resources management tool.

The bureau representatives here would be pleased to respond to any of your questions. Mr
Neil Plummer is currently the manager of the bureau’s National Climate Centre and represents
Australia in the activities of the World Meteorological Organisation’s Commission for
Climatology. Mr Ross James is currently leading the bureau’s Hydrology Unit and is involved in
a range of national activities in support of water resources management. I am the bureau’s
assistant director in charge of national operations. I am also Vice President of the WMO
Commission for Hydrology, and I am involved in the activities of the UNESCO International
Hydrological Program. I also represent the bureau on a range of committees that support the
activities of the Natural Resources Management Council and the Primary Industries Ministerial
Council. We are pleased to attempt to answer any of your questions.

Senator HEFFERNAN—Who can talk about climate change? One of the things we are
concerned about is the availability of water. Obviously, in the Murray-Darling Basin, we have—
as | keep saying—6.2 per cent of Australia’s run-off plus the ground water and a serious
overcommitment of that resource. One of the things that the committee would be interested in
looking at is the impact of climate change on future run-off in the Murray-Darling Basin. While
you suggested earlier that it might have been an issue for the CSIRO, I just wondered whether,
from a forecaster’s point of view, there is a movement of the weather south, as it were, and
whether we will be getting someone else’s weather in the future. There have been comments
along those lines, all of which we have read about in the papers. I do not know whether it is
right, wrong or indifferent.

Mr Plummer—As we mentioned earlier, in terms of that specific modelling, the bureau has
not been involved in that work. The bureau has looked at the trends over the past century and
found that for Australia as a whole we have had a slight increase in rainfall, but there have been
some trends that have shown decreases in rainfall. They have been principally, since the second
half of the 20th century, in the south-west of Western Australia and in all the significant areas of
eastern Australia, where, since about 1950, the rainfall has decreased.

Rainfall variability over eastern Australia is driven by the El Nino southern oscillation
phenomenon, so in recent years we have seen some years with marked decreases in rainfall due
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to El Nino events. In 2002-03 the El Nino related drought had a significant impact on the
Murray-Darling Basin region not just because of the reduction in rainfall—the actual rainfall
amounts recorded were similar to some of the other severe droughts—but because temperatures
were significantly warmer during 2002-03, which exacerbated the dry conditions due to the fall-
off in rainfall.

Senator HEFFERNAN-—Has there been reduced run-off in the Murray-Darling Basin due to
climate change? Are you able to give us an answer on that?

Mr Plummer—I cannot give an answer in terms of the run-off statistics.

Mr Stewart—In terms of our position—if you like to call it that—on the climate change issue
we pretty much agree with the current findings of the Intergovernmental Panel on Climate
Change which basically say that globally the information is there to suggest that temperatures
have increased by a certain amount over the last 50 years—I think it is 0.6 of a degree
globally—and that appears to be associated with human induced activities. In terms of then
forecasting what will happen on a regional scale, we really do not feel that the modelling at this
stage is capable of doing any more than giving an indication of possible outcomes. Being in the
weather forecasting game and being able to predict seven days ahead is tough enough, let alone
trying to predict it at a regional level.

Senator HEFFERNAN—The hydro people tell us that there is a long-term decline in their
reserves of water in all of the storages in the Snowy. Given yesterday we were in South Australia
and they said, ‘Come what may, we get 1,850 gigs come over the border there, mate. She’ll be
right,” T just wondered whether there are any little danger signs out there. Given that they are
now going to cloud seeding, which from reading your report will have mixed results, are there
some warning signals for the government and for the Murray-Darling Basin in the weather?

Mr Stewart—I have always felt from that point of view that we need to take account of the
current highly variable nature of our climate and be aware that it is highly variable and be ready
to manage it for changes in either direction.

Senator HEFFERNAN—Hopefully, you are going to tell me that we are going to get a
couple of wet years. Does it rain more over the Southern Ocean now than it ever did? Has
something happened there?

Mr Plummer—In terms of the Australian continent, and I talked about those trends earlier,
the largest increases since around 1950 have been over the north-west and the tropics.
Particularly over the last 7' years or so we have seen reduced rainfall over much of the south-
east and a continuation of the dry spell that has been observed since the mid-1970s in the south-
west of the continent. So there are trends emerging in the rainfall records.

Mr Stewart—With trends you have to be careful because, if you look at any historical length
of records over 100 or so years, you will see that at various stages there are trends in different
directions at various times.
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Senator HEFFERNAN—There is a very good southern oscillation summary for 100 years
and it is all in colour—you blokes probably put it out for all I know—that does show in very
simple pictures that you can get four or five dry years and then two or three wet ones.

Mr Stewart—Some work that we did a few years ago indicated that there seemed to be in
some of the rainfall records a wet period-dry period type fluctuation as well. Again, if you look
at a series of data, you can pick up those sorts of things. But, if you are looking at specific things
in a regional sense, it is much more difficult to identify them.

Mr Plummer—A lot of work has been done in the south-west because, as I said before, the
rainfall has dropped off there since the mid-1970s. We have a longer period of record to analyse
there, and there has been a substantial amount of work done on those records. I guess the jury is
still out in terms of whether this is natural variability or the enhanced greenhouse effect. I guess
it is likely that both are playing a part. I guess further work will continue to establish the causes
of that particular trend and other trends around Australia.

CHAIR—As a follow-on question to much of what you have already said, I am interested in
the research work that might be undertaken by the bureau, particularly in relation to water
reforms across the country. The government, certainly through the National Competition
Council, has spoken about best practice internationally for research being undertaken. To what
extent are you involved in any of the COAG reform processes? I ask the question mostly
because I am trying to determine whether people who are directly involved in research to date
are people who have a direct interest in water—that is, as water users as opposed to, say, weather
forecasters. I would presume that you have an enormous role to play. To what extent are you
involved in a formal sense in informing what best practice science is being done?

Mr Stewart—I mentioned earlier that the director of the Bureau of Meteorology is a member
of the NRM and the Prime Minister’s standing committees. Under their umbrella they have the
NHT and NAP type programs. So the bureau gets an opportunity through involvement in those
ministerial councils and standing committees, and the various committees underneath them, to
have input into NRM and NHT type issues. In terms of the COAG water reforms, we have been
on a range of committees that have discussed things like water markets and those sorts of
activities which fall under the water reforms. We provide input on climate and weather related
matters wherever we can. We have also been one of the members of the Cooperative Research
Centre for Catchment Hydrology since its inception in the early 1990s. That has involved our
research staff and centre in activities associated with the research program of the CRC. That has
been in support of things like environmental flows, which is part of the COAG water reform. We
would see our role as providing climate and other information that supports the activities that are
required. From that point of view, access to our databases is one of the key things that the people
have been interested in as well as our analyses of climate and where things are headed.

CHAIR—One of the reasons I asked is that we heard yesterday from the Centre for
Groundwater Studies at Flinders University. I was quite impressed with the work they are
undertaking but they made the point that not enough investment is being made in research of that
kind, mostly because it is about research to do with things that you do not see, as opposed to
things that you see on the surface. I wonder whether you have any comments in that respect. I
am trying to find out whether or not the thinking and the knowledge base that has been
developed is perhaps skewed in favour of users, as opposed to the best scientific foundation of
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knowledge being developed to assist proper decisions being made to make the river systems
healthy and viable. I am not asking you to judge your peers; I am just thinking more about the
processes of how knowledge is gathered.

Mr Stewart—You might find that in various sectors of the research there could be more
resources allocated to the pure science side of things. The CSIRO might be a better group to talk
to directly about this sort of thing. The research within the bureau tends to be research aimed at
improving our capability to forecast the weather and provide the services that we do. Our
support to research outside tends to be more in terms of the provision of information and advice
on meteorological matters. I do not think I am really well placed to say whether or not the
resources that are put towards the pure side of research versus the applied side of research is in
the right balance. Our experience with the CRCs has certainly been that most of the research
carried out really has to be very much targeted towards the end user and the use, as opposed to
theoretical research where you might make an enormous breakthrough but the chances are not
necessarily good.

Senator HEFFERNAN—MTr James, you are a hydrologist, are you?
Mr James—Yes.

Senator HEFFERNAN—Do you look at changed weather patterns and their impact on the
recharge of the aquifer and that sort of thing?

Mr James—No, we are not involved with ground water hydrology at all. The primary focus
of hydrology in the bureau is to do with the provision of the flood warning service. There is a
small component to do with water resource assessment as well.

CHAIR—I will take you to another matter—cloud seeding. It has been mentioned in a
cursory manner in the media. Is it a good idea or a bad idea? I have not seen the evidence yet to
suggest that as an activity it may or may not improve rainfall available within certain
catchments. Will it have unintended environmental consequences, for example? In Kosciuszko
National Park they are in the process of looking at that. The New South Wales parliament is
looking at rushing through special legislation to allow that to occur, but that is mostly to exempt
it from the planning laws in New South Wales. I certainly take the view that the EPBC Act
would override it in any event but they seem to be going ahead. If you are sidestepping your
planning laws, your checks and balances, surely there may be unintended consequences even if
the intention is good.

Mr Stewart—I would not like to comment on the policy aspects of that. I am happy to make
some comments on where we see the science at currently, and our attitude to it. In the paper |
have provided you with a statement from the WMO that talks about where it believes the current
status of weather modification is in general. I suppose that really does say that it is quite possible
to use certain mechanisms to enhance the potential for rain in a particular area. As far as we are
aware, though, to prove in a statistically scientifically sound correct manner that you have
actually increased the rainfall in a particular area is very difficult to show because of the inherent
natural variability that occurs in an area. However, if you have all the right weather conditions
and you follow certain procedures you can cause rain to occur at a particular point at a particular
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time. Whether that means that less rain falls in an adjoining area or another area, or whether
there are other—

Senator HEFFERNAN—That is the great curiosity.

Mr Stewart—I do not know whether we have the information to confirm whether there are
other unintended consequences.

CHAIR—It is a bit like magical clouds, is it?

Mr Stewart—It is important to realise too that it is quite often the case that at the time when
you want to cause the additional rain the conditions are not there for it to happen anyway—the
clouds are not available. However, if you are looking at it in terms of causing more rain to occur
when the clouds are there and retaining it in storage then that is something you need to look at—
the losses and a range of other things.

Senator BUCKLAND—In your submission you talk about the WMO guidelines. Is there
something sinister in this? It says that the designed experiment is developed before any
operational seeding is undertaken. You talk about the credibility. How is it done? Is it a matter of
putting a bit of water up there to try to agitate more water to fall or is there some chemical
process that is involved? That is what [ mean by ‘sinister’: is there something we—certainly I do
not know—do not know about that causes the precipitation?

Mr Stewart—There are pellets.

Senator BUCKLAND—I understand that there are pellets, but what are the pellets made
from? Are they made from dry ice?

Mr Stewart—I am sorry, I am a hydrologist so I do not know. Neil, do you know?

Mr Plummer—No.

Mr Stewart—I am sorry, I do not know. I think they vary.

Senator BUCKLAND—I wondered about that. From the guidelines, I understand that you
need a few clouds. It is no good putting the things up there if there are no clouds, and they would
have to be the right rain-bearing clouds to start with.

Mr Stewart—Yes, that is right.

Senator BUCKLAND—I understand that having it fall in the wrong place is not worth while.

Senator HEFFERNAN-—He asked for snow, I think.

Mr Stewart—I think they are trying to induce for snow in the Snowy area.
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Senator HEFFERNAN—Yes, for the snow operations up there. There is definitely a lot of
truth to the fact that it is no good praying for rains when the wind is in the wrong quarter.

Senator BUCKLAND—I understand that.
Senator HEFFERNAN—That applies to the weather bureau too.

Mr Stewart—I could probably find out what the different particles are that they use. I am sure
that that information would be available. I have no idea whether they have any environmental
impact. Were you also questioning how they determine whether something has been successful?

Senator BUCKLAND—Yes.

Mr Stewart—I am aware of what they did in a trial in Tasmania from that point of view. It
was an interesting thing. As I understand it, they had a system whereby the pilot was given the
instruction to take off and, when the plane was over the cloud, a decision was then made whether
to seed or not to seed. They recorded what happened when they seeded and when they did not
seed. That was the statistical test as to whether there was any net effect. When they had analysed
the data, they found they did have an effect and they were able to increase the amount of water
in their storages at those times.

Senator HEFFERNAN—My understanding of the plan for the Snowy is that it will be shot
from the ground.

Mr Stewart—Yes. There are different techniques from that point of view. As I understand it,
it is just to put particles in the atmosphere that enable the formation of droplets and for the rain
to occur.

