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Foreword

The last ten years have seen significant progress in urban water reform. However,
progress with rural water reform has been much slower. The 2002-03 drought,
one of the most severe in Australia’s history, brought many of these issues to a
head.

In many ways this Inquiry was overtaken by events with the announcement by
COAG in August 2003 of the new National Water Initiative. | don’t say that in a
negative way. Quite the opposite. | was very pleased that the Government
reacted so quickly and positively as the drought took hold and the issue of rural
water supplies became the subject of intense public interest and debate.

From evidence presented to the Committee it became clear that the greatest impact
on future rural water supplies would come from: water allocations to the
environment; water trading; and additional water ‘created’ through

improvements in water use efficiency. These complex issues are covered in depth
in this report. The most pressing issue highlighted by the majority of submissions
and public hearings, however, was the need for secure, perpetual water rights, as
is highlighted in the title of the report.

In April 2004 the Committee presented an interim report to the Parliament,
focussing on the Living Murray Initiative. The interim report recommended the
postponement of plans to increase environmental river flows to the River Murray
until significant data is collected and analysed to determine the most appropriate
way forward.

The Committee is not swayed by the emotions of some commentators who portray
the River Murray as dead or dying. Indeed, the steady flows in the River Murray
today are in stark contrast to the trickle reported by Sturt in his journals more than
a century and a half ago. The Committee understands variations in flow are quite
natural and not necessarily an indicator of poor river health. The significant
progress which has been achieved in other areas of river health, such as
controlling salinity, should be more widely acknowledged and recognised.
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Let me make it perfectly clear that the Committee is not against more water for the
River Murray. However, we believe that thorough research must be done before
future decisions can be made with full confidence. The River Murray has shown
great resilience. It is better to take the time now, to make sure we get it right for
the future. Rural water and the communities which rely on continuous supply are
too important to be subjected to hurried, piece-meal decisions made on the basis of
incomplete data.

Today there is widespread agreement that Australia’s water resources must be
utilised on a sustainable basis, so that future generations can continue to benefit
from that resource. However, there is still vigorous and healthy debate about
exactly how ‘sustainability’ should be determined.

Getting the agreement of all stakeholders on the right balance between the needs
of the environment and the needs of water users for the long-term sustainability of
water resources is the biggest challenge facing Australia’s water managers. But |
am confident that with goodwill and understanding the right decisions will be
made. This report, with its 30 specific recommendations is a useful and timely
contribution to the decision-making process.

I would like to recognise and thank the many people who contributed to this
Inquiry, and made it such a worthwhile project. | would also like to thank my
colleagues on the Committee for the interest they took in this Inquiry and the
support and assistance they provided to me. | also want to extend the thanks of
the entire Committee to the hard-working, diligent members of the Secretariat
who have professionally supported and facilitated our work.

| am confident that through this Inquiry the Committee has been able to make a
worthwhile contribution to the debate on the issue of future water supplies for
rural industries and communities—an issue of vital importance to all Australians.

Kay Elson, MP

Committee Chair
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Terms of reference

The House of Representatives Standing Committee on Agriculture, Fisheries and
Forestry is to inquire into the provision of future water supplies for Australia's
rural industries and communities, particularly:

. The role of the Commonwealth in ensuring adequate and sustainable supply of
water in rural and regional Australia.

. Commonwealth policies and programs, in rural and regional Australia that
could underpin stability of storage and supply of water for domestic
consumption and other purposes.

. The effect of Commonwealth policies and programs on current and future
water use in rural Australia.

. Commonwealth policies and programs that could address and balance the
competing demands on water resources.

. The adequacy of scientific research on the approaches required for adaptation
to climate variability and better weather prediction, including the reliability of
forecasting systems and capacity to provide specialist forecasts.
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The Committee recommends that the Commonwealth Government,
through the Council of Australian Governments and in consultation with
all key stakeholders, provides clear definitions of the fundamental
concepts underlying water resource management.
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The Committee recommends that a top priority of the National Water
Initiative should be to fund the scientific research based on physical data
collection necessary to determine what level of water use is sustainable in
each of Australia’s major working rivers and aquifers.
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The Committee recommends that Annual Reports of the Murray-Darling
Basin Commission contain updated details of the extraction of water in
Basin rivers, expressed as a percentage of typical river flows.