Senator BUCKLAND—That question was just an aside. I was interested when reading that.
You have talked about El Nino, and on the morning reports on the ABC et cetera we keep getting
told by the bureau about what is happening with climate change—and I am not attributing that to
any of the individuals here today. Are the changes that we as a society have made to date, such
as cutting out CFCs and trying to reduce our pollution, having a marked effect on what is
happening to our water and to rain patterns in Australia?

Mr Plummer—I guess the regional and large-scale influences of global hemispheric changes
in the circulation systems are the largest influence on things like rainfall and temperature
patterns. For example, the monsoon over Northern Australia and the location and strengths of the
frontal systems over Southern Australia are largely governed by large-scale influences—for
example, sea surface temperature patterns and other influences, one of which is likely to be
carbon dioxide concentrations.

Senator BUCKLAND—Have we seen a decrease since the world has tried to grapple with
this issue? Whether or not we accept the Kyoto protocol, to date have we seen a reduction in the
pollutants and, if so, is that overall reduction in pollutants having an effect?

Mr Plummer—This is getting away a bit from my area of expertise but I can say that the
carbon dioxide record has continued to increase at a rate of about 0.5 or 0.6 per cent per year.
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Mr Stewart—I would think the simple answer at this stage is that it is probably too early to
tell whether or not the current actions are having any impact at all. It is just too early to tell.

Senator BUCKLAND—OKkay, I accept that. I am probably beating a dead horse at the
moment!

CHAIR—But we can be concerned about certain practices. For example, clear-felling and fire
regeneration activity right across the region and not just in Australia.

Mr Stewart—Yes.

CHAIR—Or the one-offs, like Indonesia a couple of years back, that do have a detrimental
effect on the climate.

Senator HEFFERNAN—I have to say that I was alarmed to go to China last year—being the
big international traveller that I am!—and not see the sun for 10 days, not because of the clouds
but because of the pollution. I forget the name of the city I went to where there are 250,000
people who work in the steelworks. It looked like you were inside a fog. It was just smog—
terrible.

Senator BUCKLAND—Are the records that are being kept for our climate in Australia—
rainfall patterns and temperatures—collated with other parts of the world to see what changes
are happening on a global basis that could influence our weather? I do not know how the
weather works. I know the wind blows and the rain comes—occasionally! Also, because we are
in the Southern Hemisphere, is it correlated with places like South America or Africa? I suppose
they would be the logical places to look at.

Mr Plummer—There is the collection of observations referred to earlie—the standards under
the World Meteorological Organisation. All WMO member countries will be collecting
observations in a standardised form. At the end of each year there is a report on what the global
temperatures have been doing, just as I have talked about changes in temperature and rainfall for
Australia. This has been going on in parts of the world so that at the end of each year the World
Meteorological Organisation and other international institutions can talk about how this
particular year ranks against others and what the global trend is.

Senator HEFFERNAN—Can we pick what is going to happen here by what is happening—I
think Senator Buckland, you may have been referring to this—with the weather in Africa? Does
the whether that Africa gets come over here or does a lot happen in between? Does our weather
go somewhere else?

Mr Plummer—There are large-scale what we call teleconnection links. The El Nino southern
oscillation provides probably the largest link of that kind. So, for example, when we are
experiencing an El Nino related drought, I quite often will see similar conditions in parts of
southern Africa and parts of India, while western and South America may be experiencing wetter
conditions. So there are those global links on the year-to-year timescales.

Senator HEFFERNAN—For a poor old farmer like me, should I be actually looking at the
weather in South Africa as well as the back page of the Herald?
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Mr Plummer—We try to bring that information together in the monitoring we do at the
Bureau of Meteorology. We do keep an eye on what is happening in other parts of the globe and
try to bring that together in our media releases, web pages and so forth.

Senator HEFFERNAN—Let us go to the bottom line: is this going to be a dry year?

Mr Plummer—At this time of year we always consider whether we will get an El Nino. That
is by far going to be the biggest factor in our predictions of whether it is going to be dry. There
has been a fair amount of talk so far this year about whether we will swing into an El Nino. We
still believe it is too early to call. This period through autumn we turn the predictability barrier
when the global climate system is going through a readjustment from summer into winter.

Nevertheless, there are some indicators that are suggesting an increased likelihood of an El
Nino developing. If we take the base rate for an El Nino in any given year to be 20 to 25 per cent
then we are probably above that but probably less than 50 per cent. So at this stage we would not
be putting the odds towards an El Nino but we would be saying there is an increased likelihood.

Senator HEFFERNAN—So whatever happens you are covered. Every El Nino year does not
necessarily bring low rainfall though. There have been some El Nino years when there has been
reasonable southern rainfall, haven’t there?

Mr Plummer—There have. It is a bit of a communication difficulty we have globally with El
Nino events. The last one we had, believe it or not, was termed in global terms ‘a weak to
moderate event’ but it was one of the more significant El Nino impacts on Australian rainfall.
The 1997-98 event, which was the one prior to the most recent, had much weaker impact in
terms of rainfall on eastern Australia. So you are correct there. That one was termed a strong
global event and it had a weaker impact on Australia. We have seen through history that it is not
necessarily the case that the strong El Nino events bring the strong decreases in rainfall for
Australia.

Mr Stewart—The El Nino event itself is located across the Pacific Ocean. The other oceans
and water bodies around Australia have an impact on our weather as well, so there are different
factors at different times.

Senator HEFFERNAN—What hope have we got?
Mr Stewart—We are getting better.

Senator STEPHENS—I think your answer, Senator Heffernan, is that you are going to have
to agist your stock. Gentlemen, on page 9 of your submission where you are responding to the
terms of reference of the inquiry you make some fairly significant comments about governance
of the whole water management issue. In 3.2 you talk about there being a void at the technical
management level now and a lack of coordination between the agencies with different standards.
You suggest that this could be addressed by the development of a collaborative structure. Is your
argument then that there is not an overarching structure that adequately addresses all this?
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Mr Stewart—We are very pleased to report that, since we put our submission in, the
government has gone ahead and established a committee on water resources data management
issues.

Mr James—It is a committee that evolved as a result of the National Land and Water
Resources Audit and the issues that were raised in those reports. It is a group that agriculture and
fisheries has assembled and includes representatives from all of the states. A major objective of
the group is to improve access to data held by all the states. We would hope that that committee
will also addressed issues such as coordination of networks, data and standards—the broader
range of technical issues that we felt had been neglected for some time.

Senator STEPHENS—Has it met yet?

Mr James—Yes, there have been a couple of meetings and there has been some progress
there.

Senator STEPHENS—Perhaps it is not fair to ask you this, but I will anyway. Over the last
few days we have been discussing whether or not witnesses consider that there is a need for a
national regulator of water licences and water issues to coordinate a Commonwealth approach.
Do you have any thoughts on that issue?

Mr Stewart—If you are talking about licences to extract and that sort of thing, that is really
outside our area of involvement and our role. Our role I suppose is more in terms of that link
between the rainfall run-off rather than the actual extraction and use.

Senator STEPHENS—That is fair enough. I just thought you may have had some thoughts
about it or had some discussion about the whole-of-government approach.

Mr Stewart—I think it is essential that any information or data we collect nationwide is
collected to a set of agreed and established standards across all states. That is the only way we
can make adequate comparisons. Whether that is done through a national authority as such or by
all groups getting together and deciding on an agreed set of standards depends; in some cases
one way works and in other cases other ways work.

Senator STEPHENS—Thank you.

CHAIR—To follow on from where you said that the collection of data between the states is
improving: does that mean that there was a lack of cooperation previously or that it was so far
down the list of things that needed to be done that we never got to it? I understood that the
process of looking at a national audit and establishing formal mechanisms had been in train for
at least 10 years, from what I can recall from what the NCC spoke about back then. It is
encouraging that things have changed since your submission came in. Perhaps you have more
influence than we do with government in establishing these matters.

Mr Stewart—I do not think it has changed necessarily through our influence. I think you will
find that a general feeling came out of the National Land and Water Resources Audit that we
needed to do things a bit better in terms of the comparison of data between one state to another
and the use of common definitions and common terminology. I think that had slipped a little bit
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from focus while we were focusing on other aspects of managing the resource. In terms of urban
flooding, our issue was more with the major urban water authorities who went through that
period of being commercialised. As that occurred, they were more protective of their information
as intellectual property and that made it a little bit more difficult for us to say to them, ‘We need
it for public good activities.” I think we have worked our way through those sorts of issues; I
think it was just a teething problem associated with that process. This process will help with that
as well.

CHAIR—Thank you, gentlemen, for appearing before the committee today and providing
assistance. If there is anything that we need to follow up, we will be in touch. A copy of the
Hansard will be available over the coming weeks for you to check that everything you said has
been recorded accurately.

Senator HEFFERNAN—There have been some reports in the papers lately that the first half
of the last century was some sort of a dry period—but I am buggered if I can see it on the
charts—and that we are now going to go into another 30 or 40 years of a sort of dry period. Do
you blokes deal with that sort of stuft?

Mr Plummer—We do, yes. We look at these records all the time.

Senator HEFFERNAN—Should we believe that stuff?

Mr Plummer—I am not sure where the 40-year period actually comes from. Whether it is an
analogy with what has happened in south-west Western Australia, I am not sure. There is no
evidence as far as we can see to suggest a 40-year dry period.

Senator HEFFERNAN—So I shouldn’t jump out the window!

CHAIR—Thank you again.

Mr Stewart—We would be pleased to follow up with anything as required. Thank you.

Proceedings suspended from 10.13 a.m. to 10.33 a.m.
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GRAY, Mr Anthony Gerard, Group Public Affairs Manager, Visy Industries
HURDITCH, Dr William John, Project Adviser, Pratt Water

CHAIR—Welcome, Dr Hurditch and Mr Gray. Do you have any comment to make on the
capacity in which you appear?

Mr Gray—I am Richard Pratt’s representative on the Pratt Water Murrumbidgee Project.
CHAIR—I now invite you to make a short opening statement before we go to questions.

Dr Hurditch—We are very pleased to be able to give some evidence and answer questions for
this committee on the subject of our Murrumbidgee water efficiency project. We have been
working on this project for over 12 months. It is a jointly funded initiative which flows out of
earlier work that has been funded and promoted by Richard Pratt to raise the consciousness of
the Australian community about the need for some very proactive work on water efficiency and
water saving, particularly from a private investment perspective. As I said, the work that is under
way in the Murrumbidgee valley has never been done before. It is a collaborative piece of work
and I would like to hand to the committee a diagram which illustrates how the project is
structured and then perhaps we can go through that together. The diagram is on one page and it
explains how the project works.

While that is being passed around I will give a little more background. In about December
2001, Richard Pratt called together a small group of people to start discussing how we could
proactively look at the need for better water management and water efficiency in Australia. A
small group was formed and Pratt Water Pty Ltd was formed as an entity. With funds provided
solely by Richard Pratt, that group worked for 12 months developing a scoping document called
‘Water in the Murrumbidgee’, which was released in August 2002. That scoping document
brought together a range of possibilities for saving water, better using water and better managing
water on farm and off farm. From that report a series of submissions were made to both the New
South Wales government and the federal government for additional support in a tripartite way
through the national action plan for a larger study. That larger study is now under way and that is
the subject of this flow chart that I have handed out. The larger study is specifically aimed at
developing and testing investment feasibilities for water efficiency investments in the
Murrumbidgee Valley. That project is under way now.

I will run through the diagram and explain how it works. The project commenced with the
first funding flow in May 2003. The total funding for the project provided by governments is
$5.3 million—3$2.65 million from each of the New South Wales government and the federal
government under the national action plan. It is very much seen as a template or a pilot to be
applied elsewhere in Australia, not just the Murrumbidgee. One of the conditions of our contract,
which is actually with the New South Wales government under the NAP arrangements, is for us
to provide ideas and concepts that can be applied broadly throughout Australia and perhaps
elsewhere. While the project is in the Murrumbidgee it is seen as a national initiative.
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Richard Pratt is providing a large amount of in-kind resources to the project. On the diagram
the people who are in the dotted line are provided in kind, as are substantial other resources. That
is specified in the contract as well.

The project reports to the national action plan steering committee through a reference group
which is comprised of Commonwealth, state and project and community participants, including
the Murrumbidgee Catchment Management Board. The director is Helmut Konecsny, who is a
technical director with Visy Industries. Then there is a management team, which is set out there
on the third tranche. It is composed of a number of people, with Ian Wisken as assistant director.
He is the project leader at this stage. There are other people involved in the region. We have an
office in Griffith that has been established for over 12 months and which liaises with the
community.

There are a number of silos, if you like, at the bottom—they are not really silos but they look
like that on the diagram—which deal with various aspects of the project. On the far left is
engineering and administration. We have a team of Pratt Water engineers and others who reside
principally in Melbourne and are provided in kind. They are people who have been working on
water technology and developments for quite a number of years and they are deployed into the
project. Then we have a range of investment projects that are led by various subgroup leaders. |
will not go into them in detail, but there is a range of specifically chosen projects to identify
where water savings can be achieved by investments in various sectors. Lake Wyangan is a large
area north of an old irrigation area which is in bad need of refurbishment and refitting, so we are
looking at a total area plan for refurbishment of irrigation with new technology, and with a
transitional arrangement for urban encroachment. The town of Griffith is moving towards the
Lake Wyangan area so we have a 10-year window to utilise some temporary technology and then
to expand agriculture into the north part of Lake Wyangan. That is one example and we will
come up with a template for managing that transition.

Summer flow management, which is a subcomponent that I am working on, is a holistic
approach to dealing with the problem of using high summer flows to deliver irrigation water,
which is countercyclical to the ecological and environmental flow. Normally, winter flows are
highest because of weather conditions and summer flows are lower, but we have turned that
around with our irrigation and regulated system. We are looking at how to better manage that
summer flow to provide relief for the constraints, such as the Tumut River, the Gundagai choke
and other areas, and at the potential for new investments to better manage that system.

Timber plantations were specifically chosen because of the significant impacts, socially,
economically, and, potentially, environmentally, of plantations in the upper catchment. So we are
looking in a very detailed way at the implications of current plantations and plantation expansion
for the triple bottom line for water use—that is, the economic, social and environmental outputs
for the valley. We are looking at wine grapes as a potential alternative expanded crop for water
utilisation with new technology. That is a global market study that projects back into the valley
and is based on actual contracts for sale of new types of grapes. There is a similar market study
for grains. On-farm investment looks at the motivations and drivers for farmers to convert to
high-pressure drip irrigation. Stock and domestic delivery systems look at better ways to deliver
the very large quantities of water that go to stock and domestic users, which are usually
characterised by very large evaporative and seepage losses.
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Environmental farming looks particularly at the upper catchments and ways of better
managing salt and other damaging impacts of some upland farming—for example, ways of
bringing deep-rooted perennials and other grazing systems into play. We are looking at off-farm
investments, working with the Murrumbidgee Irrigation and other irrigation companies, to
provide better ways of investing in pressurised near farm systems to enable farmers to convert.
We are also looking at the Lower Bidgee, which is a large area of water usage and a significant
area for new production. These are just some of the investment projects, and I am sure we will
have some discussion on those.

Mr Gray—If these projects appear to have a heavy skew towards the economic it is quite
deliberate, because the basic premise of the study is that you do not have to make a choice
between the environment and the economy. If you are smart about it, you can achieve
considerable economic growth and do the right thing by the environment.

Dr Hurditch—We have been very careful to ensure broad consultation with and broad
involvement of particularly the valley community but also beyond it. We have set up an
integration advisory panel, which is really a reference group to stress test as we go all the work
that is under way. The members of the integration advisory panel are listed there, and you can
see that it has a broad spread of scientists, political representation, community people and
farmers and irrigators. So we have quite a good spread of expertise. They have been given free
rein to criticise, to make changes and to amend the various works in progress. We have regular
meetings, and the next meeting of the integration advisory panel is in Canberra on 28 April.

As well as the investment projects being examined, we have a number of what we call
feasibility support projects, which are really the toolkit, or the way in which we want to make
this work applicable beyond the Murrumbidgee. So we are doing work on how to examine the
business case for better water use efficiency in a whole range of areas. We have an industry
working group, which is basically a group of suppliers, innovators and technical representatives.
There is work on the upper catchment for the unregulated system. We are developing
information and training resources for farmers for irrigation technology. One of the things we
have found is that there is a very big gap between what is available worldwide and what is
deployed in the farming area, and that is because of communication issues, lack of a deep market
and a whole range of other issues that we are trying to deal with.

We are looking at how best to make choices about where water ought to be deployed by
integration of investments. We have an ecology and biodiversity working group which is looking
at ways to detect when we are going to cross thresholds which will lead to environmental harm
and identify the best ways to manage, albeit in an acknowledged regulated system, how best to
get some environmental and biodiversity outcomes. We have a policy and regulation review
group which will be looking at recommendations for reform and change. I will stop there and
take your questions.

Senator HEFFERNAN—Firstly I would like to congratulate Pratt Water for its enthusiasm.
Mr Chairman, Dick Pratt is the guy who came out to Australia and started in an orchard in
Shepparton. He has decided to put a bit back. His enthusiasm and that of his employees needs to
be recognised and to be part of the history of Australia when it comes to the change in attitude to
water. Yesterday, we heard about efficiencies in the Riverland. One of the propositions that they
put to us in Berri was that any water savings that could be made from the farm gate on should be
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able to be taken up in further development by the farmer and any saving made from the farm
gate back to the source should be returned in some way to the public good. Do you have any
comments about that?

Dr Hurditch—The principle that we have been adopting in this study is that whoever pays for
the investment to save water ought to be able to share in the benefits of the water saved. There is
a big difference in the system between on farm, which is essentially private property; near farm,
which is the irrigation area which tends to be a cooperative corporate structure; and then system
wide, upstream from the irrigation areas, which is effectively the commons and owned by the
government. Different principles need to be applied in each of those zones.

Senator HEFFERNAN—Who gets what under your scheme? I will come to how you put
Coleambally Channel into a pipe later. Is the Pratt thinking that savings will be used for further
development of water or put back? The Murrumbidgee River is one of the better rivers; you have
picked a good river. It has a good supply. But generally the Murray-Darling Basin is seriously
overcommitted and any savings in a lot of the system would have to go to some cutting back of
the overcommitment. Do you have a view that there would be new development?

Mr Gray—Our general view is that there can be new development and water savings because
there is a lot of wastage in the system. A hypothetical case might explain where we come from.
Let’s say a farmer is currently using flood irrigation. He has water rights which go to that but he
invests using his own money in water saving, high technology trickle irrigation. That farmer
could choose to expand his area under irrigation and expand his crops or, if there were a
purchaser, he could choose to sell his water right. The purchaser may be the government that
decides that the water will go back to environmental flows. We take the view that it is not really
up to us to decide where water should go other than to identify savings opportunities.

Senator HEFFERNAN—Where do the water savings created by the investment from water
bonds go in your plan?

Dr Hurditch—The water bond structure that you would be familiar with is actually not part
of this study but a separate component. We specifically left it out because that is perhaps stage 2.
Our questions are: what are the investments and what are the opportunities now? How do you
actually fund investments? The water bonds are for offstream.

Senator HEFFERNAN—There are a few unanswered questions.

Dr Hurditch—There are a lot of unanswered questions. It is perhaps a brick through the
window that says, ‘Maybe we need to think about this differently.” In terms of the question, one
of the problems with the whole water debate is that we have had environmental water and we
have, as you have said, productive or consumptive water. In a way all water is used for some
purpose. We have this policy and regulatory review working group that is the very last item on
our structure which is looking at this whole question of all water being owned by someone and
going somewhere. So the environment in a sense becomes a customer. Rather than being just a
default mechanism for drain water or whatever—or high-flows or low-flows—the environment
ought to be a customer and have people buy water for it to produce goods. We keep thinking of
environmental water as either leftovers in some systems which are overallocated or first bites of
the cherry that is paid for somehow out of the common good. If we think of the environment as a
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customer with custodians, who are usually governments but could still be trusts or private funds
who are interested, we change the whole thinking about the use of water. The environment could
become another customer.

Senator HEFFERNAN—In the Murrumbidgee there may be—just picking a figure—a 40
per cent reduction in people’s long-term access availability to water and the reward may be that
they can continue to produce as much income with 40 per cent less water and the cutback in the
allocation could go to fix up the overallocation rather than go anywhere. There is a long-term
trend in the Snowy for a draw down on the reserves. It makes a lot of sense to try to avoid the
seepage, leakage and all the rest of it, but is it practical to put some of these channelled waters
into pipes?

Mr Gray—Absolutely.

Senator HEFFERNAN—So how big a pipe would you have to have—I have been busting to
ask someone this for a long time—to put the Coleambally Channel into a pipe?

Dr Hurditch—I am not an engineer, but we have a team of engineers who have done the
calculations.

Senator HEFFERNAN—It is doable.

Dr Hurditch—Maybe Tony could explain the relationship with some of the technology
providers.

Mr Gray—One of the challenges that Mr Pratt laid down when we first started talking about
water is some way of getting on top of the continual escalating cost of water-saving
infrastructure. The first thing you run up against is the engineers telling you this is too
expensive; the amount of water saved does not justify the capital spend. He said: ‘There has to
be a cheaper way to do it. If it currently costs $100 a metre upwards for pipe, I want to do it for
$10.” So we laid down a challenge to a number of companies to come up with low-cost
alternatives. A number of companies are working on it but the company that has made the most
progress to date is Gale Pacific, which is listed on the Stock Exchange. It is the company that
produces Coolaroo shadecloth. It has come up with a woven flexible pipe which is, for want of a
better description, like a fire hose. It can supply that for $10 a metre at 400 millimetre diameter.
It is ideal in certain applications to just lay in an open channel—

Senator HEFFERNAN—A paddock.

Mr Gray—Not only paddocks but old channels that might be concrete or earthen that need
retrofitting or have high seepage. The reduction in wastage is immediate and impressive. We
currently have two kilometres of this pipe being trialled in old channels in the Murrumbidgee
area. It is being pressure tested. The early results are very promising. That is the first diameter
they have made. They have also produced a 1.2 metre diameter pipe. Once we have trialled and
proved the 400 millimetre they will move on to larger ones. If that works, that will dramatically
lower the cost of the infrastructure. So the answer is: it can be done and it can be done a lot more
cost effectively than most people tell you is required, but it is not applicable in every
circumstance.
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Senator HEFFERNAN—So what are the plans for the main delivery like the Tumut River
and the Murrumbidgee River? Do we have to take into consideration the recharge of the aquifer
that may occur along the river system?

Mr Gray—All these things are covered by the study. Shahbaz Khan from CSIRO is an expert
in this area and is doing a whole water balance as part of the Pratt Water study. When the final
report comes down later this year it will have a matrix of potential projects, estimated capital
cost and value of the water saved.

Senator HEFFERNAN—I have had a bit to say about plantations and where they ought to
be, hoping that we can convince people to bring them down out of the really high rainfall area
and put them where we can get a salinity credit et cetera. Do you have any strong disagreement
with that?

Dr Hurditch—No, not at all. The only challenge I would take up is that we are not
necessarily talking just about plantations; we are talking about land use changes. I notice that the
national water initiative communique talks about land use changes and interception. I do not
think we should get to a stage where Australians are asked to pay for rainfall, but we do need to
be very cognisant of the effect of changing landscapes and changing land uses on all of the
things that come from them—salinity, water—so I do not think we have any disagreement. What
I will say is that the Pratt Water study—the third investment project on the list there, ‘timber
plantations’—is looking, I believe for the very first time in Australia, at the real effects of a
realistic plantation configuration on water yield and water quality. The debate has been great, but
a lot of the data that has been adduced so far has been based on very small catchments that are
usually totally forested. So we are looking at what we call a realistic case of the impact of
plantations or other land use changes, and we are comparing it with alternative land uses on
water yield and water quality.

Senator HEFFERNAN—From your experience of the huge requirement of plantation for
that fantastic industry at Tumut, is below 35 inches of rainfall feasible for plantation?

Dr Hurditch—We tend to draw a line at—what 1s 650 millimetres?
Senator HEFFERNAN—It is 28 inches.

Dr Hurditch—Anything above 650 millimetres becomes acceptable under normal investment
criteria—without a salinity credit, without all of those additional things.

Senator HEFFERNAN—We are hoping that we can use the salinity credit.

Dr Hurditch—That will make a big difference—and being able to target areas where you can
actually make up the difference between what would normally be a bad investment, making it
either a marginal or a good investment.

Senator HEFFERNAN—If we could coordinate the one point whatever billion that is left in
the national action plan—the couple of hundred million dollars is confetti in the wind; there has
been no coordination—and encourage some plantation with a salinity credit attached to it to
make it all stack up, would you go along with that?
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Dr Hurditch—The chairman of Visy Industries made such a statement in March 2003.