RECOMMENALION 4 ... bbb 50
The Committee recommends that the Commonwealth urges the Council
of Australian Governments to:

B undertake a national public communications strategy to disseminate
the policies and goals of the National Water Initiative; and

B provide formal avenues for public feedback and consultation under
the National Water Initiative.
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RECOMMENAALION D ...ttt ettt ettt et et st e et et seeseess et eteseessaseeneseeseessanesresressaneas 55

The Committee recommends that the Commonwealth, as part of the
National Water Initiative, ask the Council of Australian Governments to
provide:

B that requirements for receipt of National Competition Payments are
transparent and clearly spelt out in each phase of the reform process and
developed in consultation with water users, including farmers and
should include positive initiatives that have the potential to provide more
water, such as stormwater harvesting and grey water recycling;

B the tagging of National Competition Payments to specific verifiable
outcomes, and supplied directly to the end-users; and

B that National Competition Payments are withheld where those
outcomes are not met.
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of Australian Governments, to adopt a national water pricing framework
as part of the National Water Initiative, based on the principle of full cost
recovery, and that:

B Water pricing reflect operational costs and asset renewal, with
externalities dealt with through water use licences;

B The implementation of full cost recovery pricing take into account
different historical and regional circumstances such as monopoly markets
without market discipline; and

B All pricing regimes are transparent and open to full public scrutiny.
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the Council of Australian Governments, develop a comprehensive
national vision for water in Australia, balancing the needs of the
environment, irrigated agriculture and rural and urban communities.
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practical.
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The Committee recommends that the Commonwealth, as part of the
National Water Initiative, ask the Council of Australian Governments to
assess the need to develop policies and measures to prevent undue
concentration of ownership of water entitlements in the marketplace.

RECOMMENUALION L4 ...ttt ettt ettt et st e et et s eeseesr et eeeseeseeseeneseesressennareseeseaneas 91
The Committee recommends that the Commonwealth ask the Council of
Australian Governments, as part of the National Water Initiative, to:

B facilitate the expansion of water markets and water trading to the
greatest extent possible;

B establish appropriate trading rules and administrative systems in
full consultation with market participants and rural communities; and
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B establish trading in water free from constraints, other than in
accordance with the prescribed trading rules.

Recommendation 15

The Committee recommends that the Commonwealth Government,
working through the Council of Australian Governments, seek to
establish a national scheme for investment in on-farm water use
efficiency, utilising established on-farm planning processes, with water
savings becoming the property of government in direct proportion to the
level of public investment.

Recommendation 16

The Committee recommends that the Commonwealth Government
facilitate the establishment of a Cooperative Research Centre for
Groundwater Management which would:3

B Map Australia’s groundwater resources;

B |nvestigate the current and potential use of Australia’s groundwater
resources; and

B Research the use of aquifers for water storage purposes.
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RECOMMENAALION 19 ... ettt ettt ettt et e e et e s ae s et eeeeteseessaneateseessessenesreseennaneas 113

The Committee recommends that the Commonwealth Government
investigate the introduction of a scheme of investment in National Water
Bonds, with a view to implementing said scheme in 2005, as part of the
National Water Initiative, and seek to encourage fund managers to invest
in water infrastructure.



XiX
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B public information services; and
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Australia to promote water use efficiency techniques and technology.
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The Committee recommends that the Commonwealth Government
pursue through the Council of Australian Governments, as part of the
National Water Initiative, the development of:

B anational training and education strategy for the irrigation sector;
and
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B that water sold to meet specified environmental objectives, or to an
environmental trust, has tax deductible status in the same manner as a
charitable donation; and

B the establishment of a system of tax rebates to encourage the uptake
of water use efficient technology and practices in households and
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The Committee recommends that the Commonwealth Government
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high quality reticulated potable water to small regional communities.
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B recognises research into climate issues, including climate change and
its potential impact on future water supplies, as a national research
priority; and

B encourages relevant research, academic and private sector bodies to
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Climate, with a key focus on climate modification.
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The Committee recommends that the Commonwealth Government
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national research strategy that prioritises and coordinates all research
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