Mr Gray—It is on the public record. It is important to note that, when we assessed timber
plantations as part of this study, we found that a lot of people were surprised at the size of the
economic contribution of plantations in the Murrumbidgee area. I think it is something like an
$800 million industry. It is significantly larger than rice, which gets a lot more attention.

Dr Hurditch—This project is about the Murrumbidgee Valley as a unit and the relative uses
of water and their outputs in terms of people, dollars and environmental benefits. When you
actually add it all up, there are a lot of myths out there and there are a lot of things that need to
be rediscovered.

Senator HEFFERNAN—We have jollied up the rice fellas a bit, as well, I have to say.

Dr Hurditch—Don’t read me wrong; rice is a critical industry and it is of huge benefit to the
region and many people.

Senator HEFFERNAN—They have plenty of efficiencies that they are thinking about.
Mr Gray—And working on value adding.

CHAIR—As a follow-up to the question by Senator Heffernan in relation to plantation
forests, I am interested in your comments about land use management and the need to look at
that. We heard yesterday in South Australia from Dr Chris Barber from the Centre for
Groundwater Studies. He described plantation forests more along the lines of almost putting
pumps in place that drain the aquifers. I take the point that you make in relation to being charged
for rainfall. What do you say in response to his comments? There are two things. The first is that
plantation forests act as a natural pump in catchment areas, and the second issue is about, I
suppose, the whole question of how you deal with available waters for environmental flows for
industry and so on.

Dr Hurditch—The biological reality is that trees pump water out of the ground to function.
CHAIR—Some more than others.

Dr Hurditch—Yes. I do not believe that in a total catchment pine trees transpire any more
than eucalypts do.

Senator HEFFERNAN—I agree with you.

Dr Hurditch—What we have to be careful about is that we are comparing an essentially
cleared landscape in many areas with what becomes a forested area. The first question is: where
is the baseline drawn? There is no dispute that trees act as pumps. That is how they work and
how they were designed, so they work that way. Draining the aquifers is a fairly emotive sort of
term, and I would challenge that. The moisture absorbing parts of the root systems of pine trees
are in the top three centimetres of soil. The taproot and the main roots are the anchoring—they
actually have a physical purpose whereas most of the nutrient and water absorption happens in
the top three to five centimetres of soil. If you go into a pine plantation with a spade, you will
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find a whole mat of roots just below the surface, and that is where most of the water uptake
occurs. So I would dispute that they are draining the aquifer. I am not a hydrologist but I am an
ecologist. They pump water, but the real question is: how significant is it in terms of the total
catchment? Again, we are looking at that in detail with the aid of CSIRO. Rob Vertessy and his
group are part of our team, so we are looking to get a real handle on it.

Senator HEFFERNAN—In respect of long-term thinking, I want to try to get an audit of
what is going to be available when 2020 comes and we have trebled the plantations. If people are
going to insist on going into 60-inch rainfall areas and probably intercepting 22 megalitres a
hectare per annum, should we take that water out of the river and apply it as a licence to the
plantation?

Dr Hurditch—That will be a decision for the authorities. As to whether it is reasonable or
not, I suspect the question of parity between various land uses and investment options ought to
be the bottom line.

Senator HEFFERNAN—The point is you blokes are well aware of the figures. Once you get
up behind Batlow there is 60-inch rainfall. If you are down in Tumut with 32- or 28-inch rainfall,
the difference in run-off between a lucerne paddock and a pine or a eucalypt plantation is
bugger-all. There is very little difference, so there is nothing to equate there. Farmers are
thinking: ‘If I grow a paddock of lucerne, I am going to get a bill for water.” Down in the slopes
there is a really slim discharge, and with lucerne there is bugger-all run-off anyhow—pardon my
language. But when you get up into those really high-rainfall areas, you are intercepting a lot of
water that would normally be part of the flow. The difficulty I see is that in a year of lower
rainfall—and we have this great variability in our rainfall, as we just heard from the bureau—
you cannot turn off the trees but you can turn off the pumps. That is reasonable thinking, is it?

Dr Hurditch—It is reasonable thinking to apply the same rule to land users proportionate to
their water use.

Senator HEFFERNAN—Kate Carnell keeps telling me that.

CHAIR—I want to move on to another matter. I think Mr Pratt is doing a great job in trying
to move issues outside of the square in which they have been traditionally dealt with. He has also
been a big supporter of Indigenous issues, as you would well know. In relation to the feasibility
project that you are looking at, I became a little curious when you were talking about an
approach that tried to engage all stakeholders. At first glance, it seems to deal with those who are
the primary stakeholders as opposed to Indigenous groups who may, for example, have an
interest from a native title perspective or environmental groups who would look at this from the
perspective of the environment—environmental flows and so on. How do you deal with those
issues in the context of the project that you are moving forward with?

Dr Hurditch—Firstly, we have engaged with over 150 individuals and organisations in the
valley in collecting information and assessing issues that are important to them, including
representative bodies such as the catchment management boards, the authorities and others who
have representatives from Indigenous communities on them by statute. In that sense we are
consulting with the broader community and are respecting the way in which the community
expresses itself in representation on those statutory boards.
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Secondly, in specific areas we have had some engagement with specific Indigenous
landowners. We are at this very moment investigating opportunities to work with the Nari Nari
Tribal Council, who have ownership of a property in the Murrumbidgee and are looking at
having a requirement for water efficiency, which I think is great. It is an innovative thing. They
are putting a requirement on their lessee, who is a non-Aboriginal, to put in place some water
efficiency management. We are looking at some piping solutions with the Nari Nari at the
moment. There might be others.

Mr Gray—We have regular and ongoing consultation informally with environmental groups,
but there is formal representation at the reference group level with the Australian Conservation
Foundation and Tim Fischer.

CHAIR—That is fine. I am not suggesting for a moment that you should take the lead on that,
either. I am mindful of the fact that having looked at all of the documentation so far, particularly
from government agencies, there seems to be a glaring absence on questions of native title,
Indigenous groups and so on.

Dr Hurditch—It is fair to say that we have not looked at the question of native title for water
use at all, but it may be something that our regulatory group could take on board.

Senator BUCKLAND—I have just a couple of questions. Mr Gray, this question is in relation
to the synthetic piping that you were telling us about. Evidence we had some time ago now was
that you cannot pipe or cover these things because they clog up with mud. How do you manage
that with the synthetic piping you are talking about?

Mr Gray—The synthetic pipe has internal and external coating. To digress for a minute: from
an external point of view it is especially UV resistant, but there is coating inside it. The issue of
clogging up is being actively looked at as part of this trial. So far, so good. The first kilometre or
so has been on the ground now for nearly six months, and there have been no issues at all so far.
We are looking at it. I cannot give you a definitive answer because we are still in trial, but it
looks good.

Dr Hurditch—There are some areas that require more pressurisation than others because they
might be completely flat, whereas you can have less pressure with others where you have a bit of
natural head because you get a normal cleaning out. The other issue with the piping is that in
stark contrast to a typical engineered solution, which might be a 100-year life system, if you do
get a blockage, bushfire damage or something, you can in a matter of one hour cut out a piece
and fit a new piece in.

Mr Gray—It is incredibly cheap.
Senator HEFFERNAN—What sort of pressure does it handle?

Mr Gray—It is comfortably rated to two bars now. It went up to six as part of the trial and it
blew the CSIRO’s connections off.

Dr Hurditch—We believe we will get to above six. I must stress that this is very much a work
in progress. It is leading edge. The difference between this pipe and the BioHose and others that
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are used around the world is that this does not have a weld. It is continuously made, so there are
no weak points. It is quite innovative.

Senator BUCKLAND—I have to say that it is the most encouraging news I have heard since
I have been on this inquiry. It is a marvellous innovation.

Mr Gray—We presented it to John Anderson, who said a similar thing. He said it was some
of the best news he had heard in a long time.

Senator BUCKLAND—It is something on which the group should be congratulated for
pursing.

Mr Gray—There is a lot of potential. It does not apply in every circumstance. There are some
circumstances where it is not suitable, but we believe there are a number of circumstances where
it will be very suitable and where it will change the game.

Senator HEFFERNAN—Dr Hurditch, can you give us a bit of an idea of the friction side of
it? You have a kilometre of piping, and put in the old language the width is 16 inches. What does
it deliver out the end of the pipe in megalitres per whatever?

Dr Hurditch—The right amount for the farm that it is delivering to. I do not know the actual
volumes, but you have the main canal, then you have laterals and then the farms come off the
laterals. Each lateral has a 16-inch pipe. In our case we have seven farms connected to the one
pipe, so it is enough for seven farms through that pipe.

Senator HEFFERNAN—So it runs seven wheels, in other words?

Mr Gray—That is the other thing—it enables us to take the wheels out and put in
sophisticated and accurate measuring equipment.

Senator HEFFERNAN—The equivalent of it.
Dr Hurditch—We are using Doppler measurement instead of the wheel.

Senator HEFFERNAN—We made some interesting discoveries yesterday in terms of how
much water South Australia actually use.

Mr Gray—The wheels are, as you know, very inaccurate. They can be up to 30 per cent out in
measuring.

Dr Hurditch—One of the public benefits of this advancement that we are in the middle of is
in the areas outside the Murrumbidgee. We have had consultations as recently as the last two
weeks with representatives of the Wimmera Mallee Irrigation Project and of the greater Darling
anabranch Meningie projects. I must say that from those parties we have had a range of
responses from ‘very excited’ to ‘we must look more at this’. When you think of that in terms of
the public interest element—for example, the Wimmera Mallee pipeline project has a price tag
somewhere north of $450 million—there is an expectation that it will come from public funds. If
we can cut $100 million or more off that project, there has to be public benefit.
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Senator HEFFERNAN—It would be wonderful to deliver this water around the areas of
Coleambally et cetera. It would be a pity to see it go out into the paddies. Do you think the non-
paddy rice thing will be a natural follow-up to your pipe? That would be a big water saver.

Dr Hurditch—I cannot answer that because I am not a rice technologist.

Senator HEFFERNAN—When [ got stuck into the rice industry, I noticed that Kay Hull,
who was on their advisory body, freaked out—as did Sharman Stone—and said, ‘What are you
doing to the rice growers?’ I had a call from the research station, saying that I was pretty well
right on the money talking about non-paddy rice, because it is in the pipeline. So we may have
huge water savings out of this.

Dr Hurditch—We know for certain that the rice industry has done a lot of work with cool
season rice and shortening the growing period, which reduces the amount of water that needs to
be used. But I cannot give you any information on non-paddy rice.

Senator BUCKLAND—Coming back to the pipe, I again say that it is absolutely great.
Mr Gray—We should have brought some in.

Senator BUCKLAND—You should have. It might have helped to answer my next question.
When you have one of these breaks or there is fire damage or whatever, I cannot imagine mum
going out and stitching two bits together. What is the mechanism for joining them?

Mr Gray—There are a number of different repair kits, depending on the size of the tear.
Joiners are also being developed as low-cost alternatives. There is a patch for a small hole,
which, for want of a better description, is little bit like mending a bicycle tube but it does not
require any heat; it is just a hand-pressure tightening element. The other system, as Dr Hurditch
said, is simply to take a section out and put a new section in. It is very quick.

Senator BUCKLAND—What about patching on the corners? I drove through the
Murrumbidgee area earlier this week, and it distressed me to see all the open channels.

Mr Gray—It will go around corners.
Dr Hurditch—I have some photographs here. I suggest that I circulate to the committee, not
this document—which has a lot of other material in it—but some photographs and some other

material on the pipe itself.

Senator BUCKLAND—To see those will answer my questions. In the flow chart you gave us
this morning, you referred to the investment projects silo—to use your words loosely—

Dr Hurditch—A bad word, I think.
Senator BUCKLAND—I see there that you have summer flows, management and then

timber plantations, wine grapes, grains et cetera. There are certainly a few grapes being grown
out there, as [ again saw.
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Dr Hurditch—Yes.

Senator BUCKLAND—That we are introducing these crops in pretty large numbers worries
me somewhat. They are bigger vineyards than we have in South Australia where we produce the
best wine in the world—but that is an aside. Is there anything to control that? It is a cash crop; it
is really quick to grow. This year it has not been too financially productive. Who chooses what
grains or crops can be grown in an area? Are you involved in that at all?

Dr Hurditch—Yes, indeed. This has been thought through very carefully. We have had a
business development team, comprising 30 professionals from trading houses and agribusiness
companies, scanning over 100 potential opportunities. A grid has been developed which sets the
number of criteria for selecting these projects. The top most grid was ‘Market for product’—not
Australian market but global market. One of the things we identified particularly was not just
common or garden chardonnay or something but the gaps in wine fashion and in growth areas
globally, our current plantings and the daylight between those two—in other words, identifying
the opportunity to grow particular varieties that are going to meet emerging fashions and perhaps
reduce the hectarage of varieties that are perhaps in oversupply or looking like coming into
oversupply.

One of the benefits of our piping technology is that instead of saying, ‘We are going to deploy
irrigation technology here, we are going to grow these grapes and we hope that for the next 20
years the market stays good,’ this technology is cheap enough to be able to pull out crops and
change in five-year intervals. So instead of going for a long-term, hope-it-works strategy, you
can actually go for an opportunistic, just-in-time strategy for production. We are marrying both
the market sensitivity with the technology cost and effectiveness to get the optimum market
solution.

Senator BUCKLAND—Does your group look at reclaiming some of the areas that are being
overtaken by the problem of rising salinity? I know it is there and it is happening. Is there
anything that is really addressing that and trying to regain some of that? I do not know if it can
be done—I have got no idea.

Dr Hurditch—In the irrigation areas themselves, which in the total valley context are quite
small areas, it is more about rotations and prohibitions on soil types. Outside the irrigation areas
we are looking at a whole range of other environmental farming techniques which, as I said,
limit saline encroachment. We are looking at measures such as natural sequence farming, which
has been developed by a chap called Peter Andrews. He has looked at our areas and a reference
panel has been set up to look at that. Richard Pratt has been assisting in funding some of that
separately. We are also looking at grazing management systems. A colleague of Senator
Heffernan’s, David Dowling, has been talking to us about the deep-rooted perennials, old man
saltbush and solutions for managing land problems elsewhere in the catchment. So we are
addressing that land restoration aspect.

Senator HEFFERNAN-—Can I just ask a final question on this pipe. There is a mood out in
the western division where we have a lot of channels. I declare an interest here, Chair. We have a
domestic water supply that goes through 28 miles of channel, and the polythene alternative is
seriously expensive. Would this be another—
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Dr Hurditch—Absolutely. Fifty millimetres.

Mr Gray—We did not have to start with 400 millimetres; we just thought that that was the
most convenient. As it can go up in diameter, it can come down in diameter. In fact, that was one
of the issues raised by Wimmera Mallee: they said that they wanted to reduce most of their pipes
to 50-millimetre diameter.

Dr Hurditch—We can do that.
Mr Gray—We have not made the pipe yet, but we see no reason why it cannot be done.
Senator HEFFERNAN—There would be an unlimited market.

Dr Hurditch—We are not just looking at this textile pipe; we are also looking at continuous
manufacture HDPE piping, which is solid piping, but making it much cheaper than is now
available.

Mr Gray—And on-site. There is some technology we have identified out of Scandinavia. We
think the combination of the on-site manufacture of the HDPE pipe, the flexibles and a couple of
other alternatives will cover off most applications.

I do stress that this company, Gale Pacific, which is a publicly listed company, just happens to
have made the most advances now. We do not have an exclusivity agreement with them. We
have challenged other companies, which I do not really need to name here, to come up with
similar stuff. There is another company that are looking at a different type of product. They
assure us that, within the next few months, they will come up with something that may reduce
the cost even further, but we will know when we see it.

Senator HEFFERNAN—Good stuff.

CHAIR—We will conclude there. I believe that you have taken on notice the opportunity to
provide specific photographs of the piping system being trialled. I am mindful of the time
constraints and I wonder whether you might also provide some information about the Pratt
project involving turning the rivers inland in Northern Australia. We did not have a chance to
talk to anyone about that when we were in Darwin or Western Australia.

Mr Gray—I do not believe that was a Pratt project.

CHAIR—OKkay, ignore that one. On behalf of the committee I thank you for appearing here
today and providing us with assistance. If there is there is anything we need to follow up, we will
certainly be in touch.

Mr Gray—We would like to add to that package some detail on a financing initiative that
Pratt Water is behind which assists farmers with financing for high-technology water-saving

irrigation.

CHAIR—Have you already provided that?
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Dr Hurditch—No, we will add that to the information we are supplying on the piping. So we
will cover those two particular issues.

CHAIR—Thank you.
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[11.22 a.m.]
CAMPBELL, Mr Ross William, Director, Water Reform, National Competition Council
FEIL, Mr John, Executive Director, National Competition Council

CHAIR—I welcome the representatives from the National Competition Council. Mr Feil,
would you like to make some opening remarks?

Mr Feil—Yes, thank you. The National Competition Council provided a short written
submission back in March 2003 outlining the water reform matters agreed by the Australian
government and all the states and territories in 1994 which the Council of Australian
Governments decided should be part of a 1995 national competition policy. That submission
noted elements of the 1994 COAG water reform framework relating to water pricing, the
development of systems of water entitlements separate from land title, the development of water
management arrangements specifying the amounts of water available for extraction and for the
provision to the environment to ensure the health of water-dependent ecosystems, water trading,
and economic and environmental appraisals of proposals for investment in new rural water
infrastructure.

In March 2003, the NCC provided several documents, including documents setting out the
1994 COAG water resource policy and the reform framework, and our 2002 water reform
progress assessment report. COAG decided that governments should complete their
implementation of the 1994 reforms by 2005, with milestones along the way for particular
reforms. COAG asked the NCC to assess state and territory governments’ progress in
implementing the entire national competition policy, including the 1994 water reform
framework. We scheduled assessments of water reform for 1999, 2001 and then annually from
2001 to the intended completion date of 2005.

The council’s assessment reports are provided as advice to the Australian government
Treasurer, who then makes decisions in relation to competition payments. Since March 2003,
when we provided our written submission, the council has conducted its 2003 NCP assessment,
including for water reform. In December 2003 we released a framework for our 2004 water
assessment, including water reform. We are quite happy to provide both the assessment
framework and our report from 2003 if the committee has not already got these. The 2003
document is a reasonably daunting volume.

Senator HEFFERNAN—No pictures in it?

Mr Feil-—No pictures; solid blocks of text, I am afraid, and no pipes, unfortunately. If you
wish for additional copies, we are more than happy to send a stack to the committee if you let us
know the numbers. As I said, at the end of last year we released our assessment for 2004, which
will be our second last in respect of the existing water reform agenda. In line with the schedule
set by COAG senior officials, the 2004 assessment will look primarily at government’s progress
with rural water pricing reforms, water management arrangements, intra- and interstate water
trading and also the public consultation and education programs associated with those reforms.
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That process is beginning now and will be completed during much of the balance of this year.
The 2005 assessment is a wind-up—a comprehensive look at compliance with the whole of the
1994 water reform framework.

In August 2003 COAG announced an agreement by the Australian government and the
governments of New South Wales, Victoria, South Australia and the ACT to invest $500 million
over five years to address water overallocation in the Murray-Darling Basin, to protect six
significant ecological assets along the Murray River and to re-align capital works programs to
more effectively manage the six assets. COAG also agreed to develop a national water initiative.
In doing this, COAG reconfirmed its commitment to the 1994 water reform framework. The
national water initiative is being developed by an intergovernmental process, not separately from
the National Competition Council and national competition policy. That water initiative would
only form part of the national competition policy assessment agenda to the extent that
governments agree to that course or to policy approaches that clarify the 1994 reform
obligations. So, in essence, until the national water initiative concludes that it is something it
wishes the council to assess, our role is strictly in respect of the 1994 agreements. We do not
believe at this stage there is anything that is being developed in the national water initiative that
would come into conflict. Hopefully the national water initiative takes forward work that has
been done in our assessments so far. With that brief introduction, we are more than happy to
assist the committee with any questions we can answer.

Senator HEFFERNAN—What is the national trade in water rights?
CHAIR—We will start with Senator Stephens. We will come to you, Senator Heffernan.
Senator HEFFERNAN—You have got more time. You can think about that, Mr Feil!

Senator STEPHENS—Listening to how you are looking to progress this year with the rural
water pricing reforms—the assessment process that you are involved in this year—will next year
be an overview of all of the compliance issues?

Mr Campbell—That is correct.

Senator STEPHENS—First of all, can you give me a 20-word summary of your 2003
document? Are you happy with the progress by the states so far in terms of meeting the
requirements?

Mr Campbell—The assessment found that progress had been proceeding. There are various
instances in various jurisdictions where aspects of the 1994 reform framework have not
advanced quickly enough but, on the whole, reform progress was being made on many of the
significant issues. In some cases, the council accepted that there were ongoing processes which
had not concluded at the time of the assessment which would deliver the obligation. In 2003 the
council made only one recommendation on competition payments relating to water, which was
in relation to urban water pricing in Western Australia. It was to do with the lack of transparency
in the pricing arrangements. The Western Australian government subsequently dealt with that by
establishing the Economic Regulation Authority and giving it responsibility for the water
industry. That authority will look at and will make recommendations on urban water pricing.
That will sort out that particular issue for Western Australia.
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Senator HEFFERNAN—That is very good bureaucratic speak but it did not tell me anything.
What the hell are you talking about? What did they do wrong and what do you expect them to do
right?

Mr Campbell—The obligations are for water prices to reflect full cost recovery and cover all
aspects of costs and for there to be clarity or transparency in how those prices are formed.
Several jurisdictions do that through asking an independent economic regulator, such as IPART
in New South Wales, to formulate a price path for water charges—that is, to set maximum water
charges. In Western Australia, that process occurred within the cabinet without evidence of how
the price related to the efficient operation of the business.

Senator HEFFERNAN—So would that be a dollar a kilolitre? Have you got any idea?

Mr Campbell—I am not sure what the actual numbers are but there was no evidence that
showed that this price related to the costs that would be incurred by an efficient water business.
Part of this is intended to ensure there is pressure on water businesses to improve their
efficiency. To the extent that there is not transparency in those arrangements, it is easier for water
businesses to set prices which are just adding, say, the rate of inflation to the previous year’s
price. All of this is intended to impose a bit more transparency onto the pricing arrangements. As
I said, several jurisdictions have done that by asking economic regulators to look at pricing
through a public process and produce reports which can be scrutinised. That places pressure on
businesses to improve how they operate. As I said, Western Australia established the Economic
Regulation Authority and told the council that it will issue terms of reference for the authority to
look at urban water prices.

Senator STEPHENS—In 2005 you will be winding up. What will happen after 2005 in terms
of water?

Mr Campbell—As far as the 1994 program goes, you are correct: the 2005 assessment will
look at everything that had to be done. The council will most likely produce a document which
benchmarks progress at that time across all of the obligations. Whether there is a future role and
what that role will be will probably depend on the outcomes of the national water initiative. That
may identify an ongoing role looking at water reform for a body, not necessarily the National
Competition Council. I cannot surmise on that; it depends where the national water initiative
gets to. The council’s objective is just to perform the 2005 assessment and ensure there is
material there to allow any ongoing work to take that forward.

Senator HEFFERNAN—What is a nationally traded water right? If you know the answer
you are unique. It is government speak for something I do not understand.

Mr Campbell—It is shorthand for an ability to trade water entitlements where that is
physically possible. ‘National’ is not the right terminology because you cannot—

Senator HEFFERNAN—The banks have had to bite their tongues on it a bit, because they
thought they were going to have this grand scheme of a nationally traded market like the stock

exchange.

Mr Campbell—You cannot obviously trade—
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Senator HEFFERNAN—With respect to national competition policy and COAG thinking—
and I am not so sure the original building blocks of COAG in 1994 were the correct blocks in all
circumstances—do you have any comments to make? Do you think we could have improved the
original construction or is that outside your area of expertise?

Mr Campbell—It is probably a bit beyond my area but, having been involved in the
assessment, the 1994 framework did cover some pretty important elements of water reform:
getting pricing right to encourage conservation, ensuring businesses became efficient and
covered their costs so they could adequately refurbish and establish infrastructure, looking at
arrangements for better use of water through facilitating trading, looking at arrangements which
better define what is available for extractive use and how you manage environmental needs, and
looking at institutional arrangements so that natural resource management recognises that there
is an interaction between land and water. Previously all of that was different.

Senator HEFFERNAN—In today’s thinking, would we still build the Snowy?Mr
Campbell—In today’s thinking, we would look at whether the project was economically viable
and ecologically sustainable.

Senator HEFFERNAN—That is a really good bureaucratic response. What do you reckon?
You will not get the sack, I promise, because you can say what you like in here.

Mr Feil—We have to say what we know an answer to as well.Senator HEFFERNAN—It is
an interesting line. There are all sorts of debates about the economies of what we do. In your
submission you say:

... in new rural water schemes ... governments should only proceed with the investment after assessing that the project is

economically viable and environmentally sustainable.

Maybe in its beginnings there was no chance of the Snowy being economically viable, but in the
national good there needed to be some national input.

Mr Campbell— Economically viable’ encompasses wider social benefits and costs. You may
have noticed that two dams were considered through the NCP process in the more recent
assessments. Both of those involved a consideration of the economic viability of the project—
whether the project itself was commercially viable but also the wider social benefits and costs.

Senator HEFFERNAN—For the record, you might say where those dams were.

Mr Campbell—Certainly. One was in Queensland, the Burnett Water Infrastructure Project,
and one was in Tasmania, the Meander Dam. In thinking about those, both proponent
governments looked at the project itself, questions of its commercial viability and wider social
benefits and costs, and identified that there was a net social benefit from both projects.

Senator HEFFERNAN—I think the exercise in public education of the value of water as a
national asset has really worked well, like Landcare. Your former boss and I strongly disagree on
how water should be traded because he says and the banks say that you should have depth in the
market—you should have paper water and should be able to trade it as a piece of paper. I do not
agree with that. Given, for instance, that we did not let the North West Shelf go where the market
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said it should because of the national interest, do you think it is in the national interest to have
speculators, Thames London and everyone else, in our water market?

Mr Campbell—Speculators operate in all markets and are a bit of the basis for markets
working.

Senator HEFFERNAN—But these are serious investment vehicles whose capacity to use the
water is to screw a margin out of someone who is going to use it. Do you think there is enough
room in the market for that or is it necessary to take that margin away from the people who are
going to use it and give it to someone who is sitting on the bank in Noosa?

Mr Campbell—I think we look at remedies that are generally available for that sort of thing,
such as through the Trade Practices Act, if we become concerned that there is too much market
power in a particular market, including in the water market. It is a complicated question.

Senator HEFFERNAN—It is.

Mr Campbell—In many areas the ability to sell water entitlements for maximum value is
important to particular farmers.

Senator HEFFERNAN—We have just heard from the Pratt Group. Obviously one of the
things happening now in water is that the water is drifting through the trading available to the
higher users. I am not so sure that it is a good idea in Australia’s national interest—even though
you are pure theorists in this area of national competition; and you can respond to that such as
you want to in a second—to allow the transfer of the wealth from where it is going to be used to
a bank vault for an investor. We are trying to get people to invest and grow their investment in
water savings and efficiency with the capital base of the water value, which is the bankable bit of
their security. Yet there are people—such as you, the national bank and various investment
vehicles and carpetbaggers around the place—who think, “This is a river of gold and we ought to
get into it.” Do you have any ideas as to how you could bring some moderation to the speculative
side of water?

Mr Campbell—It is a serious question, I agree. Some jurisdictions, such as New South
Wales, do not see a need for a policy approach to limit speculation. Others have looked at
mechanisms like saying that entitlements can be traded provided you can use that entitlement—
that you have a project for using that entitlement and some land to use that entitlement on. They
have thought about managing the potential for speculation in that way. As I said, there may be
remedies available through the Trade Practices Act.

Senator HEFFERNAN—Do you fellas have a policy? I have a difficulty with what could
happen and what is able to happen—for instance, in South Australia but not in New South Wales
or Victoria at the present time where they have separated the whole thing. We had an instance in
New South Wales last year, and obviously there is some speculation in the market now, of people
withholding water that they had a right to from the market in much the same way as the Saudis
do with the oil—they up the production or lower the production. It is an issue of the supply of
and the demand for water.
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If you are holding 1,000 megalitres or 50 gigs of water then you can manipulate the market.
Once you separate the water from the land—and for the bank that is a great proposition; and I do
not disagree with the bank’s thinking there—if you can carve off the water, that it is an easy sale,
rather than selling the farm, to secure the bloke if he is behind with his payments or whatever.
But then he becomes a tenant farmer on the spot market. Once you get a spot market for water,
you get this great opportunity for speculation. Do you blokes have a view on that and whether it
1s in the national interest as it were?

Mr Feil—I would have thought that part of the answer to that question is that, where you
think extreme speculation and withholding or hoarding to try and raise price and exercise market
power is likely to occur, you would want to look at whether the existing remedies were adequate.
If someone can get sufficient of the water available in a catchment that they can determine the
price then that is a monopolisation question that is not—

Senator HEFFERNAN—But that is an argument that could go on for five years while the
farmer goes broke.

Mr Feil—It might be, but it also might be something that can be remedied in an effective
manner under trade practices law. I think at an extreme you would want to see an intervention
that dealt with that, and there is nothing in the operation of national competition policy in a
general sense that prevents regulation from being put in place to deal with genuine issues that are
established to exist.

Senator HEFFERNAN—This debate is progressing. My position 18 months ago was very
lonely, but the Commonwealth now has a line in that agreement from last year that says that we
are going to do something about speculation in the market. I would just like to know that you
blokes have got that message and whether you have any ideas of how that might work.

Mr Feil—In this area, and in our work generally, we do balance the desire for markets to
operate in a competitive manner with other interests. Where the national interest is best served
by something other than the free run of competition, where that can be shown to produce a better
result—and it has to be shown because the default option is that competition should work—and
where you can establish that—

Senator HEFFERNAN—Yes, but that is the difficulty. You have to prove something that is
difficult, and that is a bloody slow bureaucratic process. It was good enough for North West
Shelt—but I think that was a political decision. I am not so sure that I would trust a process,
when time is of the essence, to make a judgment on those things, without that involving a whole
lot of court cases. Thames London have absolutely ruined some communities in Africa, because
they have bought up the water rights and let it out at a price that the local villagers cannot afford
to pay to drink the bloody water. So the local villagers have gone back to digging their own
shallow wells, which are infected et cetera. Surely to God, when you blokes go home and sit
down with the TV and the kids, you must think, ‘Why the hell would we let water, our most
precious natural resource, become just another commodity in a speculative market?’ It will.
There is no question about that. The smarties will see the capital base value of water, which is
always going to go up, as a great investment—and I am not so sure that that is in the national
interest.

RURAL AND REGIONAL AFFAIRS AND TRANSPORT



Wednesday, 21 April 2004 Senate—References RRA&T 585

Mr Feil—My answer, as I have said, is that, if there is a genuine reason in the national interest
to restrict trading in any way, as long as that reason can be made out in a sensible, logical way
and with some degree of proof behind it, NCP will not stand in the road; but it does put up a
hurdle that someone does need to get across by establishing the case in a rigorous, transparent
manner and where all parties have had a chance to be heard. When that happens there is no
difficulty.

Senator HEFFERNAN—George Gear floated that thing last year. I do not know where it got
to. Certainly I have had plenty of adverse comment on it. His idea is to make money on the
margin out of water and to capture the great asset value of it. Do you blokes put the interests of
that sort of operation—because it is about depth in the market; it is a free market and
everything—ahead of the capacity of users? Desert communities in America have been priced
out of the water by desert developers who are bringing in millionaires. They can pay
$US500,000 a megalitre, believe it or not, for water, and they are competing with farmers. I do
not think that is in the national interest. I am going to shut up now. You have given me a
reasonable answer. I am just giving you reasonable notice that [ have grave reservations about it.
I talked about this matter for some years with your former chairman, and I am still not
convinced.

Mr Feil—I understand what you are saying, but I think I will quit while I am at least close to
ahead.

CHAIR—I would like to take the issue that Senator Heffernan has raised a little further.
Following on from the Boral case and the concept of horizontal and vertical integration we know
that some supermarket chains at the moment are diversifying into a range of areas from
petroleum to pharmaceuticals—or they at least are talking about those things. Is it not possible to
imagine that, given that the mainstay of their work is food products, particularly fresh products
from the farm to the shelf, they may, either as a business strategy or a strategy that might be
viewed at some time in future as being anticompetitive, make decisions to acquire water rights
perhaps as an investment tool or as a tool to stay ahead of the competition? How are you dealing
with those possible scenarios for the future? We are talking here about things that already exist,
that we know about and that are being dealt with in the courts. As for things that are likely to
occur, we were just talking about a particular new marketplace being opened up for a range of
possible new ventures in the future.

Mr Campbell—The first thing to note is that governments in 1994 decided that trading so
that water could be used where its value is maximised was likely to be in the national interest.
The process through the national water initiative suggests that, and certainly the statement in the
COAG communique in August last year also sees this, facilitating market structures and water
trading is likely to be beneficial because it means that water can go to where it is going to
contribute most to the national income. So the principle was set by the Council of Australian
Governments. As Mr Feil has said, where there is evidence of problems with the way that
markets operate it is also open to governments to look at that and to take some sort of remedy.

CHAIR—It just worries me that, as Mr Feil said, the second last report has been prepared as
far as national water reform is concerned. Surely you would continue to have a role from a
competition policy perspective, particularly as it relates to the behaviour of certain corporations
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on the question of a water market being available to them. I know you rely upon the Trade
Practices Act, but so did small businesses in the case of Boral.

Mr Campbell—The organisation with the role in relation to the Trade Practices Act is the
Australian Competition and Consumer Commission, not the National Competition Council, so it
would have that facility. Any continuing National Competition Council role would depend on
things like the outcomes of the national water initiative, the review of the role of the council and
the role of national competition policy that COAG had undertaken to do prior to September
2005.

CHAIR—But you do not believe that that is an area, even though the ACCC does have
certain jurisdictional responsibilities, to at least scenario build on potentialities for the future and
to at least alert COAG and specific state governments like New South Wales, where they are
saying they are not interested in regulating in this field, through some process?

Mr Campbell—The general issue of speculation, as discussed by Senator Heffernan, has been
raised through the NCP water assessment processes. We have talked about it in this last
assessment. It is recognised as a potential issue by some state governments and some have
thought about measures to manage speculation. Others do not see it as such a problem, seeing
that the encouragement of water trading reduces opportunities for individuals to hoard water if
water can be obtained from other systems. Those who are focused more towards the
environmental end say that, if water is not used, it is staying in systems, and that is a benefit. So
the issue is quite complicated.

Senator HEFFERNAN-—That is quite scary, though, because you say some governments are
alert to the issue of speculation and others are not. The Northern Territory government do not
know anything about water. They are bloody hopeless. We have been up there in Darwin for a
hearing. Obviously they are restricted with their resource base in water. They have no
understanding of water trading or licensing. It is a scary phenomenon. Do you have a position on
water as it crosses the border, in terms of competition policy? I think Cubbie Station on the
Lower Balonne is a national disgrace. They have recently put over $200 million worth of water
into their storage for a few thousand dollars and completely intercepted the riparian water rights
of people down the river. The Queensland government’s community reference group in St
George have said that they have taken a position where, if the Culgoa delivers six per cent of its
flow to Bourke, they have fulfilled their obligation. It used to be 26 per cent. Do you blokes have
a position on those sorts of issues? Where does competition come into that?

Mr Campbell—Water reform is not strictly so much about competition as it is about
improving the efficiency of water use—

Senator HEFFERNAN—I agree with that.

Mr Campbell—and getting arrangements right so that questions like land degradation can be
addressed. One of the central elements of the 1994 program, and which will be taken on by the
national water initiative, from the look of COAG’s communique, is making sure that the water
management arrangements are right—that, as best as possible, you can specify how much water
will be available for extractive use and how much should be available for the environment.
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Senator HEFFERNAN—But you blokes do not have a position on whether there ought to be
a national overview. There are a lot of people in Queensland who will tell you that what water
that rains up there ought to stay in Queensland and what goes down the river is bad judgment on
their part. The argument for the Dirranbandi community, for instance, is that this has brought
great wealth and great use of the water. They, therefore, are entitled to intercept all this water.
They have an A and B water licence regime out for comment now which is going to take even
more water. Where does that leave the people down below who, allegedly, would not generate as
much income because they are growing cattle and sheep instead of cotton? Where does that
leave them with national competition policy? Does your policy say, ‘The people in Dirranbandi
are right, and bugger the people down below’?

Mr Campbell—I think the water reform aspects in the national competition policy say that
there is a responsibility on governments to get their water management right and their licensing
arrangements right.

Senator HEFFERNAN—So there is a fair bit of scope for the government to disregard the
cold sort of calculation of competition policy for the better community—environmental or
whatever.

Mr Campbell—Yes. Two of the big planks of water reform are water management—so that
you work out your water entitlements and how much extractive water is available and how much
water is required by the environment—and the other one is the facilitation of trading, so that
people can trade their water entitlements. Another is appropriate natural resource management
arrangements and greater community consultation on those management arrangements.

Senator HEFFERNAN—So do you have the capacity to make a recommendation to the
Commonwealth that the Commonwealth should take a greater role in the management overview,
as I think Senator Stephens suggested earlier? I think it makes a lot of sense.

Mr Campbell—I guess that is what is behind the national water initiative—

Senator HEFFERNAN—I think that is what was missing in the building blocks originally. It
is a bit like the trains 100 years ago. We are dealing with all these state regimes, but the rivers do
not stop at the border.

Mr Campbell—Constitutionally, though, the responsibility for water policy rests with states
and territories, not the Commonwealth.

Senator HEFFERNAN—What I am asking you is: should we change that? It is the national
competition policy you see. Would you have the courage to recommend that?

Mr Campbell—I think the Commonwealth and the states and territories are seeing that there
is scope to look at better arrangements in systems like the Murray-Darling Basin, which is across
several jurisdictions, and that we better manage that more appropriately. That is why the states
have agreed to funds to restore the six identified environmental assets. I think it is also why
governments are looking to develop a new what they call national water initiative which looks
like it will achieve better coordination in the management arrangements.
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Senator HEFFERNAN—What we have come up against in the last couple of days is the
given of 1,850 gigs to South Australia and caps on all the Murray-Darling stuff down here, but
up in Queensland we have, ‘She’ll be right, mate.” They have just demonstrated their capacity to
completely remove a major flood event from the river and put it into storage, and too bad for the
people further down. I think you should go away and have a think about some of that.

CHAIR—There being no further questions, Mr Feil and Mr Campbell, thank you for
appearing and providing assistance to the committee. I do not believe there were any matters
taken on notice, but if there is anything we need to follow up we certainly will through the
secretariat. Thank you for providing assistance.

Mr Campbell—Thank you for the opportunity.
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[12.03 a.m.]

BODMAN, Mr William Thomas Hayes, Chair, Joint Committee, Yarram and Stradbroke
Branches, Victorian Farmers Federation

GREENAWAY, Mr Eric John, Member, Joint Committee, Yarram and Stradbroke
Branches, Victorian Farmers Federation

HEWITT, Mr Christopher John, Chairman, Community Steering Committee, Wimmera
Mallee Piping Project, Victorian Farmers Federation

WELLER, Mr Paul, President, Victorian Farmers Federation

ACTING CHAIR (Senator Heffernan)—I welcome the Victorian Farmers Federation, who I
hope are all praying for rain. If you would like to make an opening statement then we will go to
questions.

Mr Weller—There are four issues that we would like to highlight in our submission. The first
one is the need for secure property rights for farmers to continue to invest in the latest
technologies so that we too can keep improving our environmental outcomes. If we do not have
secure rights, the investment will drop off from the farming community and that would be bad
for the farming community and for the environment.

The second issue we have mentioned is the Living Murray. We believe the Living Murray got
off on the wrong foot by mentioning three volumes rather than environmental outcomes. Having
the six icons sites we support is the way to look at it and get environmental outcomes rather than
having volumes of water. It has been proven that good management is far better than a volume.

Living Murray has had a poor community engagement process. There has been no consensus
of the community and no agreement on the problem. We believe that if there had been a better
community process there may not have been such a divide in the community. However, we think
that the first step proposal where there is agreement by the states and the Commonwealth for
$500 million, with up to $500,000 for the six icons sites, is a reasonable way of dealing with the
problem.

The major problem we have had with the Latrobe aquifer is that it is interjurisdictional and
that the state government and the federal government have been bickering over whose
responsibility it is and who is at fault, whether it be the farmers or Esso BHP. If this aquifer were
just within Victoria, like the Compaspe aquifer which I am on, the government would have
formed a community committee, got consensus that there was a problem—and there obviously is
a problem in the Latrobe aquifer; it is dropping a meter a year, so how are we going to manage
it?—there would have been a decision on what the licence amounts would be and we would go
forward from there. The trouble is that when it is interjurisdictional we cannot get the state
government and the federal government to agree. However, since our submission went in they
agreed on an inquiry by the CSIRO, which commenced in June, to examine all existing research
and reports on the responsibilities for the current situation, the risk of subsidence—another
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major problem if you are dropping water at a metre a year—and the degree of certainty of the
results as well as a future work program to address it. We recommend that the Senate committee
examine this report when it comes out.

The last issue we have on water today is the Wimmera Mallee pipeline. It has to be affordable
for the community to get the environmental outcomes. If this project goes ahead, substantial
amounts of water are proposed for the environment but it has to be at a cost that the community
can afford. Now that we have a design that has been agreed to by the community and which was
funded by joint state and federal money to get it to this stage, we need to have a commitment to
the funding for the whole of the project to go ahead so the community can know that it is
something they can afford. We might leave it at that.

ACTING CHAIR—We will deal with that straightaway and then I will go to my colleagues.

Mr Weller—Chris Hewitt is from the Wimmera Mallee. He is on a working group out there,
and Eric Greenaway and Bill Bodman are both here from the Latrobe aquifer.

ACTING CHAIR—I will come to that. We have just heard from Pratt Water. What is the cost
proposed for the Wimmera pipeline?

Mr Hewitt—The capital cost is just $400 million.

ACTING CHAIR—They said there is a possibility that they can knock $100 million off with
their new pipes. Are they going to be too late with their technology?

Mr Hewitt—I do not think they are right in what they are saying. The Wimmera Mallee
piping system is not an irrigation supply. It is only for stock and domestic, and it is over two
million hectares. The pipes are designed to deliver small quantities of water which are going to
be less than a megalitre per 640 acres. We have looked at Pratt Water’s lay-flat pipe and we have
been to Griffith to look at what they have done. We are looking at replacing a channel system
that is 17,500 kilometres with 7,500 kilometres of pipe, which is a huge amount. The pressures
under which our pipes would be operating are in the order of up to 100 PSI. Their pipes are
really for low-pressure, high-volume water delivery. Some of their products may be useful in
terms of lining, balancing, storage and things like that. But, with regard to the pipes themselves,
ours will be put underground for heat and algal build-up and things like that, and, as I said, they
will deliver only small quantities of water; theirs are really for transferring very large volumes of
water at low pressure.

ACTING CHAIR—They told us that they can compete with two-inch polythene.

Mr Hewitt—We are burying our pipes underground to protect them. They are not going to be
a problem for the farming community. Their particular pipes can be punctured even by a
kangaroo. They suggest that their pipes should be fenced off to avoid that sort of damage. The
sheer cost of that added on to the piping project makes it prohibitive. There are a lot of technical
reasons why they are unsuitable.

ACTING CHAIR—So what are you blokes talking about—just ordinary polythene?
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Mr Hewitt—We are talking PVC and poly, with sizes down to 50 millimetres. It is a huge
piping area—one-fifth of Victoria is the region—but we are delivering only 30,000 megalitres all
up for both town and rural supplies.

ACTING CHAIR—How much does that area use now?

Mr Hewitt—Currently that is all they use, but they deliver 160,000 megalitres on average
over a—

ACTING CHAIR—To get 30?

Mr Hewitt—To get 30. That is the wastage. That water has been taken out of the Glenelg and
Wimmera river systems, as well as out of the Avon and Richardson rivers and others within the
region.

Senator BUCKLAND—I guess what you are talking about would not have the problem of
sediment build-up or anything of that nature, which was formerly claimed to be a problem with

piping.

Mr Hewitt—If the water that goes into piping systems is of poor quality, there is an issue of
build-up of both algae and sediment within those pipes. But the design process we are going
through is looking at those issues and at the possibility of using sand filters or even putting fully
treated water into those pipes.

Senator BUCKLAND—I guess the pressure that you are operating under is also an issue.

Mr Hewitt—We have to operate under very high pressures. The system is designed to deliver
small quantities of water, which build up over a 24-hour period, to farmers’ tanks so that the
farmers can then draw off water at the rates they need for their farming operations. It is not like a
town supply, where you have instantaneous supply. To reduce the cost, you have a system of
balancing tanks on your farm and reticulate it that way.

Senator BUCKLAND—Is anything being done to look at the irrigation water movements?
Mr Hewitt—There is no irrigation. This is a stock and domestic system.

Senator BUCKLAND—I appreciate what you have just said, and I understand the differences
between your system and actual irrigation processes. Perhaps what you are talking about is more
appropriate. I am not a judge of that. I will ask this more general question. There has been a lot
of speculation about water trading, and we heard from the South Australian Farmers Federation
yesterday. I am wondering what the federation’s view on water trading is. Is there a national
view or are there state-by-state views?

Mr Weller—With another hat on I chair the National Farmers Federation Water Taskforce,
and we do support trade. However, you have to take into consideration the impacts of trade on
third parties. We support trade but, if you were to take the Goulburn system—which is where I
live—and you were to trade extra water right onto the Goulburn, where there has been a limited
resource, you would actually undermine the security of the present water right holders there.
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There are one million megalitres of water on the Goulburn system at the moment. For 97 out of
100 years that amount delivers water right, and for three out of 100 years it delivers less than
water right. If you were to move an extra 100,000 megalitres of water right there, those farmers
who were farming there and thinking they were going to get water right for 97 out of 100 years
would not get that because there would be an extra 10 per cent of water right. You cannot have
trade that undermines people’s present security.

Then, if you moved water out of a district and left stranded assets in a district, you would also
have issues. If 100 megalitres of water were to move out, it would push up the price by about 12
per cent. If there were going to be water moving out of districts, you would have to look at
reconfigurations of districts. You would have to look at whether there were some channels we
could close so that we would not get the price of water rising just through delivery and
maintenance charges. If you were going to have water moving around, you would have to look at
what you were leaving behind when you took the water out.

Senator BUCKLAND—I am sure Senator Heffernan is going to go into this in a little bit
more detail than me, so I am not going to labour the point, but I want to ask you about trading
with non-farm people. If Geoff Buckland decided to set up a little organisation that strictly
traded in water and he bought a lot of access to water and then started selling it around the place
at spot prices or started to manipulate the prices, what would your attitude towards that be?

Mr Weller—In Victoria you would not be able to do that, because you have to have land. That
is our position: you have to have land to hold water on. Under the present green paper, which is
going to turn into a white paper in Victoria, there are proposals about site use licences. We
basically have them already in the northern irrigation district, which is on the Goulburn, where I
come from, and the Murray, where, because of salinity problems, you can only use 10 megalitres
per hectare if you have A class drainage and a reuse system. If you have neither of them, you can
only have five megalitres per hectare. So there really is already a site use licence.

ACTING CHAIR—You cannot stack water on land.

Mr Weller—Yes, that is right. We believe that is the best policy. In Victoria, the Victorian
Farmers Federation sees no advantage in someone in Collins Street owning water and trading it.
There is no advantage for the environment, and there are no advantages for farmers. All that it
will do is put another cost in there.

Senator BUCKLAND—There could be an advantage to the fellow in Collins Street, though.

Mr Weller—If they were to come in and control the water, yes, but there would be a
disadvantage for agriculture.

Senator BUCKLAND—Yes. I understand that.

ACTING CHAIR—You have some work to do with your South Australian colleagues. They
disagree with you on this.

Mr Weller—The South Australians do have a different view to the Victorians when it comes
to water, but I think our view is the reasonable view. We are looking for an outcome between
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agriculture and the environment. What does having someone trading water in Collins Street do
for the environment? It does nothing for it. Under the national water initiative and the Living
Murray, we are looking at ways that the environment can hold a share of water, which is not a
farmer owning water. We can go along with that. If there is an environmental pool there that is to
be managed for the environment, that is fine, but that is different to having water barons in
Melbourne just trading water.

Senator BUCKLAND—I have a feeling that Senator Heffernan might go back to that. One of
your key concerns is property rights. If holders of land who do not have free access to water sell
off their water rights before they sell the property, what effect would that have on an incoming
farmer? For example, if I am buying a farm from you but you decide to give Mr Hewitt your
water by selling your allocation to him, I come in with a dry block of land. Where do you go
with that? What does it do to the property market, and what does it do to the community as a
whole?

Mr Weller—This is happening, and this is a concern that we have in the northern irrigation
area at the moment. We have the chequerboard type approach, where a farm here sells its water
off and there are no areas that are going out. It needs to be a bit more structured. If you are going
to take water out of the areas, it should be through certain channels rather than everybody being
allowed to sell it off, because you get the stranded asset problem otherwise. However, I have
actually bought a farm where a bloke sold his water off. My neighbour sold out. The only way
he could sell, because he was wanting too much, was to sell the water off. Then I had to buy the
block to keep city slickers out and from coming to live next to me. I can go into the temporary
trade market and buy temporary water each year to irrigate that farm. So there are opportunities
like that. But it does decimate the local community if the district is not as productive.

If T had not bought that farm and someone else had just come, bought it, ran a couple of horses
and a few sheep and maybe an alpaca or something on it as well, the Murray Goulburn milk
factory in Rochester would then start to become unviable. Then Murray Golden will start saying,
‘We’ve got a milk factory in Rochester, another one at Litchfield and one at Cobram and they’re
all running at about half full. Which one are we going to close?’ That will take 200 jobs out of
one of those towns, and the local garage in Lockington that services a few tractors will probably
be looking to move to Melbourne to work on cars in Melbourne.

Senator BUCKLAND—I assumed that was where you were going. Can you explain your
concerns about the effect that oil extraction in Bass Strait has on ground water?

Mr Weller—I could answer that, but Eric or Bill would be better qualified.

Mr Bodman—I chair the joint committee of the FF branches in the area and could answer,
but Eric is the one whose irrigation affairs are most affected. So we both share the responsibility
there. Your question was about the issues around oil extraction?

Senator BUCKLAND—Yes.
Mr Bodman—All of the official reports commissioned to date on the operations in Bass Strait

say that the problem arises—not solely; all contribute to it—hugely from the offshore oil and gas
extraction in the associated water. It is a huge aquifer. It is about 42,000 square kilometres.
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Nearer to the oil rigs it has dropped over 1’2 metres and less as you come inland from the coast.
At the coast it drops by 1.1 metres per year. Over the 30-odd years that that has been going on, it
has dropped in excess of 40 metres at the coast and more out at the rigs.

The effect of that is multiple. The effect that it has on irrigators is immediately noticeable in
that bores have to be dropped. Research has shown the cost of all that, and we can make that
available to you. It involves the cost of dropping your bores and pumps further and lifting the
water further, and it also restricts development. Another issue is the risk of subsidence, also
identified in the same reports as of the order of one in 10 chances of being around one metre at
the coast south of Yarram, which is significant on coastal areas, low-lying land and townships. It
has an effect, as yet unquantified but estimated by the experts, on the streams that flow out of the
Strezlecki Ranges and supply water for irrigation and to townships in the region. So it is a big
issue. It has the potential to have quite a significant effect on people. All we are asking is that the
Commonwealth should recognise that, as the major identified risks are in their area, they should
be involved in investigation and in funding the investigations and, if alleviation is required, in
contributing to that as well. If none of those things are done, of course an issue of compensation
would arise, and our contention is that the Commonwealth should be involved because the
causes arises from their licensed operations.

ACTING CHAIR—Are you talking about the gas fields?

Mr Bodman—Both oil and gas fields—Ilargely oil at the start and moving towards gas. In fact
it is fluid extraction, with the water that comes out with it, and there is more water than oil or gas
by a long way. About 100,000 megalitres annually are pulled out of the aquifer in combination,
according to the official reports, and the experts estimate—and, again, this is hard to estimate—
that the annual recharge is of the order of 80,000 megalitres.

ACTING CHAIR—What is the history of the farming extraction? The miners are taking
100,000 megalitres or whatever.

Mr Bodman—The Latrobe Valley coalmines extract. Some of the experts say that that has not
affected the aquifer as yet, but that is up for discussion and examination. I will ask Eric
Greenaway to comment on the farmers.

Senator BUCKLAND—Before you do, you came to the coalmines, which I am familiar with.
I know that they continually pump water as they go down and I know that it is very porous there,
so I would imagine that they are on an aquifer anyway. Do they have a program of desalinisation
for that water? What do they do with the water?

Mr Bodman—We drove through it this morning. They evaporate most of it into the air to cool
the water used to drive the turbines. It seems an amazing thing to me that you waste heat by
generating heat with coal and then dissipate it into the atmosphere, getting rid of all the water at
the same time, and then you dispose of the then saline water through an outfall disposal line to
Ninety Mile Beach and out into Bass Strait. So, in effect, we are watching an exercise in using
what I would describe as the community’s water to get rid of the heat that has been expensively
generated.
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Senator BUCKLAND—But you could put it through a desalinisation process—although I
understand that that is not your area of expertise.

Mr Bodman—Desalinisation is not an issue there. They dispose of the water that is made
more saline by the evaporation. They use pretty fresh water with a small amount of salt in it, but
by the time it has been through the evaporation process it is very concentrated, much stronger
than sea water—do not ask me the exact amounts—which they then dispose of. Salination itself
is an issue, but not in the Latrobe Valley. With the lowering of the aquifer, there is a risk of salt
water intrusion at the edges of the aquifer.

Senator BUCKLAND—Can that water be put back into the aquifer?

Mr Bodman—It is our contention that it should in fact be reinjected into the aquifer, both
from the coal and from the oil and gas extractions. At least for the coal they are currently using it
for this cooling operation; nonetheless, its total effect means that the water levels are dropping
and that there is a risk of subsidence, a loss of development by the irrigation sector and an effect
on the environment from coastal inundation, because there is a lot of very low-lying coastline
there.

Senator BUCKLAND—That water could be trapped and, as you say, reinjected.

Mr Bodman—Yes. That is exactly what we are saying: the total water one way or another
should be reinjected because there is not sufficient uncommitted water to get it from another
source. The water is already overcommitted in some streams.

ACTING CHAIR—Is this before or after they have used it for cooling?

Mr Bodman—After they have used it for cooling there is only a small percentage because
most of it has evaporated into the atmosphere.

ACTING CHAIR—So you are saying that it should be reinjected into the aquifer before they
use it?

Mr Bodman—Yes, but we are aware that the examination of the coalfields is a state issue. We
think that should be addressed and we have approached the state government as to what is the
best way to do that. We do not want to sound knowledgeable, because we are not, but certainly
the proper handling of the water is an issue. We are presenting a case to the Commonwealth
here, and we will of course present the case to the state as well.

ACTING CHAIR—We will move now to the question of the extraction.

Mr Greenaway—I have brought along two or three graphs to give you a bit of a picture of
what is really going on. We have on this graph here the actual area we are talking about. Here are
all the oil and gas fields offshore. This area here is the Yarram irrigation area, which is mainly
affected and which is where Bill and I live. We have four observation bores that measure the
drop in the aquifer levels. They all drop by around one metre to 1.1 metres a year, from when the
earliest bore was put in at Sale, which was working from 1974 until 1995. From all the reports
from Esso and so forth the pressure drop in the field out here is a 1.4 metre to two metre drop per
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year, year on year. Along the coast here the drop is about 1.1 metres and close to the recharge
area it is about half a metre a year, which is where we are. This aquifer covers 42,000 square
kilometres, and we have had this huge drop in water level. The Commonwealth will not accept
that the fluid extractions of oil, gas and water from Bass Strait are causing that problem, whereas
it is extremely clear. This same aquifer runs back into the Latrobe Valley, and you can see the
Loy Yang power station here.

This graph shows the actual usage of water fluid—and I have some smaller copies for you. It
shows the total extraction of fluid from the oilfield from 1969 to 1997. The red area shows the
irrigation usage of about one to two per cent over that period. Water usage from the aquifer in
the Latrobe Valley is about 25,000 megalitres or about a quarter of what the oil and gas
extraction is.

ACTING CHAIR—Why do your blokes take out 100,000 megs?

Mr Greenaway—About 100,000 is all they admit to. The average irrigation use for those
years is about 2,000 megs up to 95,000 megs. Then there was quite a big increase but that was
after those graphs were—

ACTING CHAIR—Did you say 2,000 megs?

Mr Greenaway—Yes.

ACTING CHAIR—That is bugger-all water.

Mr Greenaway—I know. They keep saying, ‘We don’t know what’s causing the problem.’

Mr Bodman—You should say it has increased from 2,000 as an average.

Mr Greenaway—It has increased since then but those graphs—

ACTING CHAIR—How much are the irrigators taking out of the aquifer now?

Mr Greenaway—In the last two years it was 6,000 megs and 10,000 megs.

ACTING CHAIR—That is still bugger-all.

Mr Bodman—It was even less than that because of the other users that were on it. Esso
themselves only take it out for serious problems.

ACTING CHAIR—What is the solution?
Mr Greenaway—The problem was originally that when the oilfield started it was in the
licence agreement that the water being drawn out with the oil, particularly with the oil and not

with the gas—

ACTING CHAIR—Was that because they did not know?
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Mr Greenaway—Of course there was not much irrigation then. There were only two or three
people irrigating, and I was one of them in 1969. I suppose the problem with subsidence was not
recognised. Esso are operating under their licence. When you get a cone of depression where the
oil is trapped, you get a very thin layer of oil. As it is getting thinner, they are pumping more and
more water in to pull the oil in, which comes to the surface at the offshore rigs.

ACTING CHAIR—Pardon my ignorance; do they have a bore down into the aquifer and
they pump it?

Mr Greenaway—They are pulling the water and oil out. They separate it at the surface and
just tip the water into the sea. That water really should be reinjected into the aquifer, which
happens in most oilfields around the world.

ACTING CHAIR—That is the solution.

Mr Greenaway—But it is extremely expensive. They could have used the old production
wells to reinject the water instead of pumping them full of cement and sealing them off.

Senator BUCKLAND—You said it is being put back into the aquifer in other places around
the world?

Mr Greenaway—Most places around the world. They do that to maintain the pressure.

Senator BUCKLAND—Because I am totally ignorant about these things, could you provide
the committee with a few sites where that is done? I suppose it is not hard to find out.

Mr Greenaway—I have not got access to that information, but I guess it would be quite easy
to find that for you. Most oilfields do it as a necessity but, because it is one of the freest flowing

oilfields in the world, they tell us it is not necessary.

ACTING CHAIR—Would it be too harsh to say that this is a serious environmental
miscalculation?

Mr Greenaway—Because of the risk of subsidence, which maybe was not known back in
1969 when the licence was drawn up, it is now a serious miscalculation.

ACTING CHAIR—How long have you been putting this case and trying to get someone to
listen?

Mr Bodman—Five years.
Mr Greenaway—Five years seriously. There was a high level—
ACTING CHAIR—What are they telling you?

Mr Greenaway—They keep saying, ‘We just can’t prove that it’s offshore.” But they will not
do any studies. All the scientific reports show—
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ACTING CHAIR—Who are ‘they’?
Mr Greenaway—The Victorian and federal governments.
ACTING CHAIR—Who in the federal government?

Mr Greenaway—Particularly Peter McGauran, our local member. Every time we approach
him, he keeps saying: ‘It’s a very complicated issue and we still can’t be really sure. We can’t
prove that it is the offshore oil and gas.” But they will not accept any studies.

ACTING CHAIR—Let me give you a little comfort: you have rung the alarm bell here.

Senator STEPHENS—Mr Weller was saying earlier that the CSIRO are going to undertake
an inquiry. What is the reporting date of that inquiry?

Mr Greenaway—The end of June.
Senator STEPHENS—So they doing a kind of desktop audit of all the reports?

Mr Greenaway—There are a significant number of reports which all point to the same thing
but, as soon as a report comes out, they shelve it or will not publish it.

Senator STEPHENS—Can you provide the committee with the terms of reference of the
inquiry? Are you able to table that?

Mr Bodman—Yes, we can do that. We did not bring the terms of reference with us but we can
get them for you.

Senator STEPHENS—Thank you. That would be very useful. This is certainly the first time
the issue has been put to us, so it is quite specific to the state and the region. As Senator
Heffernan said, it is certainly ringing some alarm bells for us because it is a very significant
issue.

Mr Greenaway—It is quite a major problem. The farming area had a moratorium put on it
because of the huge drop in the aquifer. As we can see, it is a straight line drop from—

ACTING CHAIR—You do not have to tell me anything; I have got the message! The great
irony of this is that Senator McGauran is a member of this committee.

Mr Greenaway—Since it has become a marginal seat, he has taken more notice. There has
been a moratorium put on any further irrigation but there has been no restriction put on the fluids
taken from the oilfields or from the Latrobe Valley. We read reports now that half the bores will
be dry within 10 years, but the Commonwealth will not come into the picture because they keep
saying, ‘We still don’t know what’s causing the problem.’

ACTING CHAIR—Do not worry. You have rung the bell.
